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Management Summary 

Companies operating in creative industries generally focus on quality, customization and the 

introduction of new products. They focus on built-to-order products that are developed on a project 

basis, thus operating like job shops. Customization can provide added value for these firms by more 

precisely meeting a customer’s preferences. However, customization generally also increases the costs 

associated with a project. Increasing customization when a customer does not perceive additional 

value thus can reduce product margins. This poses a risk to solution providers in creative industries. 

With their creative orientation, these firms potentially have difficulties to restrict customization, as it 

generally decreases the solution space and restricts their creative freedom, which contradicts the 

company’s creative nature. This increases the difficulty of balancing the revenues and costs of 

customization. To aid creative firms in more successfully managing this balancing act, an understanding 

has to be generated in two areas: (1) the effect of customization on profits and costs, and (2) the 

mechanisms that help optimize the relationship between customization and outcomes.  

Research is needed to better understand the challenge of managing the customization—project 

performance relationship and its contingencies. Therefore, this study aims to identify and study the 

effectiveness of mechanisms to coordinate customization projects in creative industries. The main 

question this research will focus on is: Which mechanisms can help creative companies to make their 

customization – profit relation more profitable, and thus improve their profit margins.  

In order to answer the research question, an empirical study is conducted at Zandbeek, a content 

marketing agency focused on project-based customized solutions. Zandbeek is representable as a 

company in a creative industry that operates like job shop. Furthermore, it is determined that 

Zandbeek is struggling to increase their profit margins, due to a lack of insight in the effects of 

customization and its coordination mechanisms on project profitability. Zandbeek provides different 

solutions that are relatively customized. Their portfolio, in terms of customization, ranges from 

products that have some degree of standardized fabrication and concepts to pure customization. 

In order to understand the effects of customization and the coordination mechanisms that can be 

applied in a project, a literature study was performed, aimed at developing a model focused on this 

relationship.  The model was tuned to creative industries and used to develop hypotheses about the 

effects of customization. Based on the literature, focusing on the value and costs of customization, it 

was hypothesized that a negative effect of customization on project profitability existed in creative 

firms, as the creative focus of these firms would likely make it hard for them to control the tendency 

to customize. By customizing more than what the customer perceives as valuable, this tendency leads 
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to over-customization, which lowers the relative increase in sales value, while the increase in costs 

remains the same.  

In order to develop a product with specific benefits that creates added value for a customer, 

coordination is required from the both the suppliers side and from within the relationship between 

customer and supplier. As these coordination mechanisms increase the revenues and decrease the 

costs of customization, they act as moderators on the relationship between customization and 

profitability. One highly applicable study had already identified coordination mechanisms in a different 

setting with more standardization and less creativity (Wang et al., 2017). By combining their findings 

with insights gathered at Zandbeek and from other literature on customization, a model tuned towards 

creative industries with a tendency towards customization was developed, depicted in figure 1.  

 
Figure 1: Model of the effect of coordination mechanisms on the relationship between customization and project profitability. 

In order to develop this model, three types of moderating factors were identified: (1) unilateral 

coordination mechanisms that are individual achieved by a supplier; (2) bilateral coordination 

mechanisms that are within the relationships between firms; and (3) factors that can worsen the 

coordination problems. It was hypothesized that the coordination mechanisms weakened the negative 

effect of customization on project profitability, and the factors worsening coordination would amplify 

the negative effect. 

In order to test the developed model and hypotheses, primary and secondary data was gathered at 

Zandbeek. Project profitability was obtained from the project administration system, while the 

independent variables were obtained by conducting a survey among project managers. Project 

managers are considered a reliable source for the measures because of their high involvement and 

direct contact with customers. Data was gathered about 60 projects, leading to an effective response 

rate of 89.6%. To assure only suitable projects were analysed, a number of selection criteria was 

applied. The measures that were used to construct the survey were largely adopted from earlier 

research. The validity of these measures was tested by checking their Cronbach’s Alpha values and 

running a factor analysis. To test the hypotheses, multiple regression analysis was conducted after 
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assumptions for linearity, constant variance, independence and normality were checked. Furthermore, 

the data was checked for multicollinearity and outliers, leading to the exclusion of 5 cases and a 

remaining sample of 55 projects. In order to conduct the multiple regression analyses two regression 

models were developed: Regression Model 1 tests the direct relationship of customization on project 

profitability; Regression Model 2 incorporates the direct effect of customization, moderated by the 

identified coordination mechanisms on project profitability. By a stepwise selection procedure, a 

dummy variable for the involvement of the strategy unit was selected as the only control variable of a 

list of possible control variables. 

With the theoretical framework and the results of the regression analysis the deliverables of this 

research could be met as shown in table 1. 

1) A quantitative analysis to improve the understanding of the effect of customization and its 
coordination mechanisms: 

➢ It was found that customization had a non-significant effect (slightly negative trend) on project 
profitability in creative firms like Zandbeek that could be moderated by a number of coordination 
mechanisms. 

2) An identification of the coordination mechanisms Zandbeek should focus on in order to improve 
their project profitability 

➢ The customization – profitability relationship is positively moderated by project scope statement 
quality and customer participation, these are the two coordination mechanisms Zandbeek should 
focus on to improve the profitability of their customization projects. If these coordination 
mechanisms cannot be ensured a highly customized project has a high change of resulting in losses. 

3) An advice on how Zandbeek should improve these coordination mechanisms and what their policy 
towards customization should be with regard to effect of these coordination mechanisms. 

➢ Project scope statement quality can be improved by: 

• Analysing the product and breaking it down into smaller components. 

• Developing and considering alternatives. 

• Using expert judgement. 
 

➢ Customer participation can be improved by: 

• Involving them in the early phases of a project. 

• Always taking the customer seriously. 
 
If these coordination mechanisms cannot be ensured, a highly customized project should be assessed 
and monitored extra carefully and attempts should be made to reduce the amount of customization 

Table 1: Overview of the deliverables that were met in this research. 

The main theoretical contribution of this research is that the effect of coordination mechanisms on the 

relationship between customization and project profitability is tested in a new context, by adapting an 

existing model by adding and removing coordination mechanisms to assure a fit between the model 

and the context of creative industries focussed on customization. All significant hypotheses aligned 

with the models made from previous research and the current research context. The hypotheses that 

where rejected where only rejected based on insignificance, not because of unexpected results. 
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1. Introduction: customization—profit relationship in firms 

in creative industries. 

A job shop is typically a small to medium sized company that produces small batches of a variety of 

custom products (Safizadeh et al., 1996). Job shops usually compete on quality, speed of delivery, 

customization and the introduction of new products. They generally do not employ economies of scale 

because re-using and standardizing principles cannot be employed due to the low volume and low 

quantity of repeating jobs (Safizadeh et al., 1996). Job shops profit from customization, because 

customization has the potential to increase the value a customer attributes to a product (Simonson, 

2005; Tuli et al., 2007). However, customization generally also increases the costs of products (Piller et 

al., 2004). 

Many providers in creative industries operate as job shops. They work project based (small batches) 

and stress their creativity to create unique and /or innovative solutions for their customers (Flew, 

2002). As long as customers value this customization, sales and margins are secured. However, when 

the costs of customization start to exceed the extra margin one could speak of potential ‘over’ or 

excessive customization. Customization levels that reduce rather than increase profits generally are 

undesirable and should be prevented. To be able to remain profitable management should be able to 

balance the costs and revenues of customization. On the one hand, this requires detailed 

understanding of the costs and profits of customization. On the other hand, it benefits from a clear 

understanding of the mechanisms that help optimize the relationship between customization and 

outcomes. However, this is not always easy to manage, especially for people in creatively oriented 

professions e.g. architects, product designers and fashion designers. Reducing customization in the 

form of standardization contradicts their creative nature and the decrease in solution space restricts 

their creative freedom (Seidel & Rosemann, 2008). 

According to previous research there are different types of coordination that influence the 

performance of customization projects (Fang, 2008; Grewal et al., 2010; Wang et al., 2017). 

Coordination refers to purposely organizing supplier and customer actions to achieve shared goals 

(Gulati & Singh, 1998; Gulati et al., 2012). By increasing their understanding of these coordinating 

mechanisms and their effects on the customization-profits relationship these organizations can better 

manage and optimize their profitability. Examples of such coordination mechanisms are clear goals 

and objectives and realistic scheduling (White & Fortune, 2002). More realistic goals and planning 

facilitate project effectiveness and efficiency. 
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1.1. Problem definition and research questions 

Due to the creative orientation and a lack of insight in the relationships between customization, 

coordinating factors and profitability, companies in creative industries can struggle to hold on to their 

profit margins. To better understand the challenge of managing the customization—project 

performance relationship and its contingencies additional research is needed. Therefore, the aim of 

this research is to identify and study the effectiveness of mechanisms to coordinate customization 

projects in creative companies. The main question this research will focus on is: Which mechanisms 

can help creative companies to make their customization – profit relation more profitable, and thus 

improve their profit margins. In order to answer this, the following sub questions can be identified: 

1. What is the influence of customization on project profitability in creative companies? 

2. Which coordination mechanisms could influence the relationship between project

 customization and profitability in creative companies? 

3. How do these coordination mechanisms influence the profitability of customization 

 projects? 

4. Which mechanisms should be improved in order to increase project profitability? 

1.2. Empirical case study: Zandbeek 

In this research, a positivistic approach will be used to answer the identified research questions. The 

quantitative data required was gathered at Zandbeek. As a content marketing agency focused on 

project-based customized solutions, Zandbeek is a great representation of a company in a creative 

industry that operates like a job shop. 

Zandbeek is a successful communications company located in Eindhoven. They developed of a small 

operation into a full-fledged communications firm focusing on content marketing products like (social) 

media campaigns, corporate identities (branding), videos and magazines. Due to changes in the 

industry and fragmentation of customer spending due to the emergence of social media and increased 

digitalization, their business has changed. Partly as a result of this the firm experiences that it is harder 

to keep projects profitable. They have the feeling their customization projects are often hard to 

manage because of creative tendencies that are not based on added sales value and a lack of insights 

with regard to costs control. 

To maintain higher margins, some potential competitors of Zandbeek have developed standardized 

products. An example is Brand loyalty, who supply their customer with loyalty programs that are based 

on the same principle: Customers collect stamps by buying products in order to redeem rewards. Their 
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solution is relatively standardized because they always follow one concept, and only customize to the 

degree that is necessary e.g. stamps can be stickers, coins etc. This can be seen as customized 

customization, were the design and fabrication of a product are standardized but the customer can 

choose from a range of components. (Lampel & Mintzberg, 1996). In contrast, Zandbeek has a broad 

focus and an orientation towards different types customized solutions, they often develop creative 

and new concepts for individual customers. This results in a high degree of individual customization 

and many types of products. Their products can generally be seen as tailored customization, were a 

supplier customizes everything but the conceptual design or pure customization, in which everything 

is customized (Lampel & Mintzberg, 1996). 

The management at Zandbeek has recently noticed that not all of their products are as unique as they 

were perceived before and some elements of their assignments are actually quite similar. This has 

fuelled the idea that they can apply previously developed concepts in more solutions. Zandbeek 

believes this can potentially reduce the problems they are currently dealing with. By making more use 

of standard concepts, Zandbeek could reduce the amount of customization and therefore help to 

overcome the coordination problems. However, as the effect of customization remains unexplored, 

creative persons in the organization are hesitant use standard concepts as they potentially regard it as 

a threat to creativity. 

To illustrate how degrees of customization differ between Zandbeek’s project, we will look at an 

example in which Zandbeek was able to achieve a number of products with less customization, i.e. 

more towards standardized customization like Brand Loyalty. One example is the Fashion Blog Battle, 

a user-generated-content solution in which fashion bloggers battle for a reward in a number of rounds. 

