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ABSTRACT

Purpose —The field of service research has devoted coreldierattention to the customer's
role as value creator, but there is a lack of re$ean understanding customers' psychological
processes in value creation. This paper highlittesmportance of psychological distance in
value-creation processes. Psychological distandbescustomer's perceived distance from
service interactions in terms of spatial distantmmporal distance social distance and
hypothetical distance. Critically, psychologicabktdince influences cognitive processes and
can influence how customers think and feel aboetsirvice interaction. An appreciation of
psychological distance within service contexts balp managers to tailor the interaction in
order to facilitate value creation.

Methodology/approach —In this conceptual paper, we build on psychologseaech and
service research to develop seven propositionsetkigibre how psychological distance can
operate within service interactions and how thighminfluence value creation.

Findings —We divide the propositions into three sections. Titet concerns how perceived

psychological distance from the service interactan act as a barrier to entering a service
interaction. In particular, we consider the inflaenof social distance and spatial distance
within the context of service interactions. The@®t section examines how psychological
distance to the expected point of service usemifuence how customers construe the service
and the value creation. The third aspect addresse&t®mer-specific characteristics that can
impact on value creation by influencing perceivegighological distance toward the service.

Research implications —-Existing research suggests that customers ultijmdeside if value

is created in the interaction. This paper propodes perceived psychological distance
influences customers' value creation by examinimggdervice interaction from the customer
perspective. We suggest that complex context-gpdeidtures of the service interaction can
be understood by considering psychological distdrure the service interaction and from the
service itself and evaluating how this impacts alug-creation processes.

Practical implications — From a practical point of view, the paper helps agans to better
understand how to manage the service interactioth vaustomers by identifying
psychological antecedents of customer value creatio

Originality/value — The paper introduces the notion of psychologicatadice into service
research about value, proposing that the custom@gsin creating value in interactions with
the service provider is influenced by the psychmalgdistance to the interaction and to the
service offered in this interaction.

Paper type— Conceptual paper



Introduction

Customer value is at the core of service researuththe last decade has seen the field of
service marketing devote considerable attentidhéaole that customers play in value-
creation processes (Bendapudi and Leone, 2003;r@®$n2008; Vargo and Lusch, 2004;
2008). Understanding customer value is of particifgortance for service management as
all business activities are ultimately directed 4oss value (Sheth and Uslay, 2007) and the
ability to generate customer value is a crucial petitive advantage for service providers
(Babin and James, 2010). Despite this increasagsfon the customer as a key player in
value creation, customer value remains an elusimeapt (Caru and Cova, 2003; Gummerus,
2013). Addressing this elusiveness, the Nordic schas treated services as idiosyncratic,
contextual and experiential emphasizing how sesvimed to be understood from the
perspective of individual differences between comts (Helkkula, Kelleher and Pihlstrom,
2012). Addressing this view within the Nordic schabis paper builds on the value spheres
of the service logic (Gronroos and Voima, 2013argue that psychological distance may
play a part in better understanding customer vatw individual level.

During the service process, customers create iy in interactions with service
providers (Vargo and Lusch, 2004), and partly irerefently from the service provider
(Gronroos, 2008). The interactive part of valueation takes place at the interface between
the customer and the service provider (Gronroos\vanicha, 2013), highlighting the need to
understand how customers perceive these serviegations. In the interactions, the service
provider can engage with the customer's value-omrearocesses to become co-creators of
value (Vargo and Lusch, 2004; Groénroos, 2008). Harehe successful managing of this
process requires that the service provider undetstthe factors that help determine value
from the customer's perspective (Karaba and Kjeldha@2013).

Building on this understanding of the value-creatocess, this paper aims to advance a
service understanding of how psychological distanfteences customers' value creation,
where psychological distance refers to the cust@sense of closeness to the service
interaction and to the service. The paper is pos#d within the stream of service logic,
mainly developed within the Nordic school of seevibnanagement, as the service logic offers
a management-level view of the service perspeciivbusiness (e.g. Gronroos, 2008;
Gronroos and Voima, 2013). We propose that undsistg customers' psychological
processes is key to this management-level vievefices. The theoretical foundation of the
paper rests on two literature streams, servicaareBeand psychology research. We use the

service literature to show how service researchrdess value creation and value perceptions,



and further highlight a research gap consisting laick of concrete understanding of the
psychological processes that influence how a seinieraction is perceived by the customer
(Dasu and Chase, 2011). To address this reseapclveghighlight one factor, psychological
distance that may either hinder or help custonvatsie-creation processes.

Throughout the paper, we take the perspectivevillae is derived from the use of the
service (Vargo and Lusch, 2004), that customerslarays value creators (Grénroos 2008,
2011) and that service providers can become val@eators by interacting with customers
(Grénroos and Voima, 2013). Although service redezns have studied the notion of value
creation in detail (Gronroos 2008; Payne, StorbacicaFrow, 2007; Vargo and Lusch, 2004,
2008), the field of service has paid less attentiotihe exact nature of the interactions
between customers and service providers, and tothese interactions drive value creation
(Dasu and Chase, 2013). Recently, service reséachalled attention to the need for a
conceptualized understanding of customers' valugepgons (Gronroos, 2012; Gummerus,
2013; Penaloza and Mish, 2011), highlighting that¢ustomer's service experience is a
complex phenomenon (Helkkula and Kelleher, 2010jldghg on research within the field of
psychology, we seek to address what characteritite service may facilitate value
creation. We focus on the notion that psychologitstiance (the customer's sense of
closeness) to the service interaction and to thecgemay influence the extent to which, and
the way in which, value is created. To our knowksdbis notion of psychological distance
has not been examined in the value creation lilezat

