Time to ROAM: Segmenting Markets by Lead-time to Support Mass

Customizationl

Teaching Note
Synopsis

This case highlights the capacity dilemma facing any mass-customization manufacturer: How
can it offer rapid fulfillment on made-to-order products at a competitive cost? Situated at the
intersection of operations and marketing, the case describes ROAM, a startup luggage company
that offers customized suitcases delivered within a few days. To manage costs, ROAM must
utilize factory time and human resources efficiently. However, demand is unpredictable. On the
factory floor, employees often either scramble to process a backlog or sit idle waiting for
orders.

To smooth production and increase efficiency, ROAM CEO Larry Lein wants to supplement the
current base of time-sensitive customers with a new market segment: time-insensitive
customers. These new customers would get a discount for waiting longer to receive their
custom suitcases. In this scenario, the factory manager could prioritize time-sensitive orders
first and fill in the production schedule with the discounted time-insensitive orders.

In the case, Larry Lein asks his director of marketing to increase orders by identifying time-
insensitive customers from an entirely new market segment.

Learning Objectives

After completing this case, students will be able to:

e Articulate the opportunities and challenges of Mass Customization
o Asses key operational/manufacturing tradeoffs
e Understand issues arising under ROAM’s projected factory utilization
e |dentify and evaluate potential market segments, marketing strategies, and appropriate
channels

e Generate a defensible marketing plan for time-insensitive products

! This note is designed as the basis for class discussion rather than illustrate either effective or ineffective handling
of a business situation. The case is not intended to serve as an endorsement or a source of primary data. The
authors gratefully acknowledge the assistance of Charlie Clifford and Larry Lein of ROAM.



Position in Course

The authors designed the case for use in a low-stakes competition during orientation for the
full-time MBA program. Faculty/program administrators had assigned these new students to
semester teams of 4-5 people, and the case functioned, in part, as an early stress test to help
the fledgling groups develop healthy dynamics and norms.

Students were able to access the case document at 3 p.m. on a Monday, attended a kick-off
event that evening at 6 p.m., and then presented their recommendations on Wednesday
morning. This tight timeline created an intense but brief first case experience. To minimize
undue stress, the case was not graded. Rather, the new students presented their ideas to a
panel of second-year MBA students who provided feedback only. With a graded case
competition on the schedule for the end of the first semester, the new students were
motivated to learn both the case content and process.

Since the case occurred before subject-matter instruction began, the authors designed it to be
accessible to students from any background. So, although this case includes some process
analysis and other operational details, it requires less operations or marketing expertise than
innate curiosity and imagination.

This case could be used with undergraduate, graduate, and executive-level students. It could be
used as an introductory activity (as the authors did) or as a springboard to discuss operations
and/or marketing issues related to Mass Customization.

Potential Assignment Questions

1. What is Mass Customization? How does it differ from Mass Production? From a Job
Shop?
2. What are the inherent tradeoffs in Mass Customization?

a. ROAM currently offers the customer four different suitcase sizes as well as a
choice of colors for the two sides (shells), zipper, zipper pull, binding, stitching,
handle, and the wheel hubcaps. Which of these choices are easiest to provide?

b. Are there other options (choices) that could (easily) be added?

3. What are the key operational tradeoffs at ROAM that arise with Mass Customization?
How would the addition of time-insensitive orders help ROAM improve factory
utilization? What new challenges would it introduce?

4. What are the marketing issues with Larry’s request for 200 units of time-insensitive
orders each month?



5. Recommend three possible new markets and corresponding strategies to generate
time-insensitive orders. Then choose the strongest option. Include
= target markets,
= strategies, and
= channels.

Prepare to explain and defend your

=  recommendation, and
=  process for ensuring engagement and buy-in from all team members.

Teaching Plan

This case is suitable for a 75- or 90-minute class discussion with the following time breakdown
(illustrated for a 90-minute class):

Discussion Topics and/or Activities Time (Minutes)

Background on Mass Customization with examples and 10

issues

Mass Customization at ROAM. Which options are easiest to 10

provide? What other options might be attractive to offer?

What are the operational issues at ROAM that arise with 10

Mass Customization?

Larry’s request creates new marketing issues. What are 10

some of them?

How do Operations and Marketing (or other functional

areas) support each other? Compete with each other for 10

resources, etc.?

Student recommendations 30

Wrap up/Closure 10
Discussion

What is Mass Customization? How does it differ from Mass Production? From a Job Shop?
What are the inherent tradeoffs in quick customization?