The blogs are written to spark the interests of fans which can vote on their favourite bloggers, creating 

a peer-to-peer content stream. After the first time, this concept and the required processes were 

successfully used in multiple other projects. This degree of standardization seemed to benefit the 

coordination of these projects. Nonetheless, it seems this can only be achieved for a part of the 

portfolio. It seems that creative companies like Zandbeek have the tendency to develop customized 

solutions for each customer. Furthermore, the unique nature of some products does not allow for 

standardization i.e. a change project for a company’s corporate branding. Which stresses the 

importance of coordinating mechanisms for their customization projects. 

A more detailed problem analysis (Appendix A) confirmed that the main cause of Zandbeek’s problems 

is a lack of insight in the (effect of) coordination mechanisms that can coordinate customization 

projects. It suggests that Zandbeek is a good case to study the above identified problem. 
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2. Research approach 

This research will include several steps. First, in order to understand the effects of customization on 

project profitability and how coordination mechanisms can influence this relationship, a literature 

study will be performed. The focus is on literature regarding customization, in particular studies that 

considered contingencies. Drawing on this a model will be developed tuned to the problem of 

customization in a creative organization’s setting. Next, hypotheses about the effect of customization 

on profitability and the influence of coordination mechanisms are developed. Second, the 

methodology of the empirical research performed to test the model and hypotheses is discussed. In 

line with a more positivistic approach, quantitative data will be gathered about project financial 

performance and factors that are hypothesized to influence this performance. Project managers at 

Zandbeek will be used as key informants. The unit of analyses and data collected concern projects 

performed by the Zandbeek organization between January 2016 and April 2017. To make sure the 

selected projects were suitable for the research, selected projects should consist of or incorporate the 

development of a product (Campaign, magazine, video etc.) based on a quotation, therefore projects 

that represented small service contracts or only consulting activities were excluded. By applying this 

approach, the effect of customization on project profitability at Zandbeek can be explored as well as 

the coordination mechanisms that apply to these projects. Finally, the results are reported and 

discussed. 

2.1. Deliverables 

By conducting this research, we aim to develop three Deliverables for Zandbeek. The aim is to study 

the project profitability of Zandbeek and identify pathways for increasing project margins through the 

identification of different coordination mechanisms. The deliverables that should result from the 

research are: 

1.)  A quantitative analysis based on a theoretical framework to improve the understanding of 

 effect of customization and its coordination mechanisms. 

2.)  An identification of the coordination mechanisms Zandbeek should focus on in order to 

 improve their projects profitability 

3.)  An advice on how Zandbeek should improve these coordination mechanisms and what their 

 policy towards customization should be with regard to effect of these coordination 

 mechanisms. 
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3. Theoretical framework 

In order to understand how customization influences project profitability and how coordination factors 

can influence this relationship by increasing value or reducing costs, a research of the literature on 

customization was performed, for which the articles that were mentioned in the previous chapter 

provided a solid basis. The aim is to develop a model of the effect of customization and coordinating 

factors in creative industries that focus on customization and subsequently develop hypotheses about 

these effects. 

3.1. Literature research: major streams of customization 

There is much research on customization. Four streams were identified: Mass-customization, 

Customer involvement, The value of customization, customer involvement in customization and 

service customization. We discuss these streams briefly before zooming in. 

The largest stream is focused on mass customization. Mass customization is a competitive strategy 

that aims to provide customized products or services in high volume by employing flexible processes 

(Silveira et al., 2001; Fogliatto et al., 2012). Within the stream of mass customization, sub streams are 

focused on its success factors like appropriate customer demand for variety and enablers of mass 

customization as well as enablers of mass customization, e.g. flexible productions processes, product 

platforms and employing information technologies for the development of choice configurators (Tu, 

et al., 2004). In this stream, principles of customization are interpreted in a mass customization 

context.  

The second stream is interested in the value of customization from a more general perspective, this 

steam looks at the value customization can provide to both suppliers and consumers for individual 

products (Simonson, 2005; Franke et al., 2009). Two sub streams can be identified, one stream focusses 

on the added value that customization can provide by satisfying unique customer requirements, the 

other stream is focused on how customization can also increase cost and the cost versus profit issues 

this provides (Piller et al., 2004). In the latter, it is also identified that customization projects require 

coordination between suppliers and customers.  

The third stream of literature that focuses on customer involvement explores the benefits of customer 

involvement in the design and development of customized products. Generally, it is found that 

customer involvement provides benefits to customers and suppliers (Sioukas, 1995; Franke et al., 

2010). Customer participation in the development phase of products ensures that specifications match 

a customer’s preferences and subsequently ensure customer satisfaction (Sioukas, 1995; Randall et al., 

2007; Franke et al., 2010). Additionally, customers can be a source of innovations that can come up 
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with innovative opportunities that the supplier would not have discovered on their own (Sioukas, 

1995). Furthermore, customers are likely to perceive additional value in products they designed 

themselves (Franke et al., 2010). This stream is associated with the first and second stream, as 

customer involvement is related to choose configuration mechanisms used for mass customized 

projects and with regard to the second stream it represents a mechanism that can coordinate 

customization to improve the value and reduce costs.  

The fourth stream of research is focused on the (mass) customization of services, as this has become 

one of the major strategies for service providers (Jiao et al., 2003). Research is focused on applying 

customization principles and models on services (Peters & Saidin, 2000; Coelho & Henseler, 2012). This 

can be difficult, especially when designing service platforms for mass customization because services 

are often represented by processes instead of functional components (Voss & Hsuan, 2009). Services 

are often produced and consumed at the same time, this requires additional attention to the processes 

on the front office that are in direct contact with the customer (Voss & Hsuan, 2009). Therefore, recent 

service customization research also pays attention to the role of the frontline employee, more 

specifically the importance that they are adaptive and how this can be improved (Bettencourt & 

Gwinner, 1996; Gwinner et al., 2005). 

3.2. The value and coordination of customization 

This research is focused on the influence of customization on project profitability and how to manage 

this relationship. Therefore, the remainder of this review will focus on the stream of literature that 

explores the value of customization and principle that can improve the coordination like customer 

involvement. The aim is to identify a study or model that can be used as a framework for our research.  

Customization is an important principle in order to create unique benefits for individual customers, it 

is especially important for creating value and establishing or improving customer relations in the 

business to business domain (Dellaert & Stremersch, 2005; Franke et al., 2010; Gosh, et al., 2006). 

Furthermore, customization is a strategy for differentiating oneself in a market with intense 

competition (Wise & Baumgartner, 1999). Customization poses challenges to both customers and 

suppliers, that can offset the potential benefits of customization compared to off-the shelf products. 

For customers, it seems hard to determine their preferences, choose between alternatives and asses 

the value of customized products (Simonson, 2005; Yoon & Simonson, 2008; Dellaert & Stremersch, 

2005). Yoon & Simonson (2009) suggest that customers with weak preferences can be assisted in 

developing their preferences by providing them with context through developed alternatives. 

Consistent with this phenomenon, effects of customer involvement and knowledge transfer have been 

studied (Tuli et al., 2007; Franke et al., 2009). It seems that customers often view customization as 
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relational process which is not limited to the product (Tuli et al., 2007). In general, studies seem to 

agree that customization holds potential advantages, but these can only be benefited from when 

conditions are met e.g. the customer must be able to perceive the benefits of a customized solution 

and willing to pay a premium for it. 

Customization also has the potential to increase costs (Piller et al., 2004). Compared to more 

standardized products, the change in components, different roles of team members and changing 

output criteria can increase unit costs (Piller et al., 2004). Furthermore, organisational complexity is 

increased (Zhang et al., 2014). Research has shown that coordination between project participants is 

an important factor with regard to the outcome of complex projects (Jha & Iyer, 2006). Coordination 

refers to purposely organizing supplier and customer actions to achieve shared goals (Gulati & Singh, 

1998; Gulati et al., 2012). There are different types of coordination that influence project performance. 

Jha & Iyer (2006) showed that a supplier should possess the capabilities to define a project’s plan, work 

methods, resource requirements and gather required input in order to coordinate a complex project. 

Kumar et al. (2011) and Lee et al. (2015) found that governance structures provide important 

coordination for business-to-business relationships. Grewal et al. (2010) found that governance 

mechanisms can also increase the success of electronic business-to-business markets. Fang (2008) 

focussed on the coordination that a relationship between businesses could provide in terms of 

information sharing and co-development, which had different implications for innovativeness and 

speed to market. 

To achieve a customized product, a relational process between suppliers and customers is usually 

required to develop a product that best suits a customers preferences. Therefore coordination from 

both the suppliers side as in the vertical relationship between a supplier and a customer is required 

for successful customization projects (Stump et al., 2002; Tu et al., 2004; Huang et al., 2008). In 

customization projects, the importance and costs of defining the project’s scope, the components that 

require customization, the role of parties or team members and the criteria for output evaluation seem 

to increase (Piller et al., 2004). According to Zhang et al. (2014) this is a result of an increase in 

organizational complexity because customization requires cross functional coordination in order to 

obtain the required resources and capabilities for customization (Zhang et al., 2014). Furthermore, a 

supplier should be able to employ efficient and flexible operations and have the required capabilities 

to benefit from the value of customization (Tu et al., 2004; Huang et al., 2008). Operational flexibility 

seems especially important to deal with the customer demand uncertainty that can sometimes be 

associated with customization (Tu et al., 2001). Furthermore, the coordination of information sharing 

and co-development in vertical relationships, studied by Fang (2008) and Franke et al. (2010) is 
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expected to play an important role in customization projects, because they enable a supplier to 

develop a product that satisfies a customer’s requirements and preferences. 

One interesting and highly applicable study to our setting is Wang et al.’s (2017). They specifically 

studied coordination mechanisms that increase or decrease the probability of customization projects. 

Figure 2 shows the different coordination mechanisms they identified. These coordination 

mechanisms include both unilateral coordination mechanisms that are achieved by a supplier 

individually, and bilateral coordination mechanisms that are within the relationships between firms. 

As a third cluster, they include additional factors that can worsen the coordination problem (Wang et 

al., 2017). In their study Wang et al. (2017) argue that coordination mechanisms can increase the sales 

revenue and reduce the cost of customization, these mechanisms moderate the relationship between 

customization and the financial outcome because their effect increases as customization increases. 

Wang et al. (2017) identified a project team’s technological capability and product modularity as 

unilateral coordination mechanisms that increase the supplier’s capability for customization. Customer 

participation and relational embeddedness were identified as coordination mechanisms that improve 

relational processes like information sharing. Finally, they identified ambiguity as a factor that 

worsened the coordination problem, because accurate customer input i.e. clear customer needs are 

required for successful customization. Wang et al. found that suppliers can increase their profitability 

by offering customization to customers that actively participate, with a clear demand and with whom 

they have a high amount of relational embeddedness. The respective products should have a modular 

design and the team should have a high technological capability (Wang et al., 2017). 

 
Figure 2: Model proposed by Wang et al. on the relationship between project customization and financial performance 

moderated by coordination mechanisms (Wang et al., 2017). 

3.3. A model of relevant coordination mechanisms 

To explore which and how coordination mechanisms influence the value of customization in creative 

companies, the framework of Wang et al. is a good starting point but needs to be adapted to 

customization in a more creative setting. In contrast to Wang et al.’s (2017) focus on the value of 
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customization in firms that employ a relatively standardized approach and could benefit from 

principles of modularity, creative firms like Zandbeek are focused on customization and cannot benefit 

from some of these principles, e.g. modularity. 

To study the relevance of the coordination mechanisms of Wang et al. for a firm like Zandbeek and 

identify potential other factors, qualitative meetings and conversations with management and project 

managers of a creative organization (Zandbeek) were performed. By searching databases on the topic 

and applying a snowballing method on the initial articles, the list of literature could be expanded. The 

articles that were selected for the adaption of the framework of Wang et al. are shown in Appendix B, 

the articles are listed in chronological order, including their main focus, keywords and scored on the 

dimension of the framework they would contribute to. The dimensions in the framework were derived 

from the types of coordination mechanisms described in earlier research and led to the following 

options: the main effect of customization on profitability, the moderation effect of unilateral 

coordination mechanisms, the moderation effect of bilateral coordination mechanisms, the 

moderating effect of factors worsening coordination. The articles were classified to this framework 

based on the insight that was gathered by the earlier conversations and findings in the literature. 