In psychology, psychological distance refers togbeceived closeness to an experience. In
recent years the concept of psychological distamckits effects on perception has gained
much attention (see Trope and Liberman 2010 feveew). We use insights from this field to
explore the effect of psychological distance orugatreation in services. We explore three
aspects of the service interaction, and use inierato mean Situations in which the
interacting parties are involved in each other'saptices (Gronroos and Voima, 2013
p.140). First we examine how the context of therattion may influence psychological
distance and how this context may impact on théoousrs’ willingness to engage in an
interaction to co-create value together with theise provider. We then focus on the
psychological distance to the actual service it@etf examine how this distance influences
customer perceptions of the service and thus \akegion. Finally, we take a step back and
consider how customer characteristics might infogetieir perception of psychological

distance and what this means for the value-cregtiooess.



Throughout this analysis we align these process#setdifferent spheres in which value
creation takes place. Grénroos and Voima (2013yestghree value creation spheres: the
provider sphere, the joint sphere and the cust@mieere. In the provider sphere, the service
provider facilitates customers’ value creation thyle providing resources for customers' use.
In the joint sphere, customers and service prosidercreate value through mutual
interactions. Here customer and provider are caolywers of the service for the customer and
thus co-creators of value. In the customer sphireecustomer creates value independently or
in social interactions with friends or other pers@@ronroos and Voima, 2013). Bringing
together current theoretical understandings ofisesvand value creation with current
psychological understanding of psychological distabased on construal level theory, we
develop a set of seven propositions on the psygihedbprocesses relating to how

psychological distance shapes customers' valuéianea

The concept of psychological distance
Psychological distance refers to the perceivecdes of an event (an experience that
encompasses interactions and feelings) from a pargaect experience (Trope and
Liberman, 2003). In a service interaction therevamgous types of distance; the interaction
takes place in a physical setting (spatial distgrtbeough interactions with the service
providers (social distance) concerning servicesreff either now or in the future (temporal
distance) that either have a high or low certagitgutcome and so seem more or less real
(hypothetical distance). Consideration of thesen®of distance is important in services, as
psychological distance has an influence on cogniied thus on how services are construed.

The principle behind the notion of psychologicatdnce is that various forms of distance
(spatial, social, temporal and hypothetical) arecegtric; they are measured from the
perspective of the individual (Trope and Liberm2@0)3). Current psychological research
suggests that all these distances are componeatsiofle metric of egocentric distance:
psychological distance (Trope and Liberman, 20IBj)s means that a feeling of spatial
distance from someone generalizes to a feeling@ékdistance (and vice versa) because it
influences our egocentric sense of psychologicdbdce. Thus activating one type of
distance automatically activates other dimensidrtstance. For example, Stephan,
Liberman and Trope (2010) found that increasingpslogical distance by increasing spatial
or temporal distance also increased social distance

The principle of a single psychological distancat ttomprises aspects of social, spatial,

temporal and hypothetical distance is criticallyportant because increasing any of these



egocentric distances is theorized to influence tagnsimilarly (see Trope, Liberman and
Wakslak, 2007 for a review). Indeed, the relatiogpstetween psychological distance and
cognition means that it is important to consider ¢fffects of psychological distance in
different settings, leading to the implicationgpsi/chological distance being examined in a
wide range of fields (see Trope and Liberman 2@t@&freview). As spatial, social, temporal
and hypothetical distance are all features of serinteractions, the automatic activation of a
single psychological distance from these cues @wn et al., 2007) may be an integral
component of a service interaction. The importasfgesychological distance rests upon the
extent to which it influences the psychologicalgasses that in turn influence the value-
creation process. In the next section, we review pgychological distance influences
psychological processes before developing sevepopitions to demonstrate why an

appreciation of psychological distance is necessasgrvice contexts.

Psychological distance and construal

The construal level theory describes how psychobdglistance influences cognition (Trope
and Liberman, 2003; 2010) and suggests that psygiwall distance influences the way in
which we represent and construe information abowvent or experience. It has long been
recognized that we represent information at difietevels of abstraction (Rosch, 1975,
Vallacher and Wegner, 1987). For example, congsidemtract for broadband service: we can
construe this in terms of specific service featusesh as the broadband speed, the usage
allowance, the type of wireless router etc.; imof the product, enabling us to access the
internet; or as a household service, similar teewatlectricity/gas. As we move away from
thinking about specific features of the servicehigher level conceptualizations (e.g. a
household bill), the information associated witklekevel of construal becomes more
abstract, for example, “something | get a monthllyfer” or “something connected with a
house”.

Construal level theory (Trope and Liberman, 20@L® Trope et al., 2007) suggests that
psychological distance is related to the level laictv we construe information. An event that
is represented at a low level of construal is higluntextualized and rich in detail (Bar-Anan,
Liberman and Trope, 2006). This detail includesdantal or peripheral feature information
that is not essential in order to understand tlemevower level construals are thus relatively
unstructured. In contrast, when information is esgnted at a higher level of construal, the
gist of the event is extracted, which results md¢bntral features required for understanding

being retained, but at a relatively abstract l@valhich the representation is decontextualized



and all the peripheral and incidental features (dsipe and Liberman, 2000, 2010). For
example, a high level construal of university exgare could be “studying at university in
the UK” whereas a lower level construal could beidying for a bachelor's degree in Politics
and International Relations at Cambridge in 208y extracting the gist, the incidental and
peripheral information is lost but the central mf@ation and its meaningfulness is retained.

