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mass customisation
description:
Mass customisation is an economic production paradigm as well as on an organisational level a
strategic response to fragmenting markets. Mass customisation explains how affordable goods and
services can be delivered to satisfy the needs of the individual by combining the efficiency of mass
production and the customisation level of craftsmanship.
In 1993, B. Joseph Pine II was the most influential researcher behind the development and
promotion of mass customisation. He received a Master of Science degree in Management of
Technology at the MIT Sloan School of Management and went on to occupy various technical and
managerial positions at IBM.
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Pine described the paradigm shift of companies from mass production to mass customisation by
observing nine industries. He noted that during the second half of the industrial revolution in the
early 20th century, U.S. dominated mass production systems replaced the British led system of
craftsmanship as the principal global production system. He argued that the capitalistic system of
the early 21st century would again change form. Mass customisation would become the new
dominant economic production system serving increasingly fragmented markets.
Mass production systems satisfy customer needs through the efficient production of goods and
services on a mass scale that lowers unit costs. Organisational efficiency is achieved by stabilising
and controlling an organisation's production inputs, processes, technologies and outputs. Stability
and control become increasingly difficult to maintain the more frequently changes occur. Changes
arise from input instabilities, shifting customer needs and desires, saturated markets, altering
demographics and more rapid movements in economic cycles.
The competitive advantage of mass customisation is driven by economies of scope -- using a small
set of standardised modular components to produce a large variety of customised goods and
services.
The driving force behind the adoption of mass customisation is a self reinforcing feedback loop
where those companies with enhanced capabilities to satisfy customers’ individual demands will
generate more sales and increase their market share. Higher profits and better understanding of the
customer enables companies to provide even more variety and customisation. This in turn leads to
the further fragmentation of a given market. This logic may be expanded to a dynamic system of
reinforcing factors:
1. Demand fragmentation leads to >>
2. Heterogeneous markets lead to >>
3. Low-cost, high quality, customised products lead to >>
4. Mass customisation processes lead to >>
5. New products lead to >>
6. Shorter product development cycles lead to >>
7. Shorter product life cycles lead to >>
(1) More demand fragmentation, etc.
Companies must be flexible and adapt to market changes to realise product variety and
customisation. Managerial approaches such as just-in-time delivery and cross-functional teams in
production processes become essential to enhance organisational flexibility. Responsiveness can
also be enhanced by technological innovations such as computer-aided design and manufacturing.
These innovations are prerequisites in reducing product development and production time.
Mass customisation can provide companies with a competitive edge in fragmented markets when
mass production is no longer capable of meeting fast changing consumer demand at affordable
price levels.
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pros:
Companies can overcome the natural trade-off between the level of customisation versus the price level
of products and services when organisational processes are successfully transformed to allow mass
customisation. Companies that combine the specificity of customisation with the low manufacturing
costs of mass production realise the 'best of both worlds'. In fragmenting markets, such companies gain
a competitive edge over their competitors.
The concept of mass customisation provides managers new manufacturing and management practices
for their organisations to weather the turbulence of fragmenting markets. Individual customer demands
can be met rather than relying on 'average' customer demand.
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cons:
Increased product or service variety is not always a desired objective. Variety can overwhelm
customers. The purchasing decision requires too much information processing. Additionally, retailers
might have trouble dealing with a high variety of products from limited shelf space.
Mass customisation is not necessarily the strategy of choice in a fragmented market as illustrated by
Kotha in the soda industry. Coca Cola & Pepsi, the two largest sellers, thrive using a mass production
strategy. Kotha argued that, from a customer's perspective, companies seek to find a unique edge as a
basis for competitive advantage. Finding a unique edge may be compared to Porter's (1980)
differentiation strategy. Coca Cola & Pepsi have developed unique status and product differentiation
unrelated to product variety or customisation level. This allows these companies to successfully exploit
their markets through a mass production strategy. The case showed that mass customisation is a viable
strategy only when customers demand customised goods against mass production prices and not
another form of uniqueness.
Contrary to the potential gains of mass customisation, companies may loose some capabilities when
embracing mass customisation - depending on their current strategy. A company inevitably looses
some of its economies of scale when transforming its organisational processes from mass production to
mass customisation. When transforming the organisational processes from true customisation (i.e.
craftsmanship) to mass customisation, a company partly reduces the degree of customisation it can
provide its customers. Companies must be fully aware of these reduced capabilities to avoid a
mismatch between production strategy and customer demand.
Pine described mass customisation and mass production as incompatible strategies. However, Kotha
concluded from a case-study of the Japanese National Bicycle Industrial Company, that companies can
pursue both strategies simultaneously in related industry segments. The fact that a company's main
source of revenue is derived from a market served through a mass production strategy does not mean it
cannot pursue a mass customisation strategy in a worthwhile related market.
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