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Can Customization
Be Profitable?
FROM BESPOKE LEATHER STITCHING ON A MASERATI GRANCABRIO TO
DO-IT-YOURSELF SODA FLAVORS AT A COCA-COLA FREESTYLE FOUNTAIN,
CUSTOMERS ARE INCREASINGLY DEMANDING – AND GETTING – INDIVIDUAL
CUSTOMIZATION FROM COMPANIES.
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BUT THERE’S A REASON MASS PRODUCTION DOMINATED IN THE FIRST
PLACE: IT’S COST-EFFICIENT. NOT EVERY CUSTOMER WANTS OR NEEDS
CUSTOMIZED PRODUCTS OR SERVICES.
SO IS THE TREND TOWARD HYPERPERSONALIZATION JUST HYPE?
WE GATHERED A PANEL OF MANUFACTURING EXPERTS TO FIND OUT.
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Q

How significant is this shift toward a new
make-for-me model of production?

Denis Browne: Looking at the future of manufacturing over the next 10
years, we’ve got two worlds. One is the classic mass-production model
we’re all familiar with. That will continue to expand, and companies will
continue to mechanize, automate, and otherwise squeeze every penny
out of that process. Customers won’t care how those things are made –
screws and nails, for example – they just want the products.
In the other world, we’re seeing the democratization, decentralization,
and hyperpersonalization of manufacturing – just in time, just in place,
and just for me. The advent of 3D printers, computer numerical control
(CNC) machines, and other technologies available at very low price
points is giving people power that they didn’t have access to otherwise.
And that is where the radical, unexpected breakthroughs of the future are
going to come from.
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Q

Is it simply access to those new
technologies that’s driving this increased
customization? Are there other factors at work?
Browne: Henry Ford famously said, “If I had asked people what they
wanted, they would have said faster horses.” Steve Jobs echoed that
sentiment, saying customers don’t know what they want until you show
them. Those are typical 20th-century notions.
And they’re wrong.
People weren’t wandering around New York back in the 19th century
saying, “What we need is more horses.” There was a major health issue
around all the manure that horses produced. But the ordinary person had
no influence at that time; solutions had to come from governments or
corporations.
In the 21st century, that’s being inverted. People have always been
frustrated by lack of choice, but now they have more power, more
influence, more access. They have a voice and a means to do something
about it.
Mark Hatch: In The Great Reset: How the Post-Crash Economy Will
Change the Way We Live and Work, Richard Florida argues that people are
less acquisitive following the economic downturn. Part of that is a result
of having less money to spend, but the other part is the desire to live
more thoughtfully. So you don’t buy 20 dress shirts, you buy five. And you
look for something that’s higher quality and probably more customized,
and costs a bit more per unit. That’s a big sociological change. And it’s
coincided with technological changes that enable that. You can actually
get customized things for price points that aren’t exorbitant.

Q

Like what, for example?

Browne: When a South African carpenter lost four fingers in an accident,
he started looking into his options. The most advanced biomechanical
prosthesis would have cost him tens of thousands of dollars. Instead,
collaborating with an amateur mechanical engineer in the United States,
he built his own customized 3D-printed thermoplastic limb for $500. Now
he develops customized prostheses for customers around the world – or
they can build them themselves, using his open-source blueprints.

Q

Mark, your company, TechShop, is one of
a number of companies that are bringing
the tools of production to the masses. Explain
how it works.
Hatch: I describe it as Kinko’s 3D. You go to Kinko’s to produce things
in two dimensions. You go to TechShop to produce things in three
dimensions, whether it’s metal, wood, plastic, textiles, or electronics.
For $125 a month, anybody over 16 years old can come in and use the
equipment they need to make just about anything on the planet: mills,
lathes, drill presses, a complete woodworking and metal shop, a welding
shop, giant water jets, CNC machines, commercial sewing machines, a
textiles lab, 3D printers, you name it. They have access to the same tools
that GE and Xerox PARC use to do their prototyping. We’re democratizing
access to the tools of the industrial revolution, and we train customers
how to use the machines for an additional fee.

“

PEOPLE WEREN’T WANDERING AROUND NEW
YORK BACK IN THE 19TH CENTURY SAYING,
‘WHAT WE NEED IS MORE HORSES.’

4

Q&A: Can Customization Be Profitable? By Stephanie Overby

©2013 SAP AG or an SAP affiliate company. All rights reserved.

”

NO. 40

Q

Q

What are some examples of manufacturers incorporating customization into their
product lines?

How difficult is it to rework the production
environment to accommodate that level
of customization?

Browne: Coca-Cola monitored its retail fountain machines and found that
people were making their own soda mixtures. That raised the question:
What would happen if we gave them a hundred different flavors and let
them make their own custom drink? That’s how the Coca-Cola Freestyle
fountain came into existence.

Joe Pine: I think the biggest change required is a change in mindset.
Customization requires a very different approach than mass production.
Mass production is about sacrificing everything to the efficiency of the
machines and the manufacturing line. Customization is about being
agile and trying to eliminate customer sacrifice – that gap between what
consumers really want and what they have to settle for today. Mindsets
can be difficult to change in manufacturing companies, some of which
have been around for a century or more. But customers are pushing them.

Mars lets customers personalize the printing on their M&M candies. If you
buy a Maserati, you can customize everything, from the brake calipers
to the stitching on the logo that goes in the headrest. Nike introduced
NIKEiD, which enables buyers to design their own shoes and accessories.
Apple offers individualized etching on the back of an iPod or iPad. And it’s
all happening on an industrial scale.

Q

How about on the information technology front: does make-for-me require a
different IT approach?
Peter Spielvogel: It’s going to require major investment on the data side.
Once you get into the personalization business, companies will have
the ability to track purchases and target customers on a much more
individual basis and across an increasing number of channels. So while
the manufacturing hasn’t shifted, the underlying information technology
– the big data, the real-time analytics – that’s where innovation is
happening to enable manufacturers to go after that one-to-one market.
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Consumers get

100%

of what they want
building to thier own specs

Q

How can manufacturers predict when
customers want an individualized product?

Browne: I think they’re using a number of different strategies. I do
think that throwing spaghetti at the wall and seeing what sticks is still a
large part of that. But the more instrumentation that we get, the more
telemetry we can incorporate from the different devices and different
social networks and whatnot and start connecting those together, the
more opportunity we’ll have to do this in a more predictable fashion.
Another way is to monitor what’s happening on some of the crowd
funding sites like Kickstarter and Indiegogo. You get a video camera and
an idea and the next thing you know, you’re funded by the crowd to make
the product you just spoke into existence.

Q

We talked about the richer customer
insight that will come with customization.
What are some other benefits?
Pine: Customization can actually be cheaper. You can get rid of all the
things that people actually don’t want. And if you stop producing things
that people don’t want, you don’t have to put them on sale.
Hatch: With customization, companies can increase their margin, reduce
their volumes, and at the same time reach a broader audience because
that audience has got much more diverse tastes than what mass
production enables.
Spielvogel: The other transformation piece of personalization is the
potential for a huge uptick in customer satisfaction and loyalty. If you’re
building your own product to your own specifications, you get 100% of
what you want instead of 80% or 90% of what you want. If you can do that
at a cost that’s more or less at parity, why wouldn’t you?

There’s More.
TO LEARN MORE ABOUT HOW BUSINESSES ARE RESPONDING
TO CUSTOMIZATION CHALLENGES, READ THE IN-DEPTH REPORT
THE MAKE-FOR-ME FUTURE.

PDF

The SAP Center for Business Insight is a program that supports the discovery and development of
new research-based thinking to address the challenges of business and technology executives.
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