Psychological distance and level of construal aghli related because we use knowledge
differently at different levels of psychologicakthnce (Trope and Liberman, 2003; 2010)
When psychological distance is small, events impaabur direct experience because they
are spatially and temporally close, they occuhmhere and now. As such, representing
information at a lower level of construal enablesamake use of the rich contextualized
detail available. In contrast, when an event idigliyor temporally distant, this rich detail
may not be available, and so representing the enexistract gist-like terms is more useful
(Trope et al., 2007). This link between psycholagdistance and construal level means that
thinking at a higher level of construal primes alifey of psychological distance (Bar-Anan et
al., 2006; Trope and Liberman, 2003), with muchknarthe psychological literature
validating these links (see Trope and Liberman (020t a review). For example,
manipulating whether people think about an eveatlagh level of construal (by asking
people to think about an event in “why” terms whictolves thinking more abstractly about
the underlying reasons for completing a task) lemalevel of construal (by asking people to
think about an event in “how” terms which involwbiking about the necessary contextual
details to perform the task) can influence howirfiaihe future people judge the event to be
(Liberman, Trope, Macrae, and Sherman, 2007). Itapty, changing the level at which an
event is construed can influence perceived psygnbdistance from the event but the
reverse is also true. Changing psychological dcgdrom an event can thus also influence
how it is construed. For example, Liberman, Sagmnigt and Trope (2002) asked participants
to imagine an event occurring in the near or faurel The participants then grouped a set of
items that related to the event into as many caieg@as possible. Participants in the far future
condition grouped items into fewer categories, ssjgg that they thought in more abstract
terms about the items and how these were related.

Adapting this understanding of psychological distato services, we posit that
psychological distance is an important conceps@vwice research because it offers
theoretical insight into how the context in whitte tservice takes place can influence the way
in which customers construe the service. The faligvsection outlines how we see

psychological distance operating within serviceisgs.



The importance of psychological distance in sercimetexts

Psychological distance consists of different foohsustomer-centric distance, spatial, social,
temporal and hypothetical and thus the relatiowbeh psychological distance and construal
offers a unifying framework within which to undeasti how these seemingly disparate forms
of distance influence how customers perceive atetant within the service setting. Holbrook
(2005) notes that consumer value is an interactelativistic preference and experience.
Value is relativistic because it differs betweediwiduals and the situation in which an
evaluation occurs. Examining psychological distancgervices therefore offers an important
framework within which to explore how different gee settings and different service
experiences influence value perceptions.

Service research recognizes that value in seraigsss from an interactive process
(Grénroos, 2008; Grénroos and Voima 2013; Vargolamgth, 2004). In social psychology
and marketing, Higgins (2000, 2006) has also sugddbat value derives not just from target
specific characteristics (e.g., the service) bsb #lom the process, namely the force of the
motivation in seeking that value. One of the cdritretors determining this motivation is the
strength of the engagement with the process, sh#té extent to which one is fully absorbed
in the process (Higgins and Scholer, 2009). In amgagement strength is determined in part
by how well customers align their orientation tod/iéine goal that guides them with the
strategic process used to attain this goal. Whisrrdéigulatory fit occurs, this provides greater
engagement and motivation intensity, increasinge/din other words, aligning the process
with the customer’s mind set (their goal-orientajioould increase value. This view of
engagement and its relation to value has beenpocated into notions of customer
engagement within the service literature (BrodialgR011). In particular, it serves to
highlight the importance of considering psycholadidistance in service settings. If an
appreciation of psychological distance can be tgdacilitate a service interaction in a way
that fits with a customer’s level of construal dhdir expectations about distance, it can
increase engagement in the process and add vatee Kleller and Sternthal, 2010).

For service providers it is imperative to underdtamat customers value now and what they
will value in the future (Woodruff, 1997). One impant aspect of this involves
understanding how customers represent, that igre@nsnformation about a service and
considering how information can be aligned witlsttonstrual. In recognition of this,
research in marketing and management has exantieechportance of psychological

distance in different settings (see Dhar and Ki@@72for a review) including designing



service guarantees (Jin and He, 2012) and respgtaliservice failure (Lii, Chien, Pant and
Lee, 2013).

Whilst the notion of psychological distance hasreed increased attention in marketing
more generally (e.g., Jin and He, 2012; Miao andtiMa2013), the relevance of
psychological distance to the interactive natursesf/ices has not been explored. Services
involve an interaction that takes place betweerpleeim a physical setting and concern events
taking place in a particular time frame (Surpreraard Solomon 1987). Within the field of
service research, a great deal of emphasis isglatehe notion that value arises through this
interaction (Gronroos 2011, Grénroos and Voima,2®argo and Lusch, 2004),
highlighting the importance of the context withihieh the service interaction operates
(Holbrook, 2005). The concept of psychological @inste is therefore useful as it offers a
conceptual mechanism for understanding the congmekext in which the interaction takes
place by unifying different types of distance undeingle psychological distance.

We suggest three roles of psychological distansemices. First, psychological distance
can provide a barrier to customer willingness tgage in a service interaction and to interact
with the service provider (Gronroos and Voima, 20118the service logic, one role of the
service provider is to facilitate customers' vatoeation in the provider sphere (Grénroos,
2011; Gronroos and Voima, 2013) and this mightdieewed by reducing the barrier created
by psychological distance. Second, psychologicgthdce between the customer and provider
can be altered during the service interaction. Ty help facilitate value co-creation
through fostering greater connectedness betwedvidodls within the service interaction
(Kolb, 2008). Third, service interactions revolvewnd a service that often is yet to be fully
used. This means that the customer has to createstrual of the service being offered. The
perceived psychological distance of the custonwnfthe service will therefore influence
how customers construe the interaction. To fatditalue creation, the service provider
needs to frame the service in a way that is aligmiéa how customers construe the service
being offered, which we suggest is dependent onhmdggical distance.

