Vacon

SAP® Manufacturing Execution
Provides Functionality to Optimize
Mass Customization
Quick facts

“The great thing about SAP Manufacturing Execution is that it supports different processes and product structures.
It’s designed to support change, so we
can fit the solution to meet any manufacturing requirement and always have
the same functionality.”
Mika Penttilä, Chief Information Officer, Vacon Plc

SAP Customer Success Story
Industrial Machinery and Components

Company
•	Name: Vacon Plc
•	Location: Vaasa, Finland
• Industry: Industrial machinery and
components
• Products and services: Variable-speed AC
drives and renewable energy applications
•	Revenue: €338 million
• Employees: 1,400
• Web site: www.vacon.com

Why SAP
• Strong customer references
• Comprehensive functionality
• Process flexibility and transparency
• Multilanguage support

Benefits
• Centrally manage and monitor mass
customization processes across all
manufacturing facilities
• Improve visibility and control by gaining
Challenges and Opportunities
transparency into the status of products
• Boost visibility and control over mass
being manufactured
customization of millions of possible
• Easily modify manufacturing processes
product variations
to address new business needs
•	Gain more efficient and flexible way to
•	Differentiate the business by branding
customize products to meet customer
products
demands
• Improve aftermarket service by leveraging
• Support manufacturing processes
a complete record of serialized components
of acquired companies
for every product
• Smoothly integrate processes and systems
Objectives
required to support new product lines
•	Replace homegrown manufacturing execution
developed or gained through acquisitions
system (MES) with an enterprise-class
solution that’s scalable and flexible
Existing Environment
• Integrate MES with existing enterprise
ERP iScala 2.3
resource planning system
Third-Party Integration
SAP® Solutions and Services
•	Database: MS SQL Server 2005
• Hardware: HP
SAP® Manufacturing Execution application
•	Operating system: Windows Server 2003
Implementation Highlights
• Completed a pilot implementation in 3 months
• Automated several manual processes
(such as product setup) with standard
software functionality
•	Ramped up users by leveraging a “train the
trainer” approach

Based out of Finland, Vacon Plc is a leading supplier of variable-speed
AC drives, which are components used to control electric motors
and help generate power from renewable resources. “We’re focused
on designing, manufacturing, and selling the best AC drives on the
planet, and we design them to reduce energy consumption by up to
30%,” states Mika Penttilä, chief information officer at Vacon. “But
we needed to better manage the production of millions of possible
product variations, so we chose to deploy the SAP Manufacturing
Execution application.”

The Challenges of Mass
Customization

Demands for Greater Flexibility
and Visibility

Vacon’s R & D and production facilities
are geographically distributed across
Finland, the United States, China, and
Italy – and all support the company’s
mass customization strategy. “We configure AC drives to meet customers’
needs,” states Penttilä. “To do this efficiently, we have a limited number of
well-defined product modules – both hardware and software – and allow customers
to select from them. Once we have an
order in-house, we assemble or configure
sales products using a lean manufacturing process.” Up until now, Vacon has
manufactured tens of thousands of variants for its variable-speed AC drives. But
they could potentially need to manufacture millions of variations.

For years, the company had managed
this complexity using a homegrown manufacturing execution system (MES). And
while it provided good basic functionality,
the application’s inflexibility was causing
widespread business problems. “Our
global market is growing 10% per year,
and we have been able to grow double
the market since 2003. As a result, we
needed to be able to scale up manufacturing swiftly and steadily,” explains Penttilä.
“This often meant changing processes
or setting up new ones more frequently.
Because our old MES was hard-coded
to support certain processes a specific
way, it required massive amounts of time
and money to make modifications.”

When Vacon acquired an electronic business of TB Woods, the company needed
even more flexibility. “This was a new line
of business for us, so we had to support
net-new manufacturing processes,” states
Penttilä. Vacon’s existing MES couldn’t
accommodate these new processes. And
given that management wanted to centrally manage all areas of manufacturing,
the company needed a more flexible,
scalable MES that could support their
growth strategy.
And finally, management wanted real-time
visibility into and control over work in
progress (WIP) across all manufacturing
facilities. This would result in better visibility into real-time production data, leading
to more accurate reporting (for example,
quality studies), better aftermarket service, and better-informed executive planning and decision making.