We were able to identify six factors that can moderate the relationship between customization and a 

project’s profitability in creative industries: Project team capability, scope statement quality, customer 

participation, relational embeddedness, demand ambiguity and excessive creative freedom. There is a 

clear overlap between these factors and the factors selected by Wang and colleagues. 

Of the identified factors, three remained similar to how they were defined by Wang et al. (2017): 

customer participation, relational embeddedness and customer demand ambiguity. The beneficial 

effect of customer participation on the customization process, with regard to ensuring a fit between 

product and customer needs, as well as the increased access to downstream information and 

resources is not likely to change in between industries (Franke et al., 2009; Duray et al., 2000). 

Relational embeddedness results from durable relationships (Nahapiet & Ghosal, 1998). These 

relationships can be formed in multiple industries and improve the customization process (Uzzi, 1997). 

This research also identified customer demand ambiguity as a factor that worsens the coordination in 

customization projects when they focus is on higher amounts of customization (Yoon & Simonson, 

2008). 

Project team capability was also identified as an important factor that moderates the relationship 

between customization and project profitability (Cohen & Levinthal, 1990). A team with greater 

capabilities will be able to interpret customer needs and develop them into product specifications 

more accurately (Cohen & Levinthal, 1990; Wang et al., 2017). This factor has some overlap with the 
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project team technological capability defined by Wang et al. (2017). An important difference is that 

Wang et al. were focussed on technological capability reffering to knowledge of the used technologies 

and the technological skills required. Discussions at Zandbeek led to the insight that in a creative firm, 

the project team capability to translate creative ideas and concepts into products is the equivalent of 

project team technological capability in technological firms. It helps a project team to integrate specific 

customer preferences and to design customized products more efficiently. 

Two new factors were introduced to the model: Project scope statement quality and excessive creative 

freedom. Project scope statement quality was added as a new unilateral coordination mechanism. 

Project management research suggests the quality of a project’s scope is one of the most important 

indicators for project success, especially in more complex products (Ling et al., 2009; Chen et al., 2013; 

George et al., 2008). Customization projects are generally more complex and present more 

uncertainties, This would increase the effect of project scope when customization increases (Dellaert 

& Stremersch, 2005; Simonson, 2005). Additionally, potential risks that can result from creativity 

(Becker, 2008) were also introduced as a factor in the model, because we are dealing with a creative 

environment. By investigating creative risks, excessive creative freedom was identified as a factor that 

could worsen the coordination problem but could not be attributed to any of the already defined 

coordination mechanisms and was therefore also added to the model. 

In the framework of Wang et al. (2017) modularity is argued to be beneficial to customization projects. 

According to Wang et al. a product’s attributes provide a coordination mechanism in customization 

efforts, because the architecture of a product and the processes that are required to develop it can 

have a large impact on the uncertainty and complexity of customization. Product architectures come 

in two main types, modular or integral (Ulrich, 1995). Modularity allows for the efficient organization 

of complex products and processes by decomposing them into simpler tasks (Baldwin & Clark, 1997). 

It is a special form of design that increases the degree to which components in a system can be 

separated and (re)combined. Modular product architectures have become popular to many firms 

because they enable firms to cope with the challenge of finding new ways to replace and expand 

product lines with innovative and high-quality products, while minimizing development and 

production costs (Mikkola & Gassmann, 2003). Simply put, modular architectures increase the degree 

to which components of one product can be re-used in another product (variant) because 

incorporating these components hardly influences the rest of the design. This increases the potential 

value of customization because the ability to reuse the same product components in different variants 

increases product variety. This enables a firm with the unique capability to offer customized solutions 

while also achieving potential economies of scale by reusing the similar components, something that 

cannot be achieved in integrated products. However, in order to employ a modular approach, there 
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should be enough discipline among product developers and designers to develop and conform to pre-

defined component interfaces (Mikkola & Gassmann, 2003). When these interfaces are not designed 

or designers do not conform to these interfaces product components will be interconnected, in which 

interchanging components without affecting the rest of the product is not possible (Ulrich K. T., 1995). 

In creative industries with a focus towards customization, designers generally use design to order and 

do not design for reuse which is required to develop the pre-defined components required in a 

modular architecture (Ulrich & Eppinger, 2008). Furthermore, it is unlikely that these creatively 

oriented designers would adhere to pre-defined interfaces and boundaries if they would exist. 

Therefore, companies in creative industries focussed on customization, like Zandbeek, are not 

considered to use modular architectures and modularity will not be considered as a coordination 

mechanism in this context.  

Figure 3 shows the model that resulted from the theoretical framework and was presented in the 

Management Summary as well. In order to fit the model towards a creative context were 

customization is the standard, the following adaptations were made to the model: Project scope 

statement quality was added as a unilateral coordination mechanism, Excessive creative freedom was 

added as a factor that could worsen the coordination problem and product modularity was removed 

from the model. 

 
Figure 3: Adapted model for the effect of coordination mechanisms on the relationship between project customization and 

project profitability. 

3.4. Developing Hypotheses 

To guide our research, we develop formal hypotheses for the moderators of our proposed model (see 

fig 2). It will clarify mechanisms behind the relationships anticipated. We begin with the hypothesis for 

the main effect of customization on profit. 
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The value and costs of customization 

By better satisfying the specific needs or requirements of a customer, customization can increase the 

value that is offered to an individual customer (Tuli et al., 2007). In this way, the revenue a firm can 

obtain from a customized product increases in comparison to a more standard counterpart. 

Customization involves two firms which have to share product and requirements information to arrive 

at an optimal product that is designed towards the customer’s needs (Simonson, 2005). Through access 

to shared information, a supplier can provide a firm with a solution that better satisfies their needs. 

This better satisfaction should increase the potential benefits the customer has from the solution and 

subsequently increases the price the customer is willing to pay (Wang, Lee, Fang, & Ma, 2017). 

As mentioned before, Creative firms like Zandbeek that work according to a project based process have 

many similarities with a job shop. In a job shop the emphasis is on high quality, individual-orientation 

and high differentiation in order to distinguish themselves (Hart, 1995). In a job shop, economies of 

scale are usually hard to obtain regardless of the degree of customization. A second characteristic is 

that they are a collective of professionals, experts that are hard to manage and value highly their 

expertise and individual integrity. In this case their creativity is holy to them and standardization is 

considered a threat to the use of this creativity/expertise (Kondo, 1995). This makes it difficult to 

control the and costs of customization. When customization and finding creative solutions for 

individual customers are in a company’s DNA, this could also pose a risk. 

Once a company increases the customization of its offers, the costs (of customization) also increase 

(Homburg et al., 2011). If the relative costs of customization increase, the profit margin can change 

from positive to non-significant and even negative. This high degree of customization can lead to costs 

that exceed the value of customization. When this is the case for of some or all projects will result in 

more losses and thus decreased profitability. Therefore, we expect that in creative firms that are 

already oriented towards customization even higher customization will lead to a negative effect on 

profitability because of an increase in costs while the potential value only increases marginally or stays 

equal (Homburg et al., 2011). As a result: 

H1: Customization has a negative effect on profitability. 

Unilateral coordination mechanisms 

A project team’s (technological) capability is the degree to which they are capable to interpret 

customer specifications correctly and develop them into concepts and product specifications (Cohen 

& Levinthal, 1990). This can be seen as a coordination mechanism because identifying and interpreting 

customer needs, as well as explicitly incorporating them in product specifications is more important in 

customization projects because these usually have more specific customer preferences. Furthermore, 
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a team that is more capable will be able to incorporate new solutions faster, which increases the 

supplier’s capability to accommodate specific customer needs on time (Dutta et al., 1999). 

In case of customization these mechanisms will likely increase the value of a solution to the customer, 

because these incorporate the customers’ needs better and are delivered faster. A project team with 

a greater capability will also reduce the costs of a project, as the team is able to coordinate and invest 

in the project in an efficient way that reduces trial and error. Furthermore, they are also able to reduce 

coordination complexity during the customization process (Xiong & Bharadwaj, 2011). Although 

forming a capable project team requires additional investments, the advantages of having a capable 

team will probably outweigh these investments with regard to the coordination mechanisms they 

provide. As a result: 

H2: Project team capability weakens the negative effect of customization on project profitability. 

Research focused at critical activities in a project has identified that a project’s scope is a highly 

relevant activity with regard to a project’s success (Ling et al., 2009; Chen et al., 2013; George et al., 

2008). A project scope, in this context, refers to the work that needs to be done to deliver a product 

with the specified features. The process of managing and defining a project scope throughout a project 

is highly dependent on the scope statement in which the work required to produce the project is 

documented (Project Management Institute, 2000). The scope statement results from an analysis of 

the product, its benefits and costs, identification of alternatives and expert judgements. It provides a 

company with a basis for future project decision making and helps developing an undivided 

understanding (Project Management Institute, 2000). According to the Project Management Institute 

(2000) well-defined scope statement should include: 

1.) The business need or requirement that the project should satisfy, which is the justification for 

the project and provides a basis for future trade-off evaluations. 

2.) A summary of the product that includes the characteristics of the product or service, as well 

as its relationship with the needs that have to be satisfied. 

3.) A summarized list of deliverables that have to be satisfied in order for the product or project 

to be marked as completed. 

4.) The project objectives, which are quantifiable performance indicators that would mark the 

success of the product when they are met. Project objectives generally include costs, 

scheduling and quality measures. The latter are normally specified as unquantified objectives. 

 

Previous research suggest that the quality of the project scope statement has a high explanatory value 

for the variation in a project’s profitability (Chen et al., 2013). A poorly defined scope statement will 
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inevitably cause rework, delays, as well as a lower productivity and morale of employees, which 

subsequently will increase costs and decrease the chances of project success (Project Management 

Institute, 2000). This is caused by changes that are unaccounted for in the poorly scope statement, 

which are disruptive to the flow of a project. In contrast, a well-defined scope statement includes 

requirements which lead to a clear project goal. Clearly defined project outcomes support the 

development of a formal evaluation of the project, promoting performance, motivation, recognition, 

and synergy in teams (Anantatmula, 2010). 

The project scope statement plays an important role in coordinating the project towards precisely 

satisfying a customer’s preferences. Customization influences the complexity of product 

configurations and designs in such a way that the preferences that have to be satisfied are likely to 

increase in complexity (Delleart & Stremersch, 2005). Therefore, the costs of customization are likely 

to decrease as the quality of the scope statement is higher, because the chances of rework and delay 

are reduced. While the value of customization is likely to increase because customer preferences are 

met more precisely. As a result: 

H3: Scope statement quality weakens the negative effect of customization on project profitability. 

Bilateral coordination mechanisms 

Customer involvement is important in customization projects, because more involvement from the 

customers side results in a more effective customization process, as it increases the fit between 

product specifications and customer requirements (Duray et al., 2000; Franke et al., 2009). Even when 

customer preferences have been clearly defined, however, they are at risk of being interpreted in 

different ways. This holds particularly for so-called ‘soft’ specifications, e.g. quality, that have the upper 

hand in communication products. Active participation of customers ensures a more refined definition 

and adaptation of products to their specific needs. Furthermore, they provide the supplying firm access 

to downstream information and resources, which can provide a source of inspiration for new products 

(Klein, 2007; Uzzi, 1997). In these ways, connections between supplier and customer increase 

information sharing, and support the supplier in gathering valuable information (Tuli et al., 2010). This 

mechanism enlarges the value of a customized project as the increased customization of products 

should create a higher value to the customer, and subsequently improve the supplier’s revenue 

(Carbonell et al. 2009). Additionally, customer involvement in the product development process 

increases the value attributed to the project, as it is perceived by customers that they have designed 

the product themselves, thereby improving their attitude towards a product and the project 

profitability (Franke et al., 2010). Customer participation can also function as a cost control mechanism 
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by improving the efficiency of interactions, avoiding the costs of miscommunication and less mistakes 

in the precise targeting of customer needs (Wang et al., 2017). 