The ways through which psychological distance nmflyénce value can be
conceptualized as taking place in different valpleeses (Gronroos and Voima, 2013). The
provider can act within the provider sphere to sedpsychological distance prior to, or
during the service interaction to prevent psychalgdistance being a barrier to value
creation. In the joint sphere the customer andiseprovider interact to co-create value.
Here, the service provider facilitates value craby reducing psychological distance and/or

framing the service at the appropriate customestroal level. This can only take place in the



service interaction within which the service praidan respond to the customer and the
situation. In the customer sphere, individual cbhimastics influence how psychologically
distant the customer feels from the service. Thigpological distance will influence how
customers approach and construe the service itimramfluencing their value creation
processes. Post resource exchange customers ke oef the service and whether their
construal of the service and their expected psydicdl distance to it were aligned,
influencing the value customers create indepengé@mthe customer sphere.

In sum, combining psychological distance with aveer perspective allows service
research to go beyond current knowledge of theé@emteraction and gain an improved
insight into how customers' perceptions influerieetalue-creation process. As a relatively
new and important theory within the psychologyratere (Trope and Liberman, 2010), the
notion of psychological distance is an importatdato consider in service interactions as it
can help service research to reduce the elusivaiesstomer value perceptions highlighted
by Gummerus (2013) and Karababa and Kjeldgaard3)2@hsed on this adaption of
psychological distance to the service logic, weppse seven propositions about how

psychological distance influences customer value.

Psychological distance and its impact on value tioga

From the service provider's point of view, it isdenative that the service provides the
customer with value, as being able to facilitatstomers’ value creation is one of the most
important aspects for companies' long-term suc@sssin and James, 2010). Importantly, the
customer plays an important participative rolehia service by interacting with the service
provider (Bitner et al., 1997; Gronroos, 1978; Loe&, 1983; Zeithaml, Berry, and
Parasuraman, 1996). In some service contexts @fthe customer becomes even more
crucial to the service outcome, as both the cust@meé the service provider depend on each
other's competences (Nordin and Kowalkowski, 20@0jlerlining the importance of a close
and mutual interaction in the joint value spheres{teoos and Voima, 2013). We propose that
psychological distance may determine the extewtitich a customer will be interested in
engaging in a service interaction. Before entening the service interaction, customers often
consider the future interaction, and in so doing@atically assess psychological distance
(Bar-Anan et al., 2007). For example, the intecactvill have a spatial distance component
(face to face versus a phone call) and a socitdmte component (customer familiarity with
the service provider). If the psychological disemlarge, we propose that the customer will

be less willing to enter into the interaction daagwo factors. First, large spatial and social



distance prime greater temporal distance (Stegtaal,, 2010), leading to an association with
the interaction taking place further in the futU8econd, these psychological distances also
influence the subjective probability of an eventweing (hypothetical distance). Events that
definitely will happen feel psychologically closéecause they are more likely to be a part of
our direct experience (Wakslak, Trope, Libermar, Alony, 2006; Wakslak and Trope,
2009). Thus greater psychological distance is aatsatwith a lower probability of an event
occurring and a less certain outcome, making mnsegkier. This is of particular importance
in the context of service research, as the intdagibture of services (see Zeithaml and
Bitner, 2000) also leads customers to connectaeswith higher risk (Laroche et al., 2004).
Each of these factors will decrease the perceiataevio be gained from entering the service
interaction. Reducing psychological distance tosice interaction will make customers
more likely to believe that the service interactwiti yield a tangible outcome and so enter
into a service interaction which is a prerequisiteo-creating value in the joint value sphere

(Grénroos and Voima, 2013).

Proposition 1. Reducing psychological distance beeen customers and the service
provider will increase the customers’ expectation foa tangible
outcome from the service, increasing customer witigness to enter

into an interaction with the service provider

In addition to influencing how customers perceive tangibility of the service outcome,
feeling psychologically distant from another cacreéase willingness to interact with that
person (see Sousa and Bradley, 2006). Thus psygihalaistance will influence the
willingness to engage with the service provide engtreate value. Two forms of distance to
the service provider are particularly importantiaband spatial distance, and these represent
two distinct barriers that service providers magiwio address (Citera et al., 2005;
Henderson et al., 2006; Smith and Trope, 2006; AmabXie, 2011). Social distance may
arise from individual differences, such as gendge or culture. Language use can also create
distance, with more polite and formal languageeasing psychological distance (Stephan et
al., 2010). Recent service research also identiio®g language use influences customers'
reactions to the service provider (Van VaerenbarghHolmqvist, 2013) and their

perceptions of the service (Holmqgvist and Gronr@04,2), with customers reacting more
positively when addressed in their own languagaguage use therefore offers a key way in

which psychological distance between the customérsarvice provider can be minimized.



