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Increase in variety in selected industries
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Mass Customization

differentiation level
(customized products / services)

solution space

level
(stable processes and
product architectures)

cost level relationship level
(mass production efficiency) (log on)

= value competition

reflact ’?om instead of price

= reduced planning risk, increased
flexibility
= new cost structures

= new dimensions of shopping
experience

= foundation of real customer
relationships

= access to customer knowledge

= higher market research
efficiency: life panel without
panel effects



Customization options

= fit / measurements
= match-to-order

= made-to-measure

» functionality

= design / taste

Products are not buying products, but a bundle
of preferences combined in one market offer.

Theory of consumer
preferences
(Chamberlin 1962)
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wAbout 300 billion USD of waste
within the worldwide textile chain.

Sanders Consulting

«Carmakers could realize total savings of
$65 billion to 80 billion USD a year due to
savings in inventory and capital costs.”

McKinsey

“Savings up to USD 3,600 a vehicle

through build-to-order.«

Nissan Motors

Every second book in the US and about 40%
of the books in Europe are shreddered.

Hess

Agrawal/Kumaresh/Mercer 2001, Hess 2001, Sanders 2001

Bricks and Mortar outlets should be able to almost double SANDERS

for mass customization

their profits with made-to-measure apparel oftextleproducts

Possible profit (before tax) with made-to-measure, bricks and mortar outlet, made in Asia, price premium 5%,
example ladies’ trousers in %
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Profit Price- Markdown Stock Theft Purchasing Transport- Alterations G & A Profit
(Std.- Increase reduction reduction reduction price-incr. cost-incr. (10% with increase (made-to-
apparel) (by 5%) (3,50% vs.  (5vs. (0% vs. (by 18%) (Airvs.  25% of measure)
15%) 90 days 1,5%) sea) Price)

at 15% p.a.)

Source: Sanders-analysis
www.sanders.ch



improvement
and fine tuning
of configuration

customer
feedback,
reaction

second
(third ...) order

continuous
optimization

(first)
configuration
of product
or service

fulfillment of
individual order

storage of
customer
data and

configuration
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(EEEVEIT San Francisco & Eﬂ restaurant search:

LISTS

Looking for something special? We've sorted through the area’s restaurants for the best ZAGA I S U RV EY

everything - all you have to do is click

TAQAT ey
TOP RANKINGS POPULARITY
Top Food By Cuisine Favared by 205 crowd
Additional Good Walues Favored by 305 crowd
Best Buys Favared by 405 crowd

Most Popular Eavored by 50s crowd

Top Decor Favored by Wamen

Top Food Favared by Men

Top blotewarthy Rooms Top 20 Owerall Traflic

Top Outdaar

Ton Romantic

Top Senice FEATURES

Ton Yiews Critic-Proof
(@eis loks of business despite s0-50 foad)
Sleepers

(Sleepers have gaod to excellent fond,
but are little known)y

Worth a Trip

e.g.: SF Restaurant Surevey

3200 people eating
out 3.1 times/week
rating more than
500.000 meals




Mass Customization ist eigentlich ,,uralt*!
... und keine ,,New Economy*

* Fruhe Beschreibung des Konzepts
Toffler (1970); Arbeitskreis Marketing in der
Investitionsguterindustrie (1977); Bell (1980);
Beyering (1983, 1987); Davis (1987); Kotler
(1989), Pine (1991, 1993)

= Spate Umsetzung in der Praxis
= Ursache: Informationsfllusse

The knowledge cycle of mass customization

basic design of solution space
preliminary set of possible specifications;

continuous improvement of capabilities
based on user feedback and wishes \

distribution and customer configuration for configuration for
relationship management existing customers new customers
individual delivery; building use of knowledge gathering information needed
long lasting customer and feedback to for individualization
relationships (learning streamline re-orders (tools for customer interaction)
relationships), customer
knowledge * 1

fulfillment

configuration of solution, customer specific design,
order preparation, price calculation;
control of flexible manufacturing systems or
content delivery systems, supplier integration

Reichwald/Piller/Moslein 2000



Assembly-line view of value creation

Value chain model of industrial
value production

Value creation is sequential,
value is added (tax system!)

