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Abstract

This study aimed to address the issues pertaining practicalities of value
co-creation from the perspective of Service-Dominant Logic (S-D) of
Marketing. Using an interpretive strategy and case study method, this
study responds to the call for empirical treatment of Service-Dominant
Logic conceptualization. This is done by answering the question “how
does integrating resources co-create value?”. A multiple-actor framework
of value co-creation is derived from empirical material interpretation
incorporating the nature of value realized by actors, resources and actor

classifications, nature of interactions, and stages in value co-creation.

The outcome of this study suggests that value co-creation is a system
where actors engage in dialogues with the aim of improving ‘personal
situations’. This system is comprised of various processes at four stages.
For instance, resources integration among actors happens at a
collaboration stage that co-creates consequences. These consequences
are experiences, service offerings, relationships and fluctuations in
resources and skills. Resources integration is done through reciprocal co-
operative dialogue among actors. These dialogues have four types:
initiating, building, sharing and critiquing (IBSC). In the next stage, value is
realized in the form of inter-related facets: knowledge, monetary,
relationship, functional and experience value. All these value facets
together increase or decrease the experience value. Once value is
realized, the next stage is the appraisal of the overall experience in the

form of positive word of mouth, willingness to participate in the future,



innovation, and premium valuation of the service offerings. Positive
appraisal results in the improved situations of actors. Improved situations
are: increase in resources, actors satisfaction, long-term and sustainable
partnerships, and successful service delivery. A negative appraisal

recognizes in the co-destruction of value.

This framework is significant because in addition to providing implications
for marketing theory and future research, 4E’s of value co-creation matrix
(Engage, Event Space, Evaluation , Encourage) which are focused on
resource integrations and actors, are recommended for value co-creation
practices. 4E’s of value co-creation also question the efficacy of marketing
mix in framing managerial decisions. 4E’s of value co-creation presents a

service dominant perspective on developing marketing strategies.
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Chapter 1.0: Introduction

1.1 Background to the Study

The importance of value is well recognized in the marketing literature. The
creation of value for customers has always been the main focus for
marketers. Service-Dominant (SD) Logic of Marketing (Vargo & Lusch,
2004) presented an alternative view on the concept of value creation. SD
logic suggests that value is co-created by actors. This challenges the
traditional conception of marketing which is focused on goods and
understanding of value creation by the firm. This shift in the focus from
goods to service calls for a better understanding of the concept and

practice of value co-creation.

Value co-creation is a fairly new area of increasing popularity in academic
circles. The customer is no longer understood to be a passive recipient. It
is argued that customer is the one who co-creates value for himself with
the help of firm. Firm role is changed from value provider to facilitator and
supporter. Similarly, customer is not only a value destroyer, but also a
value user, value assessor and value co-creator. A significant amount of
conceptual work has been published for a better understanding of value
co-creation. A real life scenario where value is co-created among actors is
required. Lack of empirical studies, and the fact that value co-creation and
SD logic still lies at a conceptual level calls for a better understanding of

value co-creation, empirically.

Page | 10



In addition to the above key observation from literature which was a
motivation for this study, it was also observed that not only there are
limited number of empirical studies, but a significant amount of those
empirical studies reflect a single actor view. Literature review reveals that
in those studies, empirical material was collected from managers and
employees of the firms. Customers, who are believed to be the co-creators
and assessors of value, have been neglected. In order to explore value co-

creation, multiple actor view is required.

In essence, the main objective of this study was to observe a real life
scenario where actors were involved in resource integration that resulted
in the co-creation of value. Furthermore, a multiple-actor view was
required to understand the multi-dimensional view of value co-creation.
This study further aimed to address the practicalities of value co-creation
by revealing resources, actors, processes, stages and outcomes of value
co-creation. The research questions were developed from the review of

the literature. The research questions of this study are:

Main Question: How does integrating resources co- create value?