In terms of spatial distance, physical componehte@setting may influence
psychological distance (e.g. a counter betweerukstomer and service provider increases
psychological distance). Although services havditi@ally been seen as dyadic interactions
in which the customer and the service personnetait in person (Surprenant and Solomon,
1987) the development of the Internet has partinged this situation, as interactions
between customers and service providers now oflen place without any face-to-face
interaction (Gronroos et al., 2000). Moving froned&o face interaction to virtual interactions
increases psychological distance. Moreover, aaliitiieraction can now take place between
customers and service providers anywhere in thédwdhe geographical location of the
service provider relative to the customer will allsthuence perceived psychological distance.
Crucially, perceptions of distance to another iminal influences the perceptions of that
persons’ personality (Rim, Uleman and Trope, 2008)y written material affiliated to that
person is interpreted (Henderson et al, 2006) dsawdnow the interaction is represented and
recalled (Fujita et al, 2006). For example, Fugital (2006) show that participants interpret
an interaction with others more abstractly whery tink it occurs in a more spatially distant
place. Spatial distance from a service interaati@y thus make a potential service interaction
seem less concrete, may influence how the servmader is perceived and may create social
distance. Citera et al. (2005) show that increapsyghological distance by moving from face
to face interactions to virtual online interactidres a negative impact on the perceived
credibility of the person with whom the customeenacts.

Both social distance and spatial distance may therereate barriers to value creation
because they will negatively influence how cust@remstrue the service provider, for
example, increased distance may further decreassetivice provider’s credibility in the eyes
of the customer. This will reduce the customer’imgness to become part of the value co-

creation process by engaging with the service pevi

Proposition 2. Reducing spatial or social distancketween customers and service
providers will create a more positive impression ofhe service
provider, increasing customer willingness to entethe interaction

to co-create value in the joint value sphere.

Propositions 1 and 2 both focus on how psycholdgiisdance can act as a barrier to entering
a service interaction either due to the expectedomoe of that interaction (Proposition 1) or

due to how the service provider is perceived (Psdjmm 2). Both of these can occur before



entering the interaction (pre-exchange of resojyraes thus reflect potential value created in
the provider sphere. However, Proposition 2 alsoreaonance with what may occur within
an interaction as the service provider respondseaustomer. For example, a key moderator
of the effectiveness of service systems is soesdhdce (Breidbach et al, 2013). Breidbach et
al (2013) examined the role of technology enabldrireco-creating value and suggested that
the role of Information and Communication Techn@lQCT) in co-creating value is
dependent upon the level of social connectivityMeenn the individuals using it. Social
connectivity describes the strength of the soaal within a system that are required for
successful exchange of resources. Lower socialeziwity implies reduced social ties and is
equivalent to greater social distance between iddals. Value co-creation becomes more
challenging when there are lower levels of soamnectivity, and thus greater psychological
distance within the service system. Moreover, sengtoup configurations yield better social
connectivity due to the reduced social distancevéen the group members, and this leads to
greater use of richer forms of communication (tetape rather than email), facilitating co-
created value.

Reducing psychological distance between individisateerefore important, even in service
systems that are more technological, such as témyenabled service encounters
(Makarem, Mudambi and Podoshen, 2009) or e-seruicesich increasing social presence
(and thus reducing social distance) is important @ al, 2007). More broadly, Kolb (2008)
suggests that the metaphor of connectivity is eétdrunderstanding organizational behavior
as a whole. Here connectivity implies social intdiens as well as geo-physical (e.g. space,
time and location) and technological interactidfrem the egocentric standpoint of an
individual within a service system (e.g., the canst) psychological distance clearly relates
to the notion of, and could be an antecedent @faboonnectivity. Reducing psychological
distance, be this social (who is interacting anghspatial (where the interactions take
place), temporal (when interactions will take plaaehypothetical distance (will the
interactions take place), might therefore increstggal connectivity in service interactions,
making customers and service providers more willlmgngage with each other during co-

creation of value.

Proposition 3. Reduced psychological distance ineases social connectivity and
thus the willingness of customers and service praders to interact
with each otherduring value co-creation processes in the joint value

sphere.



Proposition 3 builds upon evidence in the psychpldgrature to suggest how lower
psychological distance benefits customers' valuereation with the service provider in the
joint value sphere. We propose, however, that theseral preferences can be moderated.
One moderator relates to the aforementioned remyléit (Higgins, 2006). Perceived value
from a process can be influenced by how a custemgages with that process and whether
this fits their motivational orientation toward thalue promise (Higgins and Scholer, 2009).
In approaching their goal, customers are individwaho might have particular, and
individual, expectations about whether psycholdgitstance is positive or negative. An
example of this is when considering the authorftthe service provider. In most instances,
people will perceive more value in a service whdnaracting with someone who is familiar or
similar to them (low social distance). Howeversome services, customers might seek an
authoritative figure (e.g., visiting a doctor onkamanager) as complete trust in the decision
of the service provider is required (see Alford &ibrrel, 1996). Thus in these instances,
larger social distance might be preferable becausaps onto consumer expectations about
the process (needing guidance from authority). Timrdst propositions 1-3 hold true in the
main, an important moderator is the extent to wiiehcustomers’ experienced psychological
distance fits with the psychological distance teggected. Aligning these could lead to a

greater willingness to engage with the service joievin the joint value sphere.

Proposition 4. Aligning expected and perceived pshological distance to service
providers will increase customer willingness to irgract with the
service provider, facilitating value co-creation inthe joint value

sphere.