These mechanisms show the importance of customer involvement as a means to increase the value of 

customization while controlling its costs. As a result: 

H4: Customer involvement weakens the negative effect of customization on project profitability. 

In the current business environment, viewing a business as an autonomous entity that gains 

competitive advantage through internal competences and capabilities is inadequate (Gulati et al., 

2000).  Firms are embedded in different types of networks with other organizations, these networks 

contain relationships that provide a firm with strategic advantages and consist of strategic alliances, 

joint ventures and long-term buyer-supplier partnerships (Gulati et al., 2000). Therefore, performance 

is better understood by including the relationships in which a firm is embedded. Relational 

embeddedness is the result of long lasting and durable relationships, it arises from trust, overlapping 

identities and closeness between two parties (Nahapiet & Ghosal, 1998). In a situation with relational 

embeddedness a firm is more willing to share resources, capabilities and information (Tu et al., 2004; 

Rowley et al., 2000) which helps to define the specifications of customization. Through this mechanism 

the customization process is improved and subsequently the value of the solution will also increase. 

The costs of some aspects of the solution can also decrease by relational embeddedness, because 

gathering information about the customers background and specific needs will be much simpler for 

long term relations (Wang et al., 2017). Therefore, relational embeddedness is another coordination 

mechanism of customization. As a result: 

H5: Relational embeddedness weakens the negative effect of customization on project profitability. 

Factors that worsen the coordination problem 

There are some factors which increase the costs of customization while decreasing the positive effect 

of customization projects on the supplier’s revenue, these worsen the coordination problem (Wang et 

al., 2017).  

Customer demand ambiguity is such a factor. When a customer is unable to provide a supplier with 

insight into their demands, the demand is unclear and ambiguity exists (Wang et al., 2017). A 

customer’s ability to have insight into their own preferences and to express these preferences is crucial 

to the value of customization (Franke et al., 2009). To perceive the additional value of a customized 

product a customer should have clear preferences (Simonson, 2005). Without clear preferences, a 

customized product will offer less value to a customer. It seems hard to for a customer to express their 

preferences and these are believed to be constructed on the go when decisions have to be made, 
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rather than from memory or rational choice (Slovic, 1995; Yoon & Simonson, 2008; Franke, et al., 

2009). 

Furthermore, customers that are less certain about their preferences are more likely to change or 

develop in to more specific demands in later phases of the project, increasing the complexity and 

subsequently the costs and development time of the project (Simonson, 2005; Yoon & Simonson, 

2008). Additionally, changes to products have a bigger chance of losing their relevance in a situation 

of higher demand ambiguity, requiring additional changes and increasing costs even further.  

This means the value of a customization project is dependent on the degree to which a customer can 

clearly define its needs (Franke et al., 2009). In a situation with higher degrees of customization, this 

effect is likely to be larger. Therefore, 

H6: Demand ambiguity worsens the negative effect of customization on project profitability.  

In customization focused, creative firms, creativity is an important factor, research has shown that the 

perceived creativity of a service can add to the value of a service for customers and can increase 

business success (Horn & Salvendy, 2009). However, creative tasks that occur within business 

processes are closely linked to creative risk, because being creative automatically implies coming up 

with new ideas and solutions, resulting in a high variance and unpredictability of possible outcomes. 

With this variance and unpredictability, the chance of unwanted consequences of creativity also rises 

under a number of conditions (Becker et al., 2008). 

There are a number of conditions that can cause creative risk: A weak requirements specification, too 

much creative freedom, wrong resource allocation, a lack of knowledge and expertise, a lack of 

motivation, and a lack of creative thinking skills (Bettencourt & Gwinner, 1996; Becker et al., 2008). 

Weak requirements specifications allow a large variety of possible outcomes, of which some may not 

satisfy the requirements of the customer, therefore leading to increased creative risk. Too much 

creative freedom gives creative persons too much ability to change processes or products, which can 

lead to unwanted consequences. In this case a project or process manager should ensure that 

everyone is working towards a common goal. Wrong resource allocation can hamper creativity and 

lead to unwanted consequences because creative people will invest time in searching and obtaining 

the right resources, which can kill creativity and lead to a decrease in control over the process. A lack 

of knowledge and/or expertise can result in a disability to be creative, as expertise and knowledge can 

give a person the capacity to be creative. A lack of motivation has a major negative effect on creativity, 

as intrinsic motivation to solve the problem at hand leads to far more creative solutions than extrinsic 

motivation. A lack of creative thinking skills results in an inability of a person to create new 
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combinations out of collections of existing concepts. While important to creativity, the latter three 

conditions only seem to reduce creativity, however, this does not necessarily increase the chance of 

unwanted outcomes, as less creative solutions are not necessarily unwanted. Therefore, in the 

remainder of this chapter the focus will be on the three conditions that were mentioned first.  

Unwanted outcomes of creativity come in three general categories: losing control of processes, low 

quality and a lack of external compliance (Becker et al., 2008). As problems with control, quality and 

external compliance are often a result of one another, these three unwanted outcomes are 

interconnected (Becker et al., 2008). When the control of processes is lost, time and budget cannot be 

managed properly, which can lead to a loss in value due to missed deadlines and increases of costs. 

Low product quality can decrease value by dissatisfying customers and even lead to the failure of a 

project. The variance in outcomes of creative processes can increase the difficulty of predicting the 

outcomes of these processes. This means there is a risk of lacking external compliance, which can lead 

to reputation loss or even lawsuits and subsequently result in great financial loss. Thus, creative risk 

can have a negative effect on project outcomes. Of the three considered causal conditions that allow 

creative risk to occur, two are already covered in the customization coordination mechanisms: weak 

requirements specification (scope definition) and wrong resource allocation (project team capability). 

The causal condition of too much creative freedom seems to remain influenced by other coordination 

mechanisms. 

Too much creative freedom occurs when creative persons do not only have freedom over the process 

to get to a certain goal, but are also given freedom and uncertainty with regard to the definition of the 

goal that should be achieved (Amabile, 1998). When creative employees are left with unstable or 

undefined goals, the creative process is likely to diverge and head nowhere (Amabile, 1998). The extra 

creative effort will only increase costs and have no or even a negative impact on a products value to 

the customer. Managing the creative freedom that is given to employees represents a trade-off, give 

them too much freedom and creativity will head into pointless directions, reduce freedom too much 

and intrinsic motivation will decrease and creative solutions will not reach their potential (Amabile, 

1998). In more customized projects, the creative risk of giving creative persons too much creative 

freedom is expected to be higher because products need to customized towards unique customer 

preferences. When creative persons are not managed by giving them clear goals, the chance that 

unique preferences are not met is greater than for more broadly used standard preferences, therefore: 

H7:  Excessive creative freedom worsens the negative effect of customization on project profitability. 
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4. Method 

4.1. Research setting 

By interviewing higher management and observing projects at Zandbeek, it could be established that 

their projects have varying degrees of customization. As Zandbeek is a project-based company, they 

provide a suitable environment for measuring effects of variables on financial project outcomes. 

4.2. Analysis method 

The data were analysed using a multiple regression method because the model includes the influence 

of multiple metric and non-metric independent variables on a single metric dependent variable (Hair 

Jr. et al., 2010). Moreover, multiple regression analysis also works well when interacting variables are 

introduced to the model (Hair Jr. et al., 2010). In this research, the effects between variables have 

already been hypothesized, subsequently it is important to determine the degree and character of the 

relationships between these variables, therefore multiple regression analysis is used towards an 

explanatory end (Hair Jr. et al., 2010). All analyses and other statistical tests in this research were 

performed with R Studio Version 1.0.143. 

4.3. Data collection 

The unit of analyses are projects performed by Zandbeek. Primary and secondary data were collected. 

The primary data will be collected from project managers involved with the researched projects 

through web based questionnaires by using Google Forms, secondary data will be collected from the 

project management system at Zandbeek, that goes by the name Xiphers. The secondary data in 

Xiphers is useful for this research as it contains the correct cost and revenue numbers for every project 

from 1999 until now, these numbers can be assumed accurate and unbiased as these are the same 

numbers Zandbeek base their accounting on and it would be illegal to defraud this data. At Zandbeek, 

every project is managed by a project manager or leader from kick off to closeout, making them a well-

informed source of data. Projects at Zandbeek typically require direct contact between customers and 

project managers, this enables project managers to rate customer participation, relational 

embeddedness and customer demand ambiguity in addition to the variables that are more internally 

oriented i.e. project team capability, scope statement quality and excessive creative freedom. 

There is a limited amount of project leaders and managers that have enough knowledge to respond to 

the survey, therefore it is important that the projects that were selected for this research were suitable 

for measuring the items and have been completed recently in order to make sure the memory of 

employees regarding these projects is still fresh. 
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To make sure projects were suitable the following selection criteria were applied: 

• Projects were based on an established budget, not one that was calculated afterwards, in these 

there would be no difference between cost and turnover, regardless of other factors. 

• Had project phases with a turnover of more than (>500) to filter out small service contracts. 

• Projects should comprise of more than just consulting activities. 

• Projects are finished in the period between 1-1-2016 and 1-4-2017 

Because of a limited number of respondents, the project leaders and managers were required to fill in 

multiple surveys, to ensure they would not be overburdened by the surveys a maximum was set to five 

surveys per employee. In cases with too many projects for an employee, the selection was based on 

which project responses could also be gathered from other employees, if there were still cases left, 

the most suitable projects were selected based on the which was most recent. For the project manager 

survey, 17 respondents were found that were asked to respond to the survey in Appendix B for a total 

of 68 projects. The surveys were e-mailed to the respondents, in the next three weeks the respondents 

were reminded via both email and physically on a weekly basis. After a month, 60 responses were 

received on the projects, a couple responses involved missing data. However, in this research 

respondents were easy to reach for follow up questions by which the data could be complemented. 

The research was conducted at one company and respondents were easy to contact, as a result, a very 

high effective response rate of 89.6% was achieved in this research. The included projects consisted 

of: Social media campaigns, strategic communication (branding) plans, visuals and magazines. 

To ensure that the respondents had enough knowledge to be a valid source of information, a question 

was included to measure the extent to which they remembered the project and how certain they were 

to respond to the questions correctly. A mean value of 6.28 with a standard deviation of 0.81 was 

found on a seven-point Likert scale, indicating that overall knowledge of the projects was high and 

deviation from this average is low. No responses scored lower than a four on this scale, so no responses 

had to be dropped. In addition, the respondents were asked to give a short description of their project 

to make sure they had given the project some thought before starting the actual questionnaire. 

4.4. Measures 

The questionnaire was developed by employing methods described in Blumberg et al. (2014) and the 

first four steps of the procedure for developing better measures suggested by Churcill (1979). The 

process was initiated by interviewing the executives of Zandbeek and attending several project 

manager meetings. Based on these interviews, meetings and reviewing previous studies, a first version 

of the questionnaire was developed. In order to develop the measurement scales, existing scales were 
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used or converted whenever possible. As the native and professional language of all respondents is 

Dutch the survey was developed in English and translated to Dutch to ensure every respondent would 

fully understand the questions they were asked. The quesionairre was first tested among five 

respondents consisting of project managers and project leaders. The test was conducted to ensure 

questions and instructions were clear as well as to verify that the appropriate terms were used. After 

this test changes were made to the terminology and wording that was used to make sure this would 

correspond to the terminology that is used at Zandbeek. A small number of questions was changed to 

a greater extent as they were percieved as irrelevant or too limited for the selected projects. 