Sub-Question A: What are the natures of value realized by actors?
Sub-Question B: What resources support value co-creation?
Sub-Question C: What are the stages in value co-creation?
Sub-Question D: What is the nature of interactions that are part of value

co-creation?
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1.2 Structure of the Thesis

The structure of this document is as follows:

Chapter 2: Literature Review

In this chapter, the foundation of this thesis is formulated. This chapter
starts with the discussion on the transformation in the marketing literature.
Marketing as a discipline, has evolved over time. These developments
altered the way we conceptualize marketing concepts. A brief review is
included to understand the roots of the marketing thought, and its journey

to the new logic.

In 2004, Vargo & Lusch introduced a new dominant logic of marketing.
This new logic attracted attention from marketing scholars all around the
world. This chapter discusses the introduction of SD logic and its
development. The evolution of new logic of marketing opens up an exciting
debate on actual purpose and mechanism of marketing practices and
principles. SD logic breaks away from the traditional manufacturing based
marketing towards a more relational view. It has challenged the
conventional marketing ideas where focus was only given to economic
benefits during exchange. In order to develop a broader understanding of

SD logic, the perspective of Nordic school is also discussed.

After developing an understanding of SD logic, the phenomenon of value
co-creation is discussed. A comprehensive review is presented which

includes the conceptualization of the concept value, value in exchange

Page | 12



and the creation of value. This traditional value literature is then developed

into an understanding of value co-creation concept in light of SD logic.

As a conclusion, literature review provides a list of observations and the
current knowledge gaps. These knowledge gaps are used as the
motivation for this PhD project. Research questions are developed, and

presented in the end of this chapter.

Chapter 3: Methodology

Methodology refers to how research goes about finding out knowledge and
carrying out the research project. Wainwright (1997) suggests that
methodology is a strategic approach of inquiry, rather than design and
techniques of collecting and interpreting empirical material. First step in
discussing the methodology is the selection of appropriate philosophical
paradigm. The selection of philosophical paradigm emerges from the
understanding of ontology, epistemology and paradigm choices (Denzin,

1998).

This chapter discusses the ontological assumptions in order to develop a
philosophical stance. ‘Ontology’ refers to the nature of reality. Ontology is
usually classified as realist and relativist. This study assumes relativist
ontology. Relativist ontology assumes that there exists multiple, socially
constructed realities ungoverned by natural laws -- causal or otherwise
(Guba & Lincoln, 2005). Ontological selections lead to the discussion and

selection of epistemology.
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Epistemology emphasis on the nature and origins of knowing and the
construction of knowledge (Maykut, 1994}. . Based on the ontological
choices, subjective epistemology is selected. A rationale and discussion is
provided in order to develop a strong case. The understanding and
selection of ontology and epistemology lead to the discussion of

philosophical paradigms.

A paradigm is understood as “a basic set of beliefs that guide action”. The
primary objective of this study was to understand the process of value co-
creation through the eyes of actors. By keeping the objective, ontology and
epistemology in mind, Interpretivist stance is used as the suitable
philosophical paradigm. In the end, this chapter also discusses the
research logic in detail. Three research logics are discussed. Abduction is
selected as an appropriate research logic. A detail is given on the

abductive logic grounded in marketing literature.

Chapter 4: Research Methods

Selection of the appropriate methodology leads to the discussion on the
selection of research methods. Methods are “techniques for gathering
evidence” (Harding, 1986) or “procedures, tools and techniques” of

research (Schwandt, 2001).

This chapter presents case study as the selected research method. A case
for case study method is established by providing rationale. The context of
case studies is also presented. A comprehensive discussion on the field

protocols is discussed in the end.
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Chapter 5: Case Study Protocols

This chapter presents a step by step guide which was used for the
execution of this study. This chapter aims to highlight the key procedures
planned before carrying out the case study. It provides an overview of
research questions, scope of research and the focus of this study.
Furthermore, issues related empirical material collection and step by step
process including preparation of empirical material collection and
preparation of interview guide is discussed. The later part of chapter maps
out and discusses the interpretation strategy used for the generation of

results and findings.