Searching for the Right Solution
Vacon researched several ME solutions
and ultimately chose to go with the SAP®
Manufacturing Execution application –
a comprehensive, integrated, manufacturing operations solution. This application
helps ensure that products are built right
the first time by collecting data from multiple sources and integrating data systems
with shop-floor activities to create a single
comprehensive as-built record. The result
is an aggregate record of the entire product history, stored and available to support

“SAP Manufacturing Execution is the product that allows us to see the
current status of products being manufactured and gives us the process
flexibility we need.”

Mika Penttilä, Chief Information Officer, Vacon Plc

decision making and to help Vacon meet
quality and compliance requirements.
“We talked with several other companies
in Finland that were using it, which validated our opinion that it could meet all
of our requirements and handle the complexity and dynamic nature of our manufacturing processes,” explains Penttilä.
“The great thing about SAP Manufacturing Execution is that it supports different processes and product structures.
It’s designed to support change, so we
can fit the solution to meet any manufacturing requirement and always have the
same functionality.” Moreover, these

customization,” explains Penttilä. “For
example, we automated the process for
setting up new products because most
of them are customized. Standard SAP
Manufacturing Execution functionality
requires that you manually define traceability values, templates, and other things,
and we needed to automate this.” Using
prebuilt connectors that come with the
software, they also built an interface to
their enterprise resource planning
application.
SAP Manufacturing Execution was first
implemented in Finland and then rolled
out to the company’s other manufacturing

“We can configure label templates to meet customer requirements. This allows
us to offer customers another layer of product customization – and with SAP
Manufacturing Execution, we can do it much faster and more cost-effectively.”
Mika Penttilä, Chief Information Officer, Vacon Plc

changes could be made quickly and
cost-effectively.

A Smooth Deployment
After working with skilled application consultants on a proof of concept, Vacon
deployed a pilot implementation in three
months. “We also made some software
changes to support how we wanted to
handle certain activities relating to mass

facilities in country-appropriate languages.
And to ramp up its employees on how to
use the software, Vacon used an efficient
“train the trainer” approach.

Transforming Mass Customization
Processes
Today, Vacon has a highly efficient
MES to centrally manage and monitor its
mass customization process across all

manufacturing facilities. Now management can see the status of products
being manufactured at all times. In
addition, they can quickly recognize
and respond to configuration or quality
changes, enabling the company to
produce the highest-quality product
for each customer at the lowest cost.
“But the biggest change for us is the
way we can modify manufacturing processes to address new business needs
and customize products,” states Penttilä.
The automated setup process for defining new product configurations allows
the manufacturing team to meet new
customer requirements faster, at a lower
cost, and with less risk while taking advantage of rich SAP Manufacturing Execution functionality.
“The software also automatically
builds a complete record of serialized
components for every product,” he
adds. “Our aftermarket service team
uses this record to address any customer
issues should they arise,” adds Penttilä.
Similarly, all product records, nonconformance information, product yields,
quality data, and other manufacturingrelated information are available in real
time to the entire organization. With this
level of global visibility, management
can see the status of different factories,
compare the productivity of factories
and teams, and manage and track WIP
scenarios.

www.sap.com /contactsap

Creating New Opportunities
to Differentiate

in our old software to do this for each
customer – a very costly process.”

Vacon has also gained a more efficient
way to brand products with the logos
of companies that resell Vacon products
or incorporate them into their own products. SAP Manufacturing Execution
supports different levels of branding on
labels and label templates. Penttilä adds:
“We can configure label templates to
meet customer requirements. This allows
us to offer customers another layer of
product customization – and with SAP
Manufacturing Execution, we can do it
much faster and more cost-effectively.
Before, we had to actually change code

Looking Ahead
“SAP Manufacturing Execution is the
product that allows us to see the current status of products being manufactured and gives us the process flexibility
we need,” states Penttilä. As the company continues to execute on its strategy
to grow organically and possibly also
acquire new companies, management
can do so with confidence that SAP
Manufacturing Execution can smoothly
and easily integrate with new systems
and support new processes.
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