Value is, what customers are willing to pay
(Porter 1985)

Customers are destroying value
(“write down” of value during usage)

,»Co-production asks us to reconsider the
nature of value creation. ... it requires that we
consider a multiplicity of values, held in
relations with multiple actors, which cannot be
reduced to a single metric. ... Co-produced

offerings, not the business unit actor, become
the central unit of (competitive) analysis. ...
Interactivity as a focus may lead us to rethink
the nature of the firm, moving from ‘nouns to
verbs’.” (Ramirez 1999, S . 55).




. . interaction degree of customer
system of customer integration R . .
Point integration

soft . match-to-order / locate-to-order: I
customization: Selection of existing (standard) products sales,
according to customer requirements retail
Customization
is basedon < < »
sales activities, bundle-to-order: S k] 'g §
’ . [ =
no involvement Bundling of existing products to customer sales, 5 52 S5
of manufacturing specific product (based on situation of use) retail g5 ES 88
£% s ® o®
53 85 58
r ES 2% 38
assemble-to-order: final $% S o gs
hard Assembling of customized products from na 5> 53 o §
customization: standardized, pre-fabricated parts assembly ».; ‘g 'g S %
o 38 S8
Customization g =3 g8
is based i{r made-to-order: P .§' qﬁ" % %
manufaptunng Manufacturing of customized products man.u ac- <
making / including component manufacturing turing
adjusting the
core product to
customer engineer-to-order: design,
specific needs Customer co-design of product construction, develop-
followed by customized made-to-order ment

Duray 2000, Mintzberg 1988, Piller/Reichwald 2002

The Customer:

o-Producer or
Co-Designer ?



Die Rolle des Kunden

... im Innovations-/
Technologiemanagement:

= Kunde als Marktpartner des innovierenden
Unternehmens

= Kandidat fiir Innovationskooperation

= Zielgruppe im Innovationsmarketing

... im Produktions-/
Dienstleistungsmgmt.:

= Kunde als Wertschopfungspartner
= Kunde als Co-Produzent
= Kunde als Prosumer

Aufspaltung des Entwicklungsprozesses

4L

Zweistufigkeit des Entwicklungsprozesses

Integration des Kunden
in den EntwicklungsprozeR:

* Unterstutzung durch geeignete Tools
» Reduktion der Komplexitat aus Kundensicht
* Nutzung des Wissens



internal autonomous disposition

factors competences ; I'
(pre-fabrication) of supplier

Capabilities

internal manufacturing, external factor /
factors assembly customer
(fabrication) integration

i interactive
product / service disposition
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shoes designed by you

(2) Konfiguration

Blink-
Anzeige |choe des<id Click-barer
der i Modekatalog
gerade zu “’" > 2 e -
konfig. ,4 ‘ large view
Option AN A iy W
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(3) MaRnehmen

shoe designer™ PDF
™ click on the shoe customer service Aus-

( ) druck
large view y ——
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shdes designed by you

(4) Relationship /
Kundenbindung

MyCustomatix: Erh6hung des Interaktionsgrads

1. Save up to 30 of your designs in your own Personal Portfolio.
2. E-mail designs to friends, enemies or yourself.
3. Get a chance to see upcoming shoe designs in early stages.

4. Get the chance to vote on new graphics, logos and style
designs!

Zusatzlich: offenes Forum zur Diskussion tiber Schuhe bei externen
Dienstleister, viele Links

DI d A QIT]

shées designed by you

(5) Beratung /
Kompetenz / Vertrauen

message boara
buy  centificate

PINK

Ifyou dig it: ¥ou are genuinely interested in the world that surrounds you, You tend t Darst_ der

your emotions inside. You desp .