Chapter 6,7,8: Case Studies Analysis

Three chapters are dedicated to the discussion of the case studies
interpretation and discussion. A comprehensive interpretation is discussed
and presented in the form of concepts and categories. Chapter 6
discusses the first case study. The objective of the first case study was to
gain experience and test the field protocols. Text interpretation was done
on the empirical material. Chapter 7 and 8 presents an in-depth analysis of
two case studies. A range of concepts and categories are discussed in
both chapters. These categories and concepts emerged from the

interpretation of the empirical material.

Chapter 9: Discussion of the Findings

This chapter discusses the findings that emerged from the interpretation of

case studies in the previous chapters. Four patterns are discussed in the
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beginning of the chapter. These patters emerged from cross analysis of
case studies. These patterns are discussed as the building blocks of a
value co-creation framework. Along with the framework, a definition of
value co-creation is also presented. Furthermore, contributions of this
study are presented and related back to the value facets and observations
raised from literature review. Limitations of this study are discussed.
Implications for theory, practice and future research are proposed in the

end of the report.
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Chapter 2.0: Literature Review

2.1 Chapter Overview

This chapter starts with a review of the transformation in marketing
literature from goods to service. Service Dominant (S-D) Logic of
Marketing is discussed as a theoretical foundation of this study. S-D logic
suggests ‘service’ as the basis of exchange and presents the concept of
value co-creation. Value co-creation is discussed in depth by developing
the understanding of what is value, how value creation evolved in the
marketing literature and how S-D logic addresses the value co-creation
concept. The in-depth review provides six facets of value co-creation
which are reviewed in the literature. In addition to this, three observations
are reported as current issues that need attention from marketing scholars.

In the end, research questions are formulated to address these issues.

2.2 Transformation in Marketing Literature

The world economy has experienced a significant transformation in the
last two centuries. It has moved from agricultural to industrial-based
systems. In the last four decades, further transformation resulted in the
evolution of service based economies. More developed economies around
the world have evolved into service dominant economies. This change in
the economies towards service mindset influenced the marketing literature

also.
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Marketing as a discipline is dealing with product exchange and profit
generation for a long time. Traditional goods-based (G-D) marketing
models focus on the product as the main mode of communication between
the firm and customer (bearer of value). It does not provide marketer with
means of entering the consumption process of customer in an interactive
way (Gronroos, 2006a). Due to the absence of interaction between firm
and customer, firm doesn’t know what customer is doing with the product.
The goods are delivered to customers by the firm, but the process of

consuming those goods is not taken in consideration, and hence unknown.

The focus of marketing literature is now extended from financial benefits to
non-financial benefits, which are also classified as immaterial benefits.
Relationships and interactions are becoming important between firm and
customers and are emphasized by marketers. Marketing is now viewed as
an integrative activity involving different actors with emphasis on
facilitating, building and maintaining relationship over time (Brodie,
Coviello, Brookes, & Little, (1997). The process nature and the fact that
customers consume services in production and are involved in the
production process (Gronroos, 2006a)- opened new venues for innovation,

relationship and learning for firms.

Moving forward in this stream of developments, a recent contribution
within marketing literature has offered a service focused lens for marketing
to view the process of exchange. Service Dominant (S-D) Logic of

Marketing (Vargo & Lusch, 2004) presents an alternative to Goods
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Dominant (G-D) logic. S-D logic focuses on “service” (singular) — a
process of doing something for another party. The primary focus of
exchange is on service, rather than goods or services as in G-D logic.
Goods and services are treated as the appliances of service. In contrast to
services, service is defined as the ‘application of knowledge and skills for
the benefit of others’ (Vargo & Lusch, 2004). S-D logic provides a service-
based foundation centered on service-driven principles. It is believed that
the work of Vargo & Lusch (2004) has given a profound structure to
service marketing literature spanning over 30 years (Gronroos & Ravald,
2009). S-D logic has gained significant attention from scholars
internationally as it suggests that the basis of exchange is service, which is
driven by the integration of resources and the collaborative co-creation of

value (Akaka & Vargo, 2013).