Psychological distance from the service

When assessing a service, customers think about s how they will use it, and thus
about the potential value in use. Some customeysfotais on more contextual details of the
service, including more secondary and periphegtlufes while other customers may focus
on more central aspects of the service (Libermanh. e2007) and more about why it will
yield potential value-in-use. Importantly, the Iegéconstrual will be influenced by
perceptions of when the service will be used, \atlger temporal distance being related to
more abstract levels of construal. Findings fromftblds of psychology and marketing

suggest that it is important to align the contéxhe decision with the appropriate level of



construal (Giacomantonio et al., 2010; Nenkov, 20X8pe and Liberman, 2010). For
example, customers tend to prefer a wider selectiamoices in the here and now, but prefer
a smaller range of choice when talking about futdeeisions (Goodman and Malkoc, 2012).
This is because greater psychological distancesleastomers to represent the choices at a
higher construal level which is more abstract amdes the available options seem more
substitutable.

Level of construal will also be influenced by hyipetical distance to the potential value in
use. That is, the extent to which the value inajggears likely. In services value is created in
a wide range of social, mental or physical conté&t®nroos and Voima, 2013). An
important aspect of the mental context is the oblienagined experiences (Ng, Nudurupati
and Tasker, 2010, Gronroos and Voima, 2013) andd$ased experiences (Holbrook and
Hirschman, 1982). By its nature, fantasising isimement in unrealistic fantastical thought.
Thus the more fantastical a customers’ imaginabicthe service, the greater the hypothetical
distance toward it (the likelihood of gaining tineaigined value-in-use) in comparison to a
more realistic imagined scenario.

Together, temporal distance and hypothetical digtdoward value in use will influence
how the service is construed. Crucially, a smaljremat psychological distance will not
necessarily increase or decrease value creatitheriawill influence how customers
perceive the service

It is critical then to evaluate how customers are ttaimg) the service. Are they construing
the service at a higher more abstract level, arlatver more concrete level? In interactions in
which one party is advising the other, there cdarobe differences in the manner in which a
choice is construed, with the adviser often reprisg the choice at a higher level of
construal (Danziger, Montel and Barkan, 2012)s important that the service provider
recognizes the customer’s level of construal anditaes value creation through actively
seeking alignment between the framing of the seraitd customers’ construal level.
Assessing the customers’ psychological distan¢ke®ervice can help identify the most
appropriate level of construal with which to frathe service. In this sense, service providers
can act in the provider sphere to facilitate thieeptal for value-in-use (Gronroos and Voima,
2013). Moreover, successfully determining the lefedustomer construal and adapting to
this level enables the service provider and custdmbetter co-create value in the joint
sphere. Whilst recent marketing research has iigpastl how different types of choices are
best aligned with particular psychological distanoe construal levels (Jin and He, 2012;
Miao and Matilla, 2014; Zhao and Xie, 2011), weeext this thinking by suggesting that in a



service interaction, it is necessary for the seryimvider to consider the psychological
distance of the customer to the service (socialtizlp temporal and hypothetical distance).
Service providers can do this through evaluatimgshatial settings in which the service
interactions occur, evaluating the similarity betweypical customers and service providers,
ascertaining from the customer when they will begishe service and the extent to which
they are fantasising about the service.

Using this information to align description of tbervice in line with the customer’s
construal should facilitate value co-creation. Widline the general idea in Proposition 5,
before providing more specific details in relattorimportant aspects of the service context in

Proposition 6.

Proposition 5. Framing the service in line with thecustomers’ level of construal

can help increase perceived value-in-use.

Importantly, in a service interaction, the serypcevider can attempt to modulate the
perceived point of value-in-use by talking hypoitedty about the value gained tomorrow, or
in a few months' time etc. Why might this be appieatp? Evidence suggests that certain
decisions become more or less difficult for theteoeer when framed in terms of temporally
close or distant terms. Crucially, it depends uttencharacteristics of the decision. Nenkov
(2012) shows that framing the decision in psychiclalty distant terms (e.g., the future) is
beneficial at the start of the decision-making psscwhere customers weigh up the pros and
cons of pursuing a goal. In contrast, if in a pastisional stage in which a goal has been
decided upon but not the implementation, framireggdhacision in psychologically close terms
(e.g., the present) is beneficial. Similarly, iras@g psychological distance can reduce
perceived task complexity (Thomas and Tsal, 20hdl)iacreasing psychological distance
can also increase a focus on the purpose of theechather than the specifics of how to reach
that choice (Fujita et al, 2006). In general théthe service interaction is about a complex
service in which assessing value-in-use is demandliren framing the service in terms of
greater psychological distance (e.g., further theofuture) could facilitate value co-creation

in the joint sphere.

Proposition 6. Framing the service in psychologidly distant terms can increase

perceived value-in-use in complex service interactns.