The proftability per project was obtained by collecting revenue and cost data from Zandbeeks account 

management system Xiphers and by applying the following calculation: ((revenue-costs)/revenues-

1)*100%. In Xhipers, the costs and revenues are recorded per project. These costs include the labor 

costs for initiation, were the first meetings were held internally and with the customers, and 

subsequently: conceptualization, planning and project management, development, implementation or 

delivery and service labor costs. Most of Zandbeeks costs consist of labor cost. On top of these, there 

are also the costs of purchased materials as well as the costs of outsourced goods or services which 

are both included in the cost data in Xiphers. A project could also result in costs or revenues after the 

project has been finished, additional service requests or opportunities for upselling might occur due 

to the success of the project. However, whether these additional costs or revenues were the result of 

a certain project, let alone the level of customization would be difficult to determine. To prevent this 

uncertainty these indirect costs were not considered when measuring the financial outcome of a 

project. 

Table 2 depicts an overview of the measures that were used to construct the survey. Each measure 

was constructed from multiple items that were rated by the respondents on a seven-point likert scale. 

Table 2 shows the construct, the number of items, the sources from which these items were adapted 

as well as the Cronbach’s alpha of the combined items. The Items that were used to measure each 

construct can be found in the survey example in Appendix C. 
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Table 2: Measures used to construct the survey. 

For internal validation of the constructs, a factor analysis was used. While confirmatory factor analysis 

is usually used to check developed measures (Hair Jr. et al., 2010), an explanatory factor analysis was 

iteratively employed in this case, because the test indices of CFA might not be reliable due to the small 

sample size. The results of the exploratory factor analysis are shown in Appendix D. The EFA output 

shows that all items loaded positively (> 0.53) on the factor that responds to the construct they belong 

to, indicating a good construct reliability (Comrey & Lee, 1992; Stevens, 1992). Additionally, the EFA 

output (Appendix D) shows that the eigenvalues of the factors are all above 1 satisfying Kaiser’s and 

Cattel’s rules, indicating the number of factors that is retained makes sense (Kaiser, 1960; Cattell, 

1966). Discriminant validity means that the factors are different and uncorrelated, the correlation 

matrix in table 3 in section 4.8. does not show any high correlations between the latent variables, 

confirming the assumption of discriminant validity (Ibrahim et al., 2015). 

4.5. Control Variables 

In addition to the dependent and independent variables, a number of control variables was considered 

as well. Some control variables were based on variables used in previous research, while others were 

based on insights gathered while conducting the research at Zandbeek. All listed control variables were 

considered for inclusion in the regression model (Model 2) by applying stepwise estimation.  
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The following control variables were considered in this approach: 

• Complexity of the process (obtained from survey) 

• The number of business units involved (obtained from survey) 

• A series of dummy variables for the business units that were involved, consisting of: The 

strategy unit, the design department in Eindhoven, the design department in Maastricht, 

the public relations & publishing department (obtained from survey) 

• Repeating customers: customers for which Zandbeek had already concluded more than 10 

projects (obtained from project administration) 

• Project duration in weeks (obtained from project administration, standardized) 

• Rating of Professionalism of customer (obtained from survey) 

• project size in revenue more than €10.000 (obtained from project administration, 

standardized) 

After a stepwise estimation procedure, only one control variable was selected to be included in the 

model: the dummy variable of the involvement of the “strategy” business unit. 

4.6. Sample size 

The sample size is an important aspect of multiple regression analysis, it can be influenced by the 

researcher and effects the statistical power and the generalizability of the results. With almost 10 

independent variables this research setup requires a sample size of at least 50 in order to find more 

than only the strongest effects 80% of the time (Hair Jr. et al., 2010). To achieve generalizability the 

ratio of samples to independent variables should be high enough, meaning that it should never fall 

below 5:1 and is desired to be around 15:1 (Hair Jr. et al., 2010). With a ratio of 60:8 the analysis in this 

research is above the minimum required for generalizability, nevertheless it would still be wise to 

validate the generalizability of the results. 

Before checking the regression assumptions in the next chapter, a particular problem in this sample 

will be discussed. As described in section 4.3, the respondents were required to fill in multiple surveys 

in order to gather a sample large enough for analysis. This means the data are nested and the 

interpretation and the valuations of one respondent could affect the investigated effects, especially 

with the relatively small sample size. This does not necessarily show when checking the assumptions. 

To increase the control over this issue, dummies for each respondent were added to the model while 

checking for significant changes. This led to the exclusion of a number of cases, which will be described 

in section 4.7 (Outliers). Additionally, the depended variable was based on an objective performance 

measure, reducing the chances of common method bias. Furthermore, the correlation matrix (Table 
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3) does not show any problematically high correlations that would suggest bias issues. However, it is 

important to keep in mind that the multilevel approach in which one respondent represents multiple 

cases is potentially problematic, especially for smaller sample sizes, therefore the results should be 

interpreted as explorative and empirical conclusions have to be drawn with care. 

4.7. Analysis assumptions 

There are four important assumptions that have to be tested when conducting a multiple regression 

analysis: Linearity, constant variance, independence and normality (Hair Jr. et al., 2010; Williams et al., 

2013). The assumptions that consider correlations were tested on the model with the main effects, as 

the model with interactions will always have a high degree of correlation between depended variables 

due to the interaction terms, influencing the tests that have to be run to check the assumptions. To 

check the assumptions a number of plots and tests were checked: 

Linearity. The partial regression plots of model 1 are shown in Figure 7 in appendix E, with the small 

sample size in mind the plots look fairly evenly distributed, confirming linearity. There are a couple 

outliers in some cases, but one should not led this guide the overall judgement.  

Constant variance. A Breusch-Pagan test was used whether the errors in the model had a constant 

level of variance among all levels of the independent variables, in other words homogeneity of variance 

(Williams et al., 2013). This test resulted in a value of p=.317 which means the data does not 

significantly differ from homogeneity, so the assumption for homogeneity of variance is met. 

Independence. In regression, it is assumed that each predicted value is independent, which means that 

the predicted value is not dependent on another prediction outside the model. In this case it is not 

suspected that seasonal influences are relevant, furthermore no possible sequencing variables were 

identified. Leading to the assumption that error terms are independent.  

Normality. The normal Q-Q plot of model 1 & 2 are depicted in Figure 8 & Figure 9 in Appendix F, the 

plots looks slightly skewed. However, it is hard to get perfect normality with real life data and a smaller 

sample size, furthermore a Shapiro-Wilk normality test (p=.183 & p=0.286) of the residuals showed 

that the distributions did not significantly differ from normal. Transformations did not provide any 

noticeable improvements and were therefore discarded as they would only complicate the 

interpretation of the results (Osborne & Waters, 2002). 

4.8. Potential problems: multicollinearity and outliers 

After checking the assumptions, two other potential problems of linear models that are not always 

defined as assumptions were checked: multicollinearity and outliers (Williams et al., 2013). 
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Table 3: Correlations between variables, including the (uncentered) mean (M) and standard deviation (SD) per variable. 

Critical in interpreting the regression variate is the correlation between independent variables, which 

depends on the gathered data. Therefore, it is important to assess the degree of multicollinearity and 

determine its impact on the results. In order to reduce multicollinearity, the independent variables of 

this regression analysis were centralized by deducting the mean construct score from the sample 

construct score. The correlation matrix of model 1 is shown in Table 3, it can be observed that no 

correlations exceed a ratio of 0.54, giving no indication of high collinearity. To assess multicollinearity 

the variance inflation factor was employed, the VIF results for model 1 are depicted in Table 9 in 

Appendix G. The VIF scores show no results above 2. in general multicollinearity is assumed at a VIF 

score of 4 or higher (Miles & Shelvin, 2001; Hair Jr. et al., 2010), so it can be assumed there is only a 

low degree of multicollinearity in this case. 

In a regression analysis, the results can potentially be heavily influenced by some samples that have 

unusually high or low values on certain variables. However, this is no direct reason to exclude certain 

observations from the analysis as outliers can still be valid. In this research, the data was thoroughly 

scanned for outliers by looking at each variable independently and in combination with other variables. 

By including each respondent in the model as a dummy variable, each respondent could be checked 

for a respondent bias. Two respondents had provided survey scores that produced significantly 

different results and affected the model. Together these respondents were responsible for 5 cases, 

these were removed from the data because this would increase the reliability of the results that were 

found. A couple of additional outliers were found that resulted from a coding or measurement error, 

however these could be restored without having to exclude the variable, in doubtful situations this 

was first discussed with the respective respondent. Any remaining outliers were not regarded to be 

the result of measurement or coding errors and remained a part of the sample because there was not 

justifiable to remove these outliers form the dataset (Williams et al., 2013). After removing outliers, 

the sample size had reduced to 55, which still satisfied the minimum sample size. 
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4.9. Model Estimation 

In order to test the hypotheses, an equation was estimated by incorporating the measures and control 

variables discussed in section 4.4. and 4.5. This was subsequently divided into two nested models to 

measure both the main and moderating effects that could affect the profitability of a project.  Model 

1 shows the main effects, which is used to assess the first hypothesis, Model 2 shows the two-way 

effects and is used to assess the moderating effects. It is important to note that the independent 

variables of these models were centralized by deducting the mean construct score from the sample 

construct score in order to reduce multicollinearity. 

Model 1: 

Profit divided by Revenues *100 =  βa0 + βa1 Project customizationi 

 + βa2 Project team capabilityi  

 + βa3 Scope statement qualityi  

 + βa4 Customer participationi  

 + βa5 Relational embeddednessi  

 + βa6 Demand ambiguityi 

 + βa7 Excessive creative freedomi 

 + Control variable, and 

 
Model 2: 

Profit divided by Revenues *100 =  βa0 + βa1 Project customizationi 

 + βa2 Project team capabilityi  

 + βa3 Scope statement qualityi 

 + βa4 Customer participationi  

 + βa5 Relational embeddednessi  

 + βa6 Demand ambiguityi 

 + βa7 Excessive creative freedomi 

 + βa8 Project customizationi x Project team capabilityi 

 + βa9 Project customizationi x Scope statement qualityi 

 + βa10 Project customizationi x Customer participationi 

 + βa11 Project customizationi x Relational Embeddednessi 

 + βa12 Project customizationi x Demand ambiguityi 

 + βa13 Project customizationi x Excessive creative freedomi 

 + Control variable 
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5. Results 

  

Table 4: Regression results of the effect of customization and its coordination mechanisms on project profitability. 

The results of the empirical analysis run on model 1 & 2 are depicted in Table 4. With regard to the 

main effect between customization and project profitability, model 1 shows that customization has no 

significant effect on project profitability (β= -.099, p > .1). The effect seems to be slightly negative, but 

is not large enough to be significant, therefore H1 is rejected. A possible explanation is that Zandbeek 

does not suffer as much from the tendency to customize as was initially expected, which leads to less 

profitable customization projects, hence, the relationship is certainly not positive. But the decrease is 

not large enough for a significant negative effect on profitability. 

Other main effects that are found include a positive effect for Project team capability (β= .306, p < .05), 

Scope statement quality (β= .504, p < .01), customer participation (β= .278, p < .05) and excessive 

creative freedom (β= .288, p < .05). These effects seem intuitive, except for the latter, a positive effect 

of excessive creative freedom could potentially mean that the restrictions on creative freedom are 

currently too tight. Negative effects were found for relational embeddedness (β= -.230, p < .1) and 

customer demand ambiguity (β= -.259, p < .1), while the latter seems logical, the negative effect of 

relational embeddedness is surprising. A negative effect of relational embeddedness could occur when 

the supplier gives a more embedded relation offers that are ‘too’ good e.g. give more discount than 

will be earned back due to the advantages of relational embeddedness. 

In Table 4 model 2 shows the results for the moderating effects. For the unilateral coordination 

mechanisms, the results show that the moderating effect of scope statement quality on the 
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relationship between customization and project profitability is positive (β= .421, p < .05), confirming 

H3. Figure 4 shows the simple slope plot and helps with interpreting this effect. From Figure 4 it can be 

concluded that the effect of customization on project profitability worsens significantly when Scope 

statement quality is low. Furthermore, Figure 4 shows that projects perform better for high scope 

statement quality at both low and high levels of customization. Projects with high customization seem 

to benefit more from a higher Scope statement quality, however this effect was not significant. Project 

team capability (β= -.282, p > .1) was not found to have a significant effect as a moderator on the 

relationship between project customization and profitability providing no support for H2. 