Mass Customization can be defined as tailoring a product or process to each customer’s
wishes but delivering and administering as though it were a standardized offering. Mass
Customization strives to provide the flexibility of a job shop but with the efficiency of an
assembly line (i.e., Mass Production). In reality, there are trade-offs that limit the ability
to fully achieve these objectives. Given a careful selection of production-friendly
options, customers can extensively personalize their order and the factory can
efficiently manufacture. Mass customization is supported by “lean manufacturing”
ideals that emphasize the elimination of waste and the improvement of quality. Mass
Customization requires streamlined product and information flows (to ensure quick
delivery) and small changeovers (to facilitate a batch size of one).

ROAM currently offers the choice of four different suitcase sizes, and choices of colors for the
two sides (shells), zipper, zipper pull, binding, stitching, carry handle, and the wheel hubcaps.
Which of these choices are easiest to provide?

Difficult: The different suitcase sizes and shells are the most challenging due to the
physical size of the inventory and their relatively high cost.

Moderately Challenging: Given an assemble-to-order process and very small set-up
times, the zipper, pull, binding, and stitching are only moderately challenging. Although
they are inexpensive, they are integrated into the product. For example, it would be
nearly impossible to disassemble the suitcase after the zipper has been sewn into place.

Easy: The carry handle and the hubcaps are inexpensive and can be added (or removed)
easily at any time in the process.

Are there other options that could (easily) be added?

A number of other integrated options could be added, and they would vary in
complexity. For example, integrated items (such as more pockets) that required
additional sewing, gluing, or clips could be complicated and costly. An additional handle
on the side would be integral--the shell would need to be redesigned—but not overly
expensive. In contrast, non-integrated options such as a suit bag could be quite easy to
add.

What are the key operational issues at ROAM that arise with Mass Customization? How
would the addition of time-insensitive orders help ROAM improve factory utilization?

A customer who purchases a traditional generic suitcase can take it home from a store
right away or receive near-immediate delivery from an on-line retailer. The
manufacturer has produced generic units in advance and can efficiently build up
finished goods inventory (FGI). An efficient factory schedule can be planned and
implemented well in advance.



Custom suitcases cannot be pre-made. With millions of color and size options, no
amount of forecasting could anticipate specific demand. Online orders trigger
production—and the clock. Customers expect quick product delivery. As a result, firms
like ROAM face two competing mandates: customization and speed. Some inefficiency
is inevitable in mass customization with its build-to-order production. High-demand
periods delay shipping—which disappoints customers—while low-demand periods leave
the factory idle—which drives up costs.

Compared to overseas producers of mass-customized goods, ROAM currently holds a
competitive advantage of manufacturing and shipping within the U.S. Quick
customization requires relative proximity to customers and an efficient manufacturing
process. However, the cost of unused manufacturing capacity is more expensive in the
U.S. and poses a threat to ROAM'’s future success and growth. So ROAM has the
proximity but not the efficient manufacturing—yet.

If ROAM were to supplement typical short-lead time mass-customized orders with time-
insensitive orders that could be manufactured during days/hours of light demand, the
factory utilization could be greatly increased.

What are the marketing issues with Larry Lein’s request for 200 units of time-insensitive
orders each month?

When earlier delivery is an option, customers choose it—unless there is an incentive to
wait. There may be some time-insensitive customers who would be interested in
ROAM’s products, but only at a lower price. If they were willing to wait for delivery,
ROAM could offer them a discount, increasing both overall sales and factory efficiency.
So far, so good.

In general, time-insensitive customers are likely also to be cost sensitive. But what if
some time-sensitive existing customers (who are willing to buy at the higher price) can
also be cost sensitive? Given the option, they might choose slower delivery, too. This
scenario puts ROAM’s full-priced suitcases in competition with its own discounted
suitcases.

As Larry mentioned more than once, he was unwilling to cannibalize existing demand
from any customers who were willing to pay a premium.

Another issue for ROAM is finding and marketing to this new segment. A single website
cannot serve different markets without inviting cannibalization and confusion.



Sample Student Work

Below are slide decks from three student teams. Note that many of the
recommendations are for business-to-business customers (B2B) rather than business-to-
consumer customers (B2C). While many of these proposals might be for customer
orders in batches greater than one (unlike ROAM'’s current segment of individual
customers ordering single cases), they continue to tap into ROAM'’s ability to configure
the cases to exact specifications.
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