The importance of customer characteristics
In the propositions above, psychological distaisceonsidered in relation to the contextual
aspects of the service interaction. In the casooifal distance, some of these contextual
aspects depend on the characteristics of the cestand how they differ from the service
provider (age, gender, culture and language us$e).irfluence of these individual
characteristics occurs throughout the value creairocess as value emerges from
considerations of past, present and future expegg(Helkkula et al. 2012). Importantly, part
of this value creation occurs in the customer spharwhich the customer interacts with
resources provided by the service provider, whgthgsical, virtual, mental, or imaginary
(Grénroos and Voima, 2013). Prior to the resousaange, value in the customer sphere
may be derived from the customer’s perceptiondi@ivialue-in-use of the service and
expectations about the service. Such expectatiensudject to individual differences and
influence how customers’ approach the servicehénjoint sphere, individual customer
characteristics (e.g., those that influence satisthnce) influence the extent to which
customers engage in value co-creation. Post res@xehange, value is created in the
customer sphere when individuals reflect on theiserexperience, whether it was aligned
with their expectations, and the extent to whiaghdlesired outcome has been realized.
Although taking part in the customer sphere, tladization of this value is influenced by the
value co-creation interactions in the joint valpbere. Again, individual differences will
influence the extent to which a customer reflectshe service experience. Although a
thorough review of the effects of individual diféerces on psychological distance and value
creation is beyond the scope of this article, wevigle an example of an individual
characteristic that influence psychological diseaand construal level in the customer sphere.
Individuals differ in the extent to which they leaan emotional response to the service (an
observable behavioral response that can be vend&branon-verbal). It is well established
that services can be emotional experiences (DasChase, 2013) and that a customer’s
emotion is involved in the value creation processlifrook, 2005; Payne, Storbacka & Frow,
2008). Emotion may occur in anticipation of a seeyin response to the service, or in
reflection of the service. Examples of services fuane (but not all) customers may respond
emotionally to include buying one's first car ofrgpto a restaurant for a first date. In terms
of psychological distance, the greater the emotimesponse to an event, the closer one feels
to it (Van Boven et al, 2010). Not only does emadibintensity influence psychological
distance, but the relationship is reciprocal (Da@soss and Oschsner, 2011; Thomas and

Tsai, 2011). Thus decreasing psychological distémmre a service can increase the emotional



response associated with it. It is therefore cidoi@onsider the customers emotional
response to the service and to use this aspeetrtioirce the appropriate level of
psychological distance. Again, the focus is onsivice provider being sensitive to the
customer’s level of emotion. If the customer séesservice as an emotional and
psychologically close experience (Van Boven eR@l,0) then the value-in-use of the service
is best framed at a lower level of construal (lBugt al, 2006; Liberman et al, 2007; Trope
and Liberman, 2000), focusing on the context, e af the service and a range of service

features.

Proposition 7. Emotional service experiences redugesychological distance and so

are best framed at a lower level of construal.

Post resource exchange customers will reflect ersévice and the service interaction. If the
customer’s construal of the service and psycholdglistance to it have been successfully
aligned in the joint sphere, then reflecting ondkevice and service interaction will create
value. Moreover, re-imagining the service outcomiismake the service experience seem
more psychologically close. Individual differenaed influence the extent to which an
individual engages in this reflection. In persotyatisychology, there is a clear distinction
between the traits of reflection (curiosity or é@mic interest in experiences involving the
self) and rumination (thinking about threats, I@sseinjustices of experiences relating to the
self) (Trapnell and Campbell, 1999). Similarly, pamality traits such as extroversion may
influence the extent to which an individual dis@ssa service experience with others

(Grénroos and Voima, 2013).

Discussion and Conclusion

Managers and services researchers agree on thetamg® of understanding customers'
value-creation processes, but the complexity ofisemprocesses (Helkkula and Kelleher,
2010) and the elusiveness of value (Caru and G9@8) contribute to render this
understanding a challenge for service researchm lerananagerial perspective, this means
that psychological distance could make customes\walling to interact with the company,
less interested in co-creating value during theradtion and less likely to appreciate the
value after the interaction. All of these situaiorpresent real problems for service
providers, but the reasons behind these problenysoften go undetected. We argue that

understanding psychological distance relative &ottinee spheres of value creation (Grénroos



and Voima, 2013) could help service researchereeggie the role psychological processes
play in service interactions and better understhegotential problems that psychological
distance may cause.

The paper offers two main contributions to thedfief service research. The first is to
introduce the concept of psychological distanca aseans for service researchers to extend
current knowledge about customers' value perceqtiemd the different ways in which the
intricacies of an interaction might influence vatireation. We believe that the concept of
psychological distance is relevant to service nesgdoecause a sense of closeness in some
form on the part of the customer is inherent tagugeraction. We suggest that this
perceived closeness of the interaction relatestlljréo the possible value creation, because it
influences customer perceptions of the value thaldcbe gained from entering an interaction
and the willingness to engage in the interactiselit We further acknowledge the importance
of customer characteristics such as age, gendaureand language use, as they all can
influence the perceived closeness of the serviegaantion.

The second contribution is in distinguishing betwpsychological distance to the actual
interaction, psychological distance within the ratgion, and psychological distance to the
service being offered. This distinction enablesaalysis of the function of psychological
distance in the different value spheres. In theider sphere, we posit that the ways in which
the company communicates and designs its servasesiiuence customers’ perceived
distance to the service prior to the resource exghalncreasing perceived distance risks
making the service outcome seem less certain angelitvice personnel seem less reliable in
the eyes of the customer even before the actuatsezncounter, thereby reducing customer
willingness to enter into a service interactiontHa joint value sphere where customers and
service providers co-create value, we proposep$ythological distance could influence
both how willingly and how well customers interagth the service provider, affecting the
co-creation interaction. In the customer sphemdividual characteristics influence how
psychologically distant the customer feels fromgbevice and thus how the service
interaction is construed. Individual charactersttso influence the extent to which
customers reflect on the service experience pgsuree exchange and whether their
construal of the service and their psychologicstatice to it were aligned. This will influence
the extent to which value is created in the custasphkere.

This analysis poses a challenge for service reBesr® demonstrates the different ways in
which customer perceived value is at risk due fficdities arising from facets of

psychological distance.