2.3 Service-Dominant (S-D) Logic of Marketing

Service-dominant (S-D) logic was first introduced by Vargo & Lusch
(2004). The evolution of new logic of marketing opens up an exciting
debate on actual purpose and mechanism of marketing practices and
principles. S-D logic breaks away from the traditional manufacturing based
marketing towards a more relational view. It has challenged the
conventional marketing ideas where focus was only given to economic

benefits during exchange.

S-D logic presents service as the reason of exchange between actors. It

provides a theoretical understanding of how different actors including firms,
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customers and networks create value in a collaborative way. S-D logic
explains marketing as an ongoing activity which is used to better one’s
circumstances. The focus of this logic is however still given to value
creation. Value is co-created among actors through their service
interactions (Karpen, Bove, & Lukas, 2012). S-D logic has given a new
dimension to the roles of customers and firms involved in an exchange.
Firms are no longer core value deciders and provider, but more of value
creation facilitator. Customers are value co-creator. S-D logic suggests
that the capabilities that facilitate and enhance value co-creation
processes are strategic resources central to a firm’s competitive
advantage (Karpen et al., 2012). G-D logic focuses on tangible resources
(materials), value embedded and transactions (Vargo & Lusch, 2004). In
contrast, S-D logic focuses on exchange of operant resources (intangible
resources such as knowledge and skills), value-in-use and relationships
(Vargo & Lusch, 2008b). S-D logic is claimed to solve the dichotomy
between product and service where knowledge, instead of product, is at

the core and value is realized by customers.

2.3.1 Foundational Premises of S-D Logic of Marketing

The foundational premises (FP) of S-D logic were first presented in 2004
in an article by Vargo & Lusch. Since then, further refinements are
reported in subsequent publications from original authors. There are 10

foundational premises of S-D logic which are mentioned below in table 2.1.
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Table 2.1: Foundational Premises of S-D Logic

Fundamental Propositions Explanation/ Justification

FP1: | Service is the fundamental basis | The application of operant resources

of exchange (knowledge and skills), service, is the basis
for all exchange. Service is exchanged for
service.

FP2: | Indirect exchange masks the Goods, money, and institutions mask the
fundamental basis of exchange service-for-service nature of exchange.

FP3: | Goods are distribution Goods (both durable and non-durable)
mechanisms for service provision | derive their value through use — the service

they provide.

FP4: | Operant resources are the The comparative ability to cause desired
fundamental source of change drives
competitive advantage Competition.

FP5: | All economies are service Service (singular) is only now becoming
economies more apparent with increased specialization

and outsourcing.

FP6: | The customer is always a co- Implies that value creation is interactional
creator of value

FP7: | The enterprise cannot deliver The firm can offer its applied resources and
value, but only offers value collaboratively (interactively) create value
propositions following acceptance, but cannot

create/deliver value alone.

FP8: | A service-centered view is Service is customer-determined and co-
inherently customer oriented and | created; thus, it is inherently customer-
relational oriented and relational

FP9: | All economic and social actors Implies that the context of value creation is
are resource integrators networks of

networks (resource-integrators)
FP10: | Value is always uniquely
determined by the beneficiary Value is idiosyncratic, experiential,
contextual, and meaning laden

Source: (Vargo, 2009, p.375)

2.3.2 Important Terms in S-D Logic

There are several important terms

which are central to S-D logic and

differentiate it from G-D logic. In light of foundational premises mentioned

above, these terms are explained below to further understand the logic:

Operand Resources:

Operand resources are defined as resources on which an act is performed

to produce an effect. Operand resources (raw material, production unit etc.)

were considered primary in G-D logic and were the main focus of
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transaction. In contrast, S-D logic puts emphasis on different kind of

resources called 'Operant resources'.