 

Figure 4: Simple-slope analysis of high and low scope statement quality. 

Customer participation also has a significant positive moderating effect on the relationship between 

customization and project profitability (β= .257, p < .1). Figure 5 shows the simple slope plot. It shows 

that low customer participation significantly worsens the effect of customization on project 

profitability, while a high customer participation does not significantly influence the relationship. 

Projects with high customer participation benefit more from a higher level of customization, however 

this effect was not significant. These findings support H4, Customer participation positively moderates 

the relationship between high customization and project profitability because the effects of low 

customer participation are significantly more detrimental for high customization projects than for low 

customization projects. It seems that high customer participation is important for projects with high 

degrees of customization projects to perform well. The moderating effect of Relational embeddedness 

was not significant (β= .034, p > .1). So, there is no support for H5. 



 
28 

 

 

Figure 5: Simple-slope analysis of high and low values of customer participation. 

Model 2 shows no significant effect for the moderating effect of customer demand ambiguity (β= -

.067, p > .1) and excessive creative freedom (β= .183, p > .1) on the relationship between project 

customization and profitability, therefore H6 and H7 are rejected.  

As mentioned in section 5.6 this research has a relatively small sample size, therefore it is wise to 

validate the moderation effects that were found. With regard to small the small sample size 

bootstrapping is the most suitable validation method. Bootstrapping draws a number of samples, from 

the initial sample or model (Shalizi, 2017; Fox & Weisberg, 2011). Repeating this this process is 

repeated a large number of times will give a simulated estimate of the real data. By employing a 

bootstrap (R= 6000) the following following confidence intervals were found: 

For the interaction effect between project customization and scope statement quality the two-sided 

95% confidence interval is [0.026, 0.81], which means we can 95% certain that βProject customization:Scope 

statement quality is higher than 0, and validating the result that was found in the regression analysis of the 

sample. 

For the interaction effect between project customization and customer participation the two-sided 

90% confidence interval is [0.011, 0.504], which means we can be 90% certain that βProject 

customization:Customer participation is higher than 0, validating the result that was found in the regression analysis 

of the sample. 
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6. Discussion of the results 

In this research, the influence of project customization on profitability has been analysed in a firm 

active in a creative industry. The focus was on coordination mechanisms that moderate this 

relationship by saving costs or increasing revenues. It included coordination mechanisms that arise 

from both the supplier and the customers side. However, in contrast to earlier work, this research was 

conducted at a firm focussed on creativity that uses customization as a standard practice, and 

therefore coordination mechanisms were made context specific. Without this step, it is likely that 

important mechanisms would have been overlooked decreasing the validity of the research. In order 

to improve the completeness of the coordination mechanisms, project scope definition was introduced 

as a unilateral coordination mechanism, as it proved to be an important antecedent to project 

performance in earlier research. Furthermore, product modularity was removed as a coordination 

mechanism because it was unsuitable in the context of a creative firm that designs to order. Finally, 

with creative nature of many of the projects and the involvement of creative persons that have a 

tendency to be overly-creative, a new variable was added to check the effect of excessive creative 

freedom. 

The results show that for an organization at early stage over-customization as Zandbeek, higher 

customization had no significantly effect profitability in a direct effect. Although we had expected a 

slightly negative effect, the neutral effect does confirm that costs are so high that profits lag behind.  

Interesting were results for the coordination mechanisms that act as contingencies of the above 

relationship. Both project scope and customer participation were found to positively moderate the 

relationship between project customization and project profitability. More specifically, the moderating 

effect of project scope and customer participation was positive for projects with higher degrees of 

customization while for projects with a lower degree of customization, this effect seemed positive but 

was not significant. To illustrate these effects, we calculated the effect of low and high project scope 

definition and customer participation on the relationship between project customization and 

profitability according to the found regression coefficients, these values are depicted in Table 5. 

 
Table 5: Increase/decrease in profitability calculated with B-estimates. 
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This clearly shows that project scope statement quality and high customer participation are important 

moderators and a highly customized project should be paired with high quality project scope and high 

customer participation in order to improve the profitability. When these coordination mechanisms are 

scored low, high customization projects score significantly lower than less customized projects in terms 

of profitability. In this regard, the scope statement quality seems extra important, because its impact 

is almost twice as high as that of customer participation. 

6.1. Managerial implications for Zandbeek 

The results of this research provide a number of insights in the effects of customization and its 

coordination mechanisms which have practical implications for Zandbeek and other customization 

focused firms in creative industries. In this chapter, these insights will be discussed with regard to the 

deliverables that this researched promised.   

First, the quantitative analysis has improved the understanding of the effect of customization and its 

coordination mechanisms. This research has shown that for a creative company like Zandbeek with a 

tendency towards too much customization, the effect of customization on profitability is non-

significant. However, this effect is moderated by coordination mechanisms that can increase the 

profitability as a result of customization when they are higher, and decrease the profitability when 

they are lower. 

Second, we have identified coordination mechanisms that Zandbeek should focus on in order to 

improve their project profitability. The relationship between customization and project profitability is 

positively moderated by two coordination mechanisms: project scope definition and customer 

participation. Even in projects with low degrees of customization, the effect of these mechanisms is 

still positive. Therefore, it is important for Zandbeek to manage the scope statement quality and 

customer participation in order to keep them as high as possible in their projects, especially in projects 

with higher degrees of customization 

In order to answer the third deliverable, we will use these insights to advise Zandbeek on how to 

improve these coordination mechanisms and their policy towards customization regard to effect of 

these coordination mechanisms: 

Managing scope statement quality 

The project scope statement provides the basis for project decisions and common understanding 

about the project, key components are: the project justification, product description, project 

deliverables and project objectives (Project Management Institute, 2000). A high-quality project scope 

statement is characterized by: a clear description of the business need or requirement that the project 
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should satisfy, a description of the product based on the requirements the product should meet, clear 

deliverables that have to be met and clear project objectives in terms of costs, scheduling and quality. 

For each project at Zandbeek, project managers should strive to document these features and make 

them known to the stakeholders of the project. There are a number of tools and techniques that can 

be considered in order to improve the quality of a project scope statement (Project Management 

Institute, 2000): 

1) Analysing the product to develop a better understanding of the product and the required work 

by breaking down the product in smaller components. 

2) Developing different product alternatives and analysing their costs and benefits to assess their 

desirability. 

3) Acquiring expert judgement to judge the scope statement quality, this can be provided by 

groups or individuals with specialized knowledge through experience and/or training. 

In order to be able to improve on these points Zandbeek could focus efforts improving the availability 

of information about previous projects. When this information is more accessible it is likely that 

alternatives can be considered faster and experience of experts can be shared faster. In order to start 

initiate this process I would suggest to improve the structure and organisation in the project database 

like discussed in the ‘quick wins’ of chapter 7. 

Managing customer participation 

Customer participation was defined as a bilateral coordination mechanism, indicating that it is also 

dependent on actions of the customer and not entirely under a suppliers control. E.g. if a customer is 

not interested in participating in a project, customer participation will likely be low. Nonetheless, a 

supplier can try to increase the effect of customer participation by considering the following principles: 

1) Customers are likely to develop more positive attitudes towards a project when they are 

involved in early phases (design) of the project (Franke et al., 2010).  

2) A customer’s opinion or request should always be considered seriously. Managers at Zandbeek 

have noticed that customers who do not perceive that their opinions are seriously considered 

are less likely to cooperate in the remainder of the project. 

Managing the risk of customization 

The results in this research have shown that, when a high-quality project scope cannot be achieved 

and the customer is unlikely to participate in developing the product, the risk of negative profit margins 

increases. In these cases, it would be wise to reduce the degree of customization, especially for 

projects were a high-quality project scope statement is unlikely to be achieved. When it is not possible 
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to reduce the degree of customization, the benefits of continuing with a project should be critically 

compared to the potential costs, after which a decision should be made to either kill or continue the 

project. Furthermore, the non-significant effect of customization on project profitability suggests that 

it is important for a company like Zandbeek to critically asses the value of customization to a customer 

and determine whether a customized solution does indeed result in a higher value to the customer. 

When the requirements that keep a designer from using a standard concept, are not that high in 

priority, this using a more standard concept should be considered. By checking this in the early phases 

of each project, the number of projects were customization leads to less profits can potentially be 

reduced. 

Direct effects on profitability 

In addition to the coordinating effects of project scope statement quality and customer participation, 

two direct effects were found that should not be ignored when trying to increase overall project 

profitability: The direct positive effect of project team capability on project profitability and the direct 

negative effect of customer demand ambiguity. For Excessive creative freedom and relational 

embeddedness, the found effects seemed counter intuitive and do therefore not lead to clear 

implications. While the management and employees at Zandbeek indicated that they believed that 

team capability was generally of a high standard they regularly gave the impression that customer 

demand ambiguity was hampering their operations. 

In order to manage customer demand ambiguity, the literature used in this research provided some 

important principles of customer preferences development, that could potentially be used to decrease 

customer demand ambiguity. Research suggest that customers can be either quite clear in their 

preferences or ambiguous (Simonson, 2005). In case of the latter, preferences are often constructed 

‘on the go’, which provides both a risk and an opportunity (Yoon & Simonson, 2008). Customers with 

ambiguous preferences can be influenced to construct certain preferences, it is important that these 

preferences are strong and stable, otherwise they are sensitive to influences and expected to change 

within a short period (Simonson, 2005; Yoon & Simonson, 2008). By providing multiple options or 

alternatives and framing one option as the most attractive, customers are more likely to choose this 

option and develop strong preferences (Simonson, 2005; Yoon & Simonson, 2008). This mechanism 

can be employed to ‘guide’ customers with ambiguous demands towards stronger preferences. 

6.2. Theoretical implications 

In previous research on customization, the potential value of customization has been explored 

(Simonson, 2005; Franke et al., 2009). This research has also shown that customizing products often 
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presents difficulties, like customers that cannot specify their preferences, offsetting the potential value 

of customization (Tuli et al., 2007; Franke et al., 2009). Recent work of Wang et al. (2017) has further 

explored the tension between revenues and costs for customized products and identified methods to 

cope with this tension. These methods are referred to as coordination mechanisms that represent 

factors which relieve the coordination problems of customization (Wang et al., 2017). In this research, 

the examination of the influence of these coordination problems on the project profitability of 

customization projects is expanded. It is examined in a context were a relatively high average level of 

customization is applied, introducing the risk of customizing beyond the point where it increases the 

potential value for the customer (Homburg et al., 2011). 

By expanding the search for potential coordination mechanisms in the direction of customization 

coordination for creative firms, new coordination mechanisms could be identified. These are especially 

required for the high degree of customization and creativity that is pursued by creative professionals. 

More specifically, the quality of the scope statement was identified as a coordination mechanism from 

the supplier’s side. Customization can increase the complicatedness of configurations and design rules 

(Dellaert & Stremersch, 2005). Therefore, importance of scope statement quality is more important in 

customization projects because of their role in preventing changes, delays, losses in morale or losses 

in productivity (Project Management Institute, 2000; Anantatmula, 2010). Additionally, the creative 

environment at customization oriented companies also required an investigation of possible excessive 

creative freedom. Creative freedom represents a creative risk which could influence the relationship 

between project customization and profitability in a negative manner. A number of other conditions 

were identified that could increase creative risk as well, however, these were already covered by 

individually identified factors, like customer demand ambiguity and project scope statement quality. 

The risk of excessive creative freedom was not covered by other factors and has the potential to lead 

to unwanted consequences as result of giving employees freedom to change processes or products 

(Becker et al., 2008). In customization projects, the tacit knowledge employees have is lower than for 

standard projects, it was hypothesized that this would increasing the creative risk as a result of 

excessive creative freedom for customization projects, however, a negative influence of this 

moderating effect on project profitability was not found. 