Table 1 about here

Research challenges, future research and limitation
This paper approaches psychological distance uevaleation from the service logic
perspective of the Nordic school to pose a numbehallenges to the current service
research. Adapting the concept of psychologicdabdise to the discussions about customer
value, the paper challenges the current serviaarel by suggesting that the service field
needs to understand how customers’ perceptions@mtruals influence value. Even though
most researchers agree that customers ultimatelgeld value is created or not, extant
research on value remain largely focused on obectiiteria, trying to describe what
objectively constitutes customer value. Our papatlenges this view, as we agree with
Helkkula et al. (2012) that value is individual.i¥kloes not mean that we cannot make
predictions and assumptions about what objectipecs will contribute to customer value,
but our propositions posit that there are numeespects, grouped together under the notion
of psychological distance, that service researcheesl to take into account in order to better
understand how customers perceive value. In senggogpitions, we outline how the notion of
psychological distance can add to our understanafinglue creation in services. Future
empirical data is needed to test and validate tbpgsitions and further clarify how
psychological distance influences customers' vataation. We also believe that examining
how maintaining psychological closeness to theisemxperience through reflecting on the
experience influences customer value creationarctistomer sphere would be a fruitful
avenue for future research. Building on our prapmss, we develop fifteen potential
research questions that could help service reseshrdhadditional light on how psychological
distance influences customer value. We outlinegmesearch questions in Table 1.

In addition to presenting challenges to the cursemtice research, our paper also presents
a number of limitations. Building on the servicgilg our propositions tend to address value
creation in dyadic processes between customerprandiers. A limitation, and a possibility
for future research, would be to further investgasychological distance in interactions
amongst actors in service systems. Building omtiteon of value spheres in the Nordic
School (Gronroos and Voima, 2013), our main intagethe interaction between customers
and service providers. Taking a more in-depth serscience approach to look at the entire
configuration of people, technology and value psifians (see Maglio and Spohrer, 2008)

would be a logical next step, allowing researchei@ply psychological distance to the entire



service system and its role in the configuratioinigath the external and the internal systems
(Maglio and Spohrer, 2008; Spohrer, Maglio, Baileyd Gruhl, 2007).

The purpose of this paper is to bring together digtinct research fields (value creation
and psychological distance) in order to offer a miwction for research. As such, some of
the ideas explored simply touch the surface andireduller treatment. For example, whilst
we have highlighted the role of individual charastics in influencing value creation in the
joint sphere and the customer sphere a much moeesxe review of how individual
characteristics influence psychological distanag \ealue creation is required. Other issues
we have not touched upon but remain important ae®ffor future research include
examining possible cultural differences in how p®logical distance influences value
creation. In some cultures, low psychological distais seen as preferable while other
cultures are more hierarchical. It would seem jikbhat there are situations in which lower
psychological distance could be beneficial for eatveation in some cultures, while being
detrimental for value creation in other cultures.

While all propositions have support in the psychglbterature, future empirical data is
needed in order to understand the role of psyclhmdbdistance for customers and to
understand the extent to which psychological dganfluences value creation. Such
research will have to find reliable ways of measgiwvalue created in services. As services
are personality-intensive (Normann, 2000) and vawecomplex phenomenon composed of
several elements (see Helkkula and Kelleher 2GMuld be relevant to test how
psychological distance applies to different aspettslue creation in services. For example,
it is possible that psychological distance influehionly some aspects of value, or that the
different forms of distance outlined in the propiasis influence different aspects of value.

Managerial challenges

For managers, the propositions in this paper paosarder of challenges and possibilities in
terms of developing a successful service strat€lgg.psychological distance that consumers
perceive to the service provider and the actuaiceencounter cannot be seen as an
inherently beneficial or detrimental aspect. Prapmss one and four illustrate this point.
Proposition one implies that managers need to eegagchological distance in order to
increase customer willingness to take part in valereation in the joint value sphere.
However, it is not always the case, as indicatethbymportance of the service context as
outlined in proposition four, wherelwycreasedosychological distance may facilitate value

co-creation in the joint value sphere. This conttimgexplained by the type of service; we



propose that reduced psychological distance isflogaien most cases, but Proposition four
shows that in services where perceived authorityportant, increasing social distance may
be preferable. Managers need to keep this distimati mind and align psychological distance
with the kind of service they offer. As such, mas@gshould consider both the service
context and the customer’s psychological distanckfferent stages of the service
interaction. What spatial, social, temporal anddiliptical features of their typical service
experience may prevent customers entering thecgemmteraction? What levels of
psychological distance exist between individualhmservice interaction? How are
customers construing the service? Do consumertheexervice interaction as an emotional
event? How do individual customer characteristifience psychological distance in the
service? Asking these questions will give managsgight into the customers’ perspective of

the service, which is essential in order to coterealue (Dasu and Chase, 2013).

Conclusions

The propositions in this paper address the caBrdnroos (2012), Gummerus (2013) and
Pefialoza and Mish (2011) for the need to betteerstand value. Addressing psychological
distance in value creation, the paper draws attent the role of the individual. We identify
customer characteristics as a crucial aspect ierdodunderstand the processes that determine
value creation. Services are inherently personaitgnsive, depending on the individuals
involved (Normann, 2000) and each customer appesattte service interaction with
contextual and idiosyncratic individual differendekelkkula et al., 2012). It follows that

these individual differences and personality traitght moderate the impact of psychological
distance on value perceptions. We outline two irtgsdrpotential moderators concerning
customer characteristics in value creation: therexio which a customer is seeking authority
and the emotionality of the service. The proposgioutlined in this paper therefore make
allowances for differences between individuals ali &s between service contexts whilst
offering guiding principles through which the seevinteraction can be understood in relation

to customers' psychological processes, specifipsij)chological distance.
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