Operant Resources:

Operant resources (knowledge, skills etc.) are resources that produce
effects. Operant resources are often invisible and intangible; often they are
core competences or organizational processes. These are likely to be
dynamic and infinite. Because operant resources produce effects, they
enable humans to multiply the value of natural resources and create

additional operant resources (Vargo & Lusch, 2004)

Actors:

The distinction between provider and user is eliminated in S-D logic. It is
suggested that all parties who are involved in an exchange, are doing
activities. Hence these parties are called actors (Lusch, Vargo, & Tanniru,
2010). Not only the firm and the customer, but other network partners in

the exchange process are also classified as actors.

Service vs. Services:

One of the key developments in S-D logic is the distinction between
‘service’ and ‘services’. Vargo & Lusch (2004) argue that services
marketing discipline as a whole is based on the same goods and
manufacturing based model. Services are viewed as a special kind of
product (intangibles). To an extent, services are the output of an activity
between customers and firms. This classification of services as unit of

outputs is consistent with the G-D logic.
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The use of the ‘service’ in S-D logic indicates ‘a process of doing
something either for or with someone’. Service includes the integration of
resources among actors. S-D logic classifies service as the basis of

exchange. Value is created within or as a result of service exchange.

Resource Integration:

Resource integration is defined as the “application of resources for the
benefit of another entity with the anticipation of reciprocity” (Grénroos,
2006b; Vargo, 2007). Furthermore, Akaka & Chandler (2011) suggests
that resource integration is a mean by which actors create value for
themselves and for others Value is co-created jointly and reciprocally in
interactions among actors through integration of resources (Vargo, Maglio,
& Akaka, 2008). S-D logic has changed the role of customers from users
or destroyers of value, to the co-creators of value. S-D logic also suggests
that this interdependence of actors on each other’s resources is the basis
of value co-creation (Vargo et al., 2008). The goal of value co-creation is
to use the applied knowledge of others as resources to better one’s
circumstances. Value is, therefore determined through use or integration
and application of operant (and sometimes operand) resources (Vargo &
Lusch, 2011). Furthermore, S-D logic moves the orientation of marketing
from a ‘market to’ philosophy in which customers are promoted, targeted,
and captured to a ‘market with’ philosophy where customers are

collaborators in the entire marketing process (Lusch & Vargo, 2006).
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Service Appliance:

Goods and services are believed to be the service appliances or
transmitters of service (Vargo & Lusch, 2008b). G-D logic holds a view that
value is embedded in goods and services, and customer gains value by
owning the unit of output. S-D logic however argues that goods and
services are only the transmitters, a mechanism of delivering potential
value to the customer. Customer realizes the value through use of goods
and services, rather than just owning. With this as one of the key concept
of S-D logic, businesses should then focus on strategizing the service
element of exchange, rather than only the unit of output (Karpen et al.,

2012).

2.3.3 Theoretical Implications of S-D Logic

S-D logic put emphasis on two main points, the explanation of service, and
the mechanism for creation of value. The concept of value is central to
marketing since its evolution. All marketing activities are aimed at creating,
increasing and delivering the potential value. S-D logic presents a different
view on value creation as compare to G-D logic. These key distinctions
give rise to some important theoretical differences and implication of S-D
logic on value in marketing theory. These are explained in four key points,
which provide a strong base in using S-D logic as theoretical foundation

for this thesis.
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a) Focus of Understanding

First implication of S-D logic is the shift in the focus of understanding.
Products have always been the focus of discussion for marketing scholars
and practitioners. S-D logic suggests that focus should now be on value
creation or in fact value co-creation rather the product itself. If the focus is
on value creation, it means that the operant resources are now more
important and key to marketing activities rather than operand resources.
The competitive advantage of a firm is always its knowledge and skills
rather than material. Materials can be replaced, but the operant resources
possessed by a firm are hard to match and these are the assets that can
be enhanced (Gronroos, 2006a; Ulaga, 2003; Vargo, 2007). Focusing on
value co-creation requires a major overhaul for firms in terms of their

marketing strategy.