By analysing the data of content marketing projects with regard to customization, the influence of 

coordination mechanisms has been tested in an additional context. The results of this study can be 

compared to earlier research to look for generalizability. In our research, it was found that customer 

participation and project scope statement quality increase the profitability of customization projects. 

In earlier research, a coordination worsening effect of customer demand ambiguity was found (Wang 

et al. , 2017) which confirmed the importance of clear customer preferences described in earlier 
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research (Tuli et al., 2007; Franke et al., 2009). In this research, no such effect was found. However, 

this could be a result of the addition of scope statement quality. E.g. here could be a relationship 

between the degree of demand ambiguity and a project’s scope statement quality moderated by the 

degree of customization. With regard to customer participation, earlier research found that it has the 

potential to increase both costs and revenues (Wang et al., 2017). In this research, it was concluded 

that customer participation increases profitability of customization projects, thus it is expected that 

customer participation either increases costs less than the revenues, or decreases costs more than 

revenues, with regard to previous research, the former is more likely (Fang, 2008). No significant 

moderation effect was found for excessive creative freedom, a positive direct effect was found on 

project profitability, this seems counter intuitive with the findings of earlier research (Amabile, 1998; 

Seidel & Rosemann, 2008) and could be specific to the company that was studied. Project team 

capability and customer demand ambiguity were found to be significant as a main effect, confirming 

their influence on the profitability of customization projects defined in earlier work (Klein, 2007; Franke 

et al., 2009). However, they do not seem to play a more important role for projects with higher 

customization, as no significant interaction effects were found. Relational embeddedness was found 

to be significant negatively related to project profitability and no significant moderating effect was 

found, this contradicts earlier findings (Uzzi, 1997; Nahapiet & Ghosal 1998). In this research, a possible 

explanation of this effect could be that price reductions are awarded to long term customers, which 

reduces the profits on these projects. Finally, modularity was found to be unsuitable as a coordination 

mechanism in creative firms that are customization oriented.  

6.3. Limitations and further research 

Like all studies also this research has some limitations. First, data was only gathered from a single firm 

in a B2B industry, because the goal of this research was to identify the effects that influenced project 

profitability at Zandbeek. By focusing on multiple companies, the generalizability of the findings could 

possibly be expanded to other creative industries in the future. 

Second, due to time and resource constraints, all the measures in this research were obtained from 

the supplier. Project manager are usually in close contact with the customer at Zandbeek, therefore 

we were able to gain insights about the customer as well. However, how the customer perceives the 

potential value of customization is an important aspect in order to explain the revenue increasing 

effect of customization (Simonson, 2005; Yoon & Simonson, 2008). In this research, we were not able 

to investigate this relationship in depth because no information was gathered from the customer 

directly. By specifically focusing on the value a customer is able to perceive, future research could gain 
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additional insights in how this relationship behaves in case of over-customization, e.g. does the effect 

develop gradually or at once. 

Third, a serious set of coordination mechanisms was identified. However, extra factors that influence 

project profitability may exist. By comparing the effects of these extra coordination mechanisms (e.g. 

project manager orientation towards customization, degree to which a project is a pet project of 

executive) on both costs and revenues a more detailed insight could be gathered and it would be 

possible to describe the effects of over-customization with more precision and certainty. 

7. Reflection 

We close this thesis by returning to the research questions formulated and answering them directly. 

Additionally, I will reflect on the project. 

RQ 1: What is the influence of (over-)customization on project profitability at Zandbeek? 

While it was hypothesized that customization would negatively influence project profitability, the 

results show that for an organization with a slight tendency towards over-customization as 

Zandbeek, higher customization had no significant effect on profitability. 

 

RQ 2: Which coordination mechanisms could influence the relationship between project (over-) 

customization and profitability? 

By adapting the framework first used by Wang and colleagues, the following potential factors were 

identified: Project team capability, scope statement quality, customer participation, relational 

embeddedness, customer demand ambiguity and excessive creative.  

• Project team capability, scope statement quality, customer participation, relational 

embeddedness was hypothesised as coordination mechanisms that would weaken 

hypothesized the negative effect of customization on profitability (positively moderate the 

relationship).  

• Customer demand ambiguity and excessive creative were identified as factors worsening 

the hypothesized the negative effect of customization on profitability (negatively 

moderating the relationship).  
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RQ 3: How do these coordination mechanisms influence the profitability of Zandbeek’s customization 

projects? 

The awnser for this research question is depicted in Table 6. 

 

Coordination mechanism Hypothesized moderation effect Found effect 

Project team capability + n.s. 

Scope statement quality +   +** 

Customer participation + +* 

Relational embeddedness + n.s. 

Customer demand ambiguity - n.s. 

Excessive creative freedom - n.s. 

Table 6: Overview of hypothesized and found moderation effects 

 

RQ 4: Which mechanisms should be improved in order to increase Zandbeek’s project profitability? 

The results of the regression analysis indicated that Zandbeek should focus on improving the quality 

of their project scope statement and the degree of customer participation in order to improve 

project profitability in highly customized projects. While team capability (+) and customer demand 

ambiguity (-) have direct relationships on profitability that should be taken into account as well. 

Considerations on how to improve these mechanisms were described in section 6.1. 

 

With regard to the answers of research question 1, 2 and 3, I think I gained the most thorough insight 

that was possible with the chosen independent variables and profitability as a performance indicator. 

However, a more detailed insight would have been possible if the effect of customization and the 

coordination mechanisms on costs and revenues were analysed separately. Unfortunately, different 

types of projects and deviations in project sizes made this impossible. With regard to RQ 1, one could 

argue that the question was not researched thoroughly, because I should have checked for a quadratic 

effect of customization due to the balance between costs and revenues. This effect however was 

tested in a preliminary analysis and resulted in no significant effects and made the model weaker. I 

chose not to include it to prevent unnecessary complexity. With regard to the difference between 

more and less customization, one could also state that this could have possibly been too small and 

hard to make explicit. However, different respondents at Zandbeek confirmed a difference in 

customization between projects and no strange moderating effects were found, arguing in favour of 

the approach that was taken. Furthermore, the fact that the main and secondary effects of scope 

statement quality and customer participation were significant and positive means that the implications 
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that were found would still be supported in the extreme case one would argue that all products of 

Zandbeek had the same degree of customization, although this seems highly unlikely to me. 

Research question 4 gives clear directions to Zandbeek with regard to the coordination mechanisms 

they should focus on and in section 6.1. Some considerations to improve these coordination 

mechanisms have been considered. However, I was somewhat restricted by the data gathered in this 

research. Therefore, I was likely unable to research all principles that could be employed to improve 

these mechanisms without diverging form the results. This was not beneficial to the performance in 

terms of the third deliverable of this research. 

By conducting the research at Zandbeek, I was also able to identify potential quick wins that fell 

somewhat outside of the scope of this research. However, I believe that these could be important steps 

towards improving Zandbeek’s operations and therefore I will mention them briefly. First, by scanning 

through their project database, I noticed that the files in Zandbeek’s project map are often not 

accompanied by a project number that matches the project administration. This makes it harder to 

find the right files when working on a project or looking into a previous project, especially for newer 

employees. Furthermore, the files do not seem to be ordered by a common structure, worsening the 

problem. By (re-)introducing a simple but clear policy towards naming and structuring files, this 

problem could potentially be solved. When developing this policy, it is important to focus on the 

commonalities between the products and keep the process as simple as possible, not increasing the 

workload. When introducing this structure, it is important that executives lead by example. 

Second, Zandbeek organises regular meetings with its accounting department. In these meetings a 

(financial) update about the current business is given and points of interest are discussed. With regard 

to these points of interest, I feel the effect of these meetings could be increased by complementing 

them with tasks or action points that all involved managers should report on in the next meeting. When 

there is concern that this would increase the work pressure on these managers, it could be an option 

to reduce the frequency of these meetings. By reducing the frequency of meetings but improving the 

quality and purpose, overall effectiveness could be improved. In case this approach received positively, 

it could be spread to other departments as well. 
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Appendix A: Problem analysis 

To define and expand the main problem and to identify its underlying root causes two meetings were 

held. These meetings were attended by Fleur van Zandbeek, managing partner at Zandbeek Group and 

Willem van Zandbeek, founder and owner of Zandbeek Group, at the first meeting the process was 

supported by E.J. Nijssen, Professor of marketing at the Eindhoven University of Technology. The 

identified problems were analysed and this analysis is represented in a cause and effect diagram. 

Afterwards the root causes could be identified and the relevant problem is described in one sentence 

as the problem statement. 

From the interviews, it seemed Zandbeek had a lack of insight in the mechanisms that influenced the 

(financial) success of their customization projects. This hampered them in developing useful 

procedures or best practices that can guide them towards more successful projects. Additionally, there 

are only a few employees that seem to understand how the processes outside of their department 

flow and how their decisions and actions resonate through the company. This seems to be the result 

of a relatively high employee turnover at Zandbeek, leading to a labour force with a low degree of (in 

the firm) experience and a low number of process guardians that are able to correct and train their 

colleagues. These colleagues do not have specific functions as process guardians and therefore do not 

have the capacity to ‘guard’ the process. As a result, there seems to be some degree ambiguity in 

project teams and the organization with regard to general operating procedures, in other words: “how 

things should be done and who should do it”.  

Furthermore, the ERP system at Zandbeek and the procedures for entering and exporting data are 

lacking behind on modern technologies. Using the current system appropriately costs a lot of effort 

and time, especially for project and account managers, increasing costs. Furthermore, the system is 

hard to understand and more complex than necessary, leading to a resentment among employees and 

less motivation to enter data appropriately. This has resulted in a project administration with differing 

standards and variances in notation between different projects depending on the project manager, 

which reinforces the problems with the ERP system. Apart from increasing the costs because of its 

time-consuming nature, the unstructured feel of the project administration also increases the 

difficulties with regard to controlling the costs of projects. 

This analysis has uncovered a number of problems that lead to a decrease of project margins, by 

examining the causal effects between these problems, a cause and effect diagram was constructed, 

which is shown in Figure 6. The main problem that has to be solved is that Zandbeek is currently unable 
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to increase the margins on their customization projects. This is displayed in the block on the right sight 

of the diagram. The causes of this problem are shown on the left side. 

 

Figure 6: Cause and effect diagram Zandbeek 

Figure 6 shows that three root causes exist for why Zandbeek is unable to increase their project 

margins i.e.: 1). High employee turnover 2). No insight in the effect of (over-) customization and its 

coordination mechanisms 3). An outdated ERP system. Around the start of this research, Zandbeek has 

revealed that they are currently preparing the implementation of a new ERP system. This system will 

have a more intuitive interface and work instructions in order to reduce the problems that are caused 

by the current system. In combination with this new ERP system, Zandbeek is also forming a new 

department that will guide the process and administration of projects. In this department, experienced 

employees will get a fulltime function as a process guardian to guide less experienced project and 

account managers. This should partially solve the problems that are caused by high employee turnover. 

According to the problem analysis, there seems to be one root cause: there is a lack of insight in the 

effects of customization and its coordination mechanisms. Therefore, this research will focus on 

answering questions with regard to the effects of over customization at Zandbeek and the 

coordinatization mechanisms that can influence this effect. By answering these questions, this 

research will allow more objective reasoning in strategic choices about the degree of customization 

and the coordination mechanisms that should be applied. This can only be achieved by increasing the 

use and knowledge of coordination mechanisms and by uncovering the effect of customization. The 

improved insight in the effect of customization and its coordination mechanisms can help to identify 

which factors are the most important in order to improve project profitability. Furthermore, this 

provides key information to complement the introduction of the new ERP system and project 

department. 
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After this diagnosis, the problem statement was defined as: 

• A lack of insight in the effect of coordinating factors at Zandbeek result in a barrier to increase 

the coordination of customization projects and subsequently the margins on these projects. 
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Appendix B: Selected literature 

References Context Keywords 
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Cohen & Levinthal 
(1990) 

Testing predictions relating a firm’s absorptive capacity to 
the knowledge underlying technical change in an industry 

Technological innovation, absorptive capacity, research 
and development, innovative capability, commercializing 
information  x 

 

  
Hart (1995) Developing a framework to guide companies in the 

development of an explicit mass‐customization strategy 
based on four pillars. 