%  red without the passion, we thjll the original addicts i s | it | iy g Griinder
Ifyou don't: We are going to kig

become a member

YELLOW

If you dig it: ¥ou are a believer,
actually. ¥ou set very high sta)
yolow a5 proaf of your gigantic ego,

bel'atung things, but when all is said and]

If you don't: Bet your ex-boyfiig

oranga




shbes designed by you

Schaffung von Vertrauen

Design-bezogenes Riickgaberecht innerhalb von 48 Stunden nach Zustellung
Qualitats-bezogenes Riickgaberecht innerhalb von 6 Monaten nach Zustellung
Testimonials

Zertifikate fiir Web-Site (da aber ohne zu Fragen Ordner auf Festplatte angelegt wird)

Probleme des Konzepts

Hohe Anspriiche an Rechnerausstattung und Vertrauen bei Konfiguration
Komplexitétsfalle aus Fertigungs- und Kundensicht

Fertigung in China, ,kleiner” Kunde in ,,groBer” Fabrik

Vorplanung bis zu welcher Stufe?

Keine MaRanfertigung, kein echter Anreiz zum log-on fiir Kunden

www.dolzershop.de

Willkommen im Shirtshop

Ihre persénliche Konfiguration
» zuriick zu den Stoffen | . -
Schnitt: Ubersic

Stoffkonfiguration

Farbe:
; 2 Muster:z
i
— Stoffnummer:
Q[ roirecn ]
ragen:
Manschette:
Q Tasche:

Monogramm:

» verwerfen

* in den Warenkorb
Legen

= intuitive handling, ,flow" = pre-configuration
= real time visualization = consultancy



www.invido.de

Virtueller Produktkatalog Stand: 0100_V1

Wahlen sielhr A rchjtekturlinie Modern - Family

Wohnkonzept!

Wohnen auf
einer Ebene

— Haustiir trautzeitig

Wohnen auf
zwei Ehenen
Einlieger-
wohnung im EG

Zweifamilien-
haus (EW im DG}

MO-05-10-00-44 [>)
Kenndaten:

Aufbau auf Kallar

Wishnen auf einer Ebenen

Dachabschleppung iber der Haustiire
Dreieck-Efer traufseitig

16 Achted-Ek

Wohnflachen:

12,83 m® Wohnkiiche
3341 m? Eszenfliohnen

w 31 32
= =




Challenges of configuration (l)

Getting product data from ERP data

— traditional ERP logic not suited for manufacturing
control of mass customization systems and
integrating the customer

— combination of dynamic and stable processes
— dynamic pricing, dynamic catalogs

Challenges of configuration (ll)

Granularity

— to many components / variants are evaluated
increasing complexity

— how can variety divided by splitting products into
sub-modules



Challenges of configuration (lll)

Feedback and customer integration

— customer wants to understand she does / selected
— visualization plays important role

— this is the most expensive part
— not product experts should do the testing

= |nteraction becomes the
product

= customers buy sheer
possibility to design their
own product

= design of design

= simultaneous design of
toolkits for customer
integration with (basic)
product (family) design

= prevent user of bad design



Design of interaction systems

either online or offline

» from products to capability

= create point of integration and points of

experience, not points of sales

» encourage learning effects of customers

= fit between customization possibilities
and interaction approach

* reduce complexity, build trust

= get information, create knowledge

= customize customization!

Traditional Economy

Mass Customization

separation of market
research, innovation
and sales

product
services separate activity
product innovation

economies of scale
and scope

experience of use

customer

integration of market research,

innovation and sales

+ capability
services dominant part
+ service innovation

+ economies of customer
interaction

+ innovative experience

+ co-designer



Der Kunde als Co-Designer: ein Unsicherheitsfaktor?!

r

Wie werden materielle und digitale Komponenten eines
Leistungsbundels wahrgenommen und bewertet?

> Wie strukturieren Konsumenten ihren Entscheidungsfindung

in einem interaktiven Konsumprozess?

Wollen Kunden im Interaktionsprozess SpaR, oder sind es
zielgeleitete Individuen?

> Welche Risiken der Interaktion sind Kunden bereit zu tragen?

Was motiviert Kunden, ihr Wissen freiwillig zu teilen?

> Wie und wann wollen Kunden kommunizieren und lernen?