b) Value Determination

S-D logic suggests that value is determined by the beneficiary. This means
that the traditional understanding of value where value is assumed to be
produced by the firm, embedded in the product and then sold to the
customer is challenged. Value is not embedded, but created among
different actors. Firm however can provide value propositions to the
customers which can help customers to create value for themselves. With
this implication, it can also be implied that the value is always created in a
self context. If context changes, the value changes with it. Different context
generate different types of value. Context is the situation of those who are
involved in the value co-creation process. It is also suggested in the
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foundational premises of S-D logic that customer co-creates value with the
firm. It means that the customer co-creates value according to their own
understanding of what value is. With this implication of S-D logic on
marketing processes, focus now should be on how firms can facilitate
customers to create value for themselves and support collaborative value

creation activities.

c) Distinction of Firm and Customer

The third implication of S-D logic is the elimination of distinction between
the firm and customer. If value is co-created among all actors who are
involved in the process of resource integration, than there shouldn’t be a
clear distinction between provider and user (Vargo & Lusch, 2011). Due to
this fact, all parties who are involved in the process of value co-creation
are called actors (Vargo & Lusch, 2011). Service interactions between
these actors generate value which is realized through the use of

transmitter.

d) Network Perspective

Fourth critical implication of S-D logic is the move towards a network
perspective of value co-creation. Value is co-created, which means there
are different actors who are involved. Some of these actors are directly
involved in one-to-one interactions. Other actors are involved in the
backstage process of value co-creation. For example, a process of
developing a holiday package involves more than two actors. Customers

go through processes beyond exchange in order to create value for

Page | 26



themselves. It involves family, peers and opinion makers. Value co-
creation is a process which extends beyond the encounter stage (Payne,

Storbacka, & Frow, 2008).

e) Measurement of Value:

G-D logic suggests that the measurement of value is in the form of firm
and customer wealth. If the economic wealth is increased, value is
delivered. S-D logic challenges this view, and suggests that the purpose
for creating value is to increase adaptability, survivability, and system
wellbeing through service (applied knowledge and skills) of others
(Williams, 2012). Value is measured on multiple dimensions. The overall

outcome of the value co-creation should be the improvement of situations.

The discussion on S-D logic provides a new framework for understanding
the guidelines of value co-creation for firm and customers. So far, literature
provides a limited number of empirical studies discussing the practicalities
of value co-creation. Value co-creation is discussed from the conceptual
point of view, but very little is known empirically. How value is created
through resource integration is still an important question which needs
exploration. In order to understand the process of value co-creation, it is
important to answer the basic questions such as what is value, and how

value concept is understood in marketing literature so far.
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2.3.4 Nordic View on S-D Logic

The discussion on S-D logic gained popularity after it was introduced by
Vargo & Lusch in 2004. However Gummeson & Gronroos (2012) argue
that scholars belonging to Nordic School have been the strong advocates
of the concept of ‘service’ for last four decades. Gummeson & Gronroos
(2012) further critique that the developments in the marketing field is
considered more universal and accepted if is originated from USA. Nordic

school of thought conceptualizes S-D logic in somewhat different way.

Groonroos & Gummerus (2014) define S-D logic as ‘metaphorical’ rather
than practical. They further argue that S-D logic reflect a goods-oriented
understanding of business for the managers. In their view, S-D logic is
based on ideas and concepts which cannot be fully applied or
operationalized in the world of a manager. By having this view, Service
Logic is presented in contrary to S-D logic, as a more ‘manager friendly’

logic of marketing.