Customer requirements, customization, mass production, 
customer sensitivity, process amenability, competitive 
environment, and organizational readiness x  

 

  
Slovic (1995) Exploring how people’s preferences are developed and the 

effect of preference reversals. 
Preference development, choice, decision making, 
judgment   

 
 x 

Uzzi (1997) Developing an understanding of relational embeddedness 
and organization networks at entrepreneurial firms by 
identifying the components of relational embeddedness. 

Social structures, relational embeddedness, organization 
networks, business structures, economic resources, 
economic theory.   

 

x  

Nahapiet & Ghosal 
(1998) 

A hypothesized model that incorporates what particular 
capabilities (social and intellectual capital) organizations 
have for creating and sharing knowledge. 

Competitive advantage, social capital, intellectual capital, 
knowledge creation, knowledge sharing 

  

 

x  
Duray, Ward, Milligan, 
& Berry (2000) 

Developing a model to classify mass customizers based on 
customer involvement in design and product modularity 

Mass customization, customer involvement, product 
modularity   

 
x  

Gulati, Nohria, & 
Zaheer (2000) 

Investigating how the networks in which firms are 
embedded influence their performance. 

Strategic networks, alliances, corporate strategies, 
relational embeddedness   

 
x  
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Rowley, Behrens, & 
Krackhardt (2000) 

Examining the interaction between relational and structural 
embeddedness in the semiconductor industry. 

Structural embeddedness, relational embeddedness, firm 
performance, strategic alliances.   

 
x  

Tu, Vonderembse, 
Ragu-Nathan, & Ragu-
Nathan (2004) 

A framework of modularity based manufacturing practices, 
customer closeness and mass customization capability to 
test for structural relationships. 

Customized products, modularity-based manufacturing, 
customer closeness, mass customization capability 

  

 

x  
Dellaert & Stremersch 
(2005) 

The effect of product utility and complexity on mass 
customization benefits in an experiment of hypothetical 
mass customization decisions 

Mass customization, product utility, product complexity, 
customer expertise 

x x 

 

  
Simonson (2005) Presenting a process model of customer responses to 

customized products by examining the basic assumptions 
underlying individual marketing. 

Preference development, evaluation of customized offers, 
purchasing customized products, one-to-one marketers 

x  

 

 x 

Klein (2007) Examining the performance impact of relationships between 
service providers and clients as well as the impact of 
information sharing and trust. 

Customization, supply chain management, relational trust, 
information sharing, outsourcing 

  

 

x  

Tuli, Kohli & 
Bharadwaj (2007) 

Proposing thinking about customer solution as customer-
supplier relational processes with requirements definition, 
customization and integration of products, their deployment 
and customer support. 

Marketing strategies, customization, supplier-customer 
relation 

x  

 

x  
Becker, Müller-
Wienbergen, Seidel, & 
Winkelmann (2008) 

An interpretive research to introduce the concept of creative 
risk and explain what strategies organizations can cope with 
it. 

Business process management, risk management, creative 
risks, creativity 

  

 

 x 

George, Bell, & 
Edward Back (2008) 

Separately examining the information critical activities 
within the front-end planning process with regard to project 
success. 

Front end activities, public relations, start up, quality and 
safety, project execution plan, project scope definition 

 x 

 

  
Yoon & Simonson 
(2008) 

Investigating the effect of the way in which preferences are 
formed on their strength and stability 

Customer preference construction, asymmetric dominance 
effect, option set configuration   

 
 x 

Carbonell, Rodríguez‐
Escudero, & Pujari 
(2009) 

Investigating the effect of customer involvement on 
operational dimensions and market dimensions. The effect 
of technological novelty and technological turbulence on 
customer involvement and the moderating effect of the 
stage in which the development process currently is. 

Customer involvement, innovation speed, technical quality, 
competitive superiority, sales performance, technological 
novelty, development stages 

  

 

x  
Franke, Keinz, & 
Steger (2009) 

Measuring the benefits customers obtain from customized 
products and the factors that influence the importance of 
these benefits. 

Mass customization, self-design, customer preferences, 
market segmentation 

x  

 

x x 
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Horn & Salvendy 
(2009) 

A previously tested model and measurement of consumer 
perception of product creativity is refined and validated. 

Customer perception, product creativity, product creativity 
factors, customer product design, customer satisfaction, 
product Purchas ability.   

 

 x 

Ling, Low, Wang, & 
Lim (2009) 

Project management practices that influence project 
performance of construction projects in China 

International project management, project performance, 
project scope  x 

 

  
Anantatmula, (2010) Identifying important people related factors of project 

performance and analyzing important interactions between 
them. 

Project management, project performance, people related 
factors, project success 

 x 

 

  
Franke, Schreier, & 
Kaiser (2010) 

The benefits and costs of self-design Value of (mass) customization, Preferences fit, design 
effort, self-design awareness x  

 
x  

Tuli, Bharadwaj, & 
Kohli (2010) 

The influence of multiple types of ties on the supplier’s 
performance in a business to business setting. 

Customer supplier ties, relationship complexity, financial 
performance, B2B customer relationships   

 
x  

Homburg, Müller & 
Klarman (2011) 

Exploring if there is an optimum level of customer 
orientation in sales encounters with customers with regard 
to sales performance a customer attitude. 

Personal selling, customer orientation, sales encounter, 
salesperson performance, customer satisfaction 

x  

 

  

Xiong & Bharadwaj 
(2011) 

Testing whether young firms need absorptive capability to 
leverage the resources provided in B2B relationships. 

B2B relationships, social capital, absorptive capacity, initial 
public offering value, marketing–finance interface  x 

 

  
Chen, Chen, Liu, & 
Wei (2013) 

Identifying key variables in project initiation and planning 
phases that affect the profitability projects. 

Project performance, project profitability, project 
initiation, project planning  x 

 

  
Wang, Lee, Fang, & 
Ma (2017) 

Customization as a coordination problem between software 
suppliers and business customers 

Customization, project revenues-costs, customer 
participation, demand ambiguity, relational embeddedness x x 

 
x x 

Table 7: Selected literature to find relevant coordination mechanisms and subsequently develop hypotheses.
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Appendix C: Survey example 

The questionnaire was initiated by some general questions to force the respondent to think about the 

project more intensively and to obtain some general information like the involved departments and 

the degree of knowledge the respondent still had about the project. After these general questions, the 

7-point scale items for the constructs were measured (1. completely disagree- 7. completely agree). 

General questions 

1. Hoe zou je jouw functie bij dit project omschrijven? 

2. Kun je het project in enkele zinnen omschrijven? (Klantvraag, geleverde product) 

3. Welke kennis en/of onderdelen van eerdere projecten zijn bij dit project gebruikt? 

4. Welke van de volgende afdelingen was/waren betrokken bij dit project? 

• PR & Publishing 

• Studio Eindhoven 

• Studio Maastricht 

• Strategie 

5. Wie hadden er een belangrijke rol in het ontwikkelen van middelen, zoals content plan of 

infographic, bij dit project? (Naam + korte taakomschrijving). 

6. Ik kan me dit project nog goed herinneren en ben zeker dat ik vragen over dit project juist zal 

beantwoorden. (1. Volledig mee oneens - 7. Volledig mee eens). 

7. In vergelijking met andere projecten van Zandbeek kan dit project omschreven worden als (1. 

Eenvoudig -  7. Complex). 

Project Customization 

1. Dit product is uitvoerig aangepast aan de unieke behoeften van de klant. 

2. Dit product heeft veel eigenschappen die niet 'standaard' zijn bij vergelijkbare producten. 

 

Product team capability 

1. Het team was erg deskundig met betrekking tot de ontwikkeling van de gebruikte strategie/ 

concepten/ideeën. 

2. Het team was erg deskundig met betrekking tot het creatieve doorvertalen van 

strategie/ideeën/concepten. 

3. Het team beschikte over de diverse expertise die nodig was om strategie/idee/concept om te 

zetten in een product. 

 

Project scope statement quality 

1. In de offerte was in detail beschreven, voor de klant én onszelf, welk product we zouden 

maken en leveren aan de klant. 

2. Er was een zeer goede en eenduidige project beschrijving (opgedeeld in vaste en variabele 

onderdelen), om klant en onszelf, aan te houden 
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3. De keuze ruimte in product/service die de klant nog had was duidelijk afgebakend 

4. Wijzelf hadden 100% duidelijk hoe het product eruit zou gaan zien 

5. Wij wisten vooraf precies de hoeveelheid tijd/kosten die we voor het project zouden gaan 

maken 

6. Er was bij dit project duidelijk omschreven voor welke behoefte van de klant het product 

ontwikkeld werd. 

 

Customer participation 

1. De klant was (1. Erg beperkt – 7. Erg intensief) betrokken bij de ontwikkeling van het product. 

2. De klant had een (1. Erg kleine – 7. Erg grote) hoeveelheid invloed op de ontwikkeling van het 

product. 

3. De suggesties van de klant werden erg serieus genomen bij dit project. 

 

Relational embeddedness. 

1. De klant lijkt ons opdrachten te gunnen vanwege eerdere samenwerkingen. 

2. In de relatie met deze klant is er sprake van elkaar tegemoet komen. 

 

Customer demand ambiguity  

1. Toen de klant het product bestelde, waren haar eisen nog niet duidelijk. 

2. Toen de klant het product bestelde, was voor henzelf nog niet duidelijk hoe het product ze 

ging helpen. 

 

Excessive creative freedom 

1. De creatieve vrijheid was zo groot dat specialisten uiteenlopende richtingen op gingen in het 

zoeken naar een oplossing. 

2. Door de creatieve vrijheid leek niet iedereen naar een gezamenlijk doel te werken. 
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Appendix D: Factor Analysis 

  

Table 8: EFA output of survey items (cut-off value= 0.4) 
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Appendix E: partial regression (AV-)plots 

 
Figure 7: Added variable plots of independent variables 
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Appendix F: normal Q-Q plots 

 
Figure 8: Residual plot of model 1 

  
Figure 9: Residual plot of model 2 
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Appendix G: VIF scores 

Variable VIF 

1. Project Customization 1.16 

2. Project Team Capability 1.96 

3. Project Scope 1.70 

4. Customer Participation 1.26 

5. Relational Embeddedness 1.56 

6. Customer Demand Ambiguity 1.68 

7. Excessive Creative Freedom 1.41 

8. Strategy Department involvement 1.43 

Table 9: VIF scores of independent variables of model 1 
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Appendix H: Definitions of core concepts 
 

Core concept Definition 

Customization The degree to which a product is adapted to the perceived 
specific preferences of individual customers and is therefore less 
standardized (Homburg et al., 2011). 

Creative industries Business that relies on activities which have their 
origin in individual creativity, skill and talent to create value. 
(Flew, 2002). 

Team capability The capability of a team to interpret customer specifications 
correctly and develop them into concepts and product 
specifications (Cohen & Levinthal, 1990). 

Project scope statement A documented basis, that consists of the project objectives and 
deliverables, for future project decisions and developing 
understanding of the project among stakeholders (Project 
Management Institute, 2000). 

Customer participation The involvement of a customer in the development of a new 
product. (Fang, 2008) 

Relational embeddedness The closeness of the relationship between a customer and a 
supplier. (Uzzi, 1997) 

Customer demand Ambiguity Unclarity in the demands and preferences of a customer (Wang, 
Lee, Fang, & Ma, 2017). 

Excessive creative freedom When creative persons are offered too much freedom to change 
a product and processes (Becker et al., 2008) 

Table 10: Definitions of core concepts 
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