Wie tragen Kunden als Wissenstrager zur Innovation und
Diffusion neuer, zunehmend digitalisierter Leistungs-
angebote bei?

Diskussion

» Und in der Architektur?

» Gibt es Co-Produktion / Co-Design in lhrer
Branche?

» Konnen Bauherren Hausern entwerfen?

Y

Gibt es “Design Literarcy”?

» Welche neuen Rollen stellen sich so an den
Entwurf? Welche neuen Rollen bekommt ein
Architekt? Ein Produktdesigner?



More Information
visit my Web Site (with free newsletter!)
read my books: == -

Piller: Mass Customization, 2. Aufl.,
Gabler: 2001, ISBN: 382447476X

«:m. | Piller: Kundenindividuelle
sundeninviduetie | Massenfertigung, Hanser: 1998,

Massen- ISBN: 3446193367
produktion
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| www.mass-customization.de l

read my papers and studies (free downloads)

@ www.amazon.de www.aib.ws.tum.de/piller

meet the international MCPC 2003

MC community and 2nd World Congress on Mass Customization
discuss your work at Munich, Oct 6-8, 2003 (www.mcpc2003.com)

I

TECHNISCHE
UNIVERSITAT
MUNCHEN

Dr. Frank T. Piller

Technische Universitaet Muenchen,
Dept. for Industrial and General Management
Leopoldstrasse 139, 80804 Munich, Germany

strategic implications of new information Tel: +49 / 89 / 289 24800
technology at the interface between strategic piller@ws.tum.de

management, technology management,

marketing and production management

customer relationship management, www.aib.ws.tum.de.lpill.er
mass customization, customer integration www.mass-customization.de

Interests

Consulting Think Consult Unternehmensberatung
concepts for customer driven value creation
www.thinkconsult.com
piller@thinkconsult.com



Marktstudie Konfigurationssysteme 2002/03

Die Marktstudie "Konfigurationssysteme fiir Mass Customization und Variantenproduktion" liefert
erstmals eine ausflihrliche Darstellung der technischen Hinter-griinde von Konfigurationssystemen
speziell fiir die Anwendungszwecke von Mass Customization. Im Mittelpunkt steht dabei eine
ausfiihrliche Ubersicht tiber die Anbieter entsprechender Systeme. Die Studie vergleicht die
Angebote auf dem deutschsprachigen Markt und stellt die verschiedenen Herangehensweisen an
den Aufbau von Produktkonfiguratoren vor.

Im Gegensatz zu anderen Studien im Bereich Konfi-guration wird dabei genau auf die besonderen
An-spriiche von Mass Customization geachtet, bei der die Konfiguration haufig web-gestiitzt in
Selbstbedienung durch den Nutzer stattfindet. Ausfiihrlich werden dazu die Anspriiche an einen
Konfigurator aus technischer wie strategisch-marketingorientierter Sicht diskutiert.

Ziel der Studie ist es, Lesern aus Handel und Industrie Anhaltspunkte zum Aufbau bzw. zur
Optimierung einer eigenen Konfigurationslésung zu geben. Anhand der Bewertung von Muss- und
Kann-Optionen und den verschiedenen Alternativen ihrer technischen Umsetzung sollen Anwender
die genau passende Konfigurationslosung finden.

Vor allem spiegelt der ausfiihrliche Vergleich des heutigen Marktangebots den State-of-the-Art und
das Spektrum kommerzieller Konfigurationslésungen gut wieder. Diese Informationen sind auch fiir
L 1sberatungen und a von Inte , die fiir ihre Kunden eigene
Konfigurationsldsungen bereitstellen.

25\\1

Die Studie ist derzeit exklusiv bei ThinkConsult zu beziehen. per 200 ST D

Timm A. Rogoll und Dr. Frank T. Piller
i fiir Mass C
und Vari. pi i Strategie, Er
und Technologie von Systemen zur Kundenintegration
2002, ca. 200 Seiten, € 290,-

order@mass-customization.de
Fax: +49-(0)89-289-24805
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Infos und Auszug unter: www.mass-customization.de/marktstudie