The implications of Service Logic that originates from the research stream
of Nordic authors (Gronroos, 2011; Gronroos and Ravald, 2011; Gronroos
and Voima, 2013) present a conflicting view on the suggestions provided
by S-D logic. The term ‘Service’ is defined by Gronroos & Gummerus
(2014) as a multifaceted phenomenon. It is defined as “the support for an
individual's or organization’s everyday processes in a way that facilitates
(or contributes to) this individual’s or organization’s value creation”. These
value creation processes include physical, mental, virtual and possession.

Even though the definitions vary a little, but the conception of service in S-
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D logic and Service logic is same in my view. Both schools of thoughts are
presenting the concept of service as a process of doing something by
using knowledge and skills for the betterment of the other party. The
starting point for S-D logic and Service logic (SL) is customers or users
(Groonroos & Gummerus, 2014). The conception of resources is also
same in both SL and S-DL. Furthermore, Nordic scholars argue that
service perspective advocated by SL has two major implications for
marketing (Groonroos & Gummerus, 2014). Firstly, the service providers in
some circumstances interact with users (customers). The purpose of the
interaction is to co-create value. As the consequence of the first
implication, service providers are not only restricted to offer value

propositions, but can also influence customer’s value fulfillment.

Groonroos & Gummerus (2014) further reflect on the logical fallacies of S-
D logic and present a table which incorporates differences in between S-D

logic and SL. Following table presents key differences.

Table 2.2: S-D Logic vs. Service Logic

Differences Service Logic Service Dominant Logic
Perspective More Managerial Metaphorical
Practical Abstract

Clearly defined concepts for Theory Oriented
operationalization.

Basis Value creation is the basis of | Service is exchanged for
service. Service functions as service

a facilitator where both users
and providers capture value
through service.

Value In Usage Contextual

Value Creation Actions by all actors which Not explicitly defined
leads to the value of the users
(Customers).

Nature of Value Value in Use Not Defined

Value Zones Value creation in three Not Defined

spheres that are provider,
user and joint.

Source: Synthesized from (Gronroos & Gummerus, 2014, p. 231)
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2.4 What is Value?

S-D logic treats value as a yard stick for assessing the extent to which
service has succeeded (Babin & James, 2010). The creation of customer
value is recognized as the reason of firm’s success, and its existence
(Slater, 1997). With the increased importance of value concept, it has
become a strategic imperative in developing and maintaining competitive

advantage (Wang, 2009).

Traditional marketing literature has a strong influence from economics.
The history of the value concept is reflected in the way value is
conceptualized and constituted. Value has been seen in terms of value
delivery in the production- oriented perspective. Value is also traditionally
associated with financial gains. The purpose of value is believed to
increase the wealth for the firm and customers. As the customer focus
gained importance in the marketing literature in late 70’s, value was also
described as the quality of the product and satisfaction of the customer.
Value is explicitly recognized in the current American Marketing

Association (AMA) definition of marketing (Lotti & Lehmann, 2007);

Marketing is the activity, set of institutions, and processes for
creating, communicating, delivering, and exchanging offerings that

have value for customers, clients, partners, and society at large.

Despite of the importance, the concept of value has not been clearly

defined in marketing literature. It is believed to be one of the most
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overused and misused concepts in the social sciences in general, and in
the management literature in particular (Sanchez-Fernandez & Iniesta-
Bonillo, 2007). In defining value, the literature poorly differentiate it from
other related concepts such as values. Sanchez-Fernandez & Iniesta-
Bonillo (2007) suggest that there is a clear distinction between the concept
of value and values. Few marketing academics however, confused both
terms which creates more ambiguity in explaining the term value. Value is
defined as the process of evaluative judgment (Holbrook, 1996; Sanchez-
Fernandez & Iniesta-Bonillo, 2007). Value also implies a ‘trade-off
between benefits and sacrifices. The term values refer to the standards,
rules, criteria, norms, goals, or ideals that serve as the basis for such an
evaluative judgment (Holbrook, 1996; Sanchez-Fernandez & Iniesta-
Bonillo, 2007). Values are normally defined on a personal and individual
level which includes the belief and goals of oneself. Values are thus a
scale or criteria which are used by an individual to make a preferred
judgment. Values are the antecedent of value, and hence the concept of
value and values cannot be described as same (Sanchez-Fernandez &

Iniesta-Bonillo, 2007).

Literature review reveals several holistic conceptualizations of value on an
individual level (Day & Montgomery, 1999; Holbrook, 1996, 2005; Woodall,
2003; Zeithaml, 1988). The lack of agreement among scholars with
respect to the conceptualization and measurement of value is a
consequence of its ambiguous nature. Value has been described as

‘complex’ (Lapierre, 2000), ‘multifaceted’ (Babin et al., 1994), ‘dynamic’
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(Parasuraman and Grewal, 2000; Woodruff and Gardial, 1996), and
‘subjective’ (Zeithaml, 1988).

For this study, given the complexity and lack of consensus in the area of
value literature, it is vital to first understand what value is (Babin & James,
2010). An overview of the literature reveals two main approaches to the
explanation of value concept. The first is a uni-dimensional approach. This
approach suggests value as a single concept which is measured by a list
of items that evaluates the overall perception of customer value (Sanchez-
Fernandez & Iniesta-Bonillo, 2007; Sweeney & Soutar, 2001). This
approach also includes the possibilities that value have possible multiple
antecedents such as quality, value etc. The second approach is multi-
dimensional. This approach suggests that value is made up of different
components such as quality, cost, benefits, values etc (Babin, Darden, &

Griffin, 1994; Babin & James, 2010; Holbrook, 1996; Woodall, 2003).

The uni-dimensional approach of value reflects the earlier mindset which
was influenced by neoclassical economic literature. Traditionally,
marketers have believed that market choices and consumer preferences
are driven by utilitarian value (Chiu, Hsieh, Li, & Lee, 2005). This view
suggests that the customers are subjects who make choices based on the
utility of a product (Sweeney & Soutar, 2001). The main constraint in
making the decision is price and income. So in simple terms, lower prices

will deliver more value and vice versa.
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As opposed to uni-dimensional approach of value, recent research shows
an increase in treating value as a multi-dimensional concept. Holbrook
(1996) suggests that value is a more complex concept which includes
multiple elements. Even though value is considered multi-dimensional in
recent research, fewer studies have pursued a multi-dimensional approach

(Sanchez-Fernandez & Iniesta-Bonillo, 2007).

Holbrook (2005) defines value as an f‘interactive, relativistic, preference
and experience” (p.46). According to this view, value implies an interaction
between actors; it is comparative, personal, and specific to the context;
and it embodies a preference judgment. Value in interactions is also
supported by Grénroos & Voima (2013). Whereas Ramaswamy (2009)
suggest that value is in the experiences. Furthermore, Holbrook (1996)

proposes a ‘typology of consumer value’ based on three dichotomies.

(1) extrinsic versus intrinsic (a product viewed instrumentally as a
means to some end versus a consumption experience prized for
its own sake as an end in itself);

(i) self-oriented versus other-oriented (something valued by virtue
of the effect it has on oneself or for one’s own sake versus an
aspect of consumption positively evaluated because of how
others respond or for the sake of someone else);

(i)  active versus reactive (involving the manipulation of some

product by its user versus the appreciation of some consumption
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experience wherein an object affects oneself rather than vice

versa).

Subsequently, these three dichotomies further present eight types of

values. Holbrook (1996) suggests that these types are interconnected.

These types are listed in table 2.3 below. Holbrook believes that the

excellence or quality type of the value cannot be separated from the

beauty or aesthetic part of value. So in short, all types of value are

interrelated. For example if the experience is convenience, that will bring

fun part in the exchange and consumption.

Table 2.3: Typology of Actor Value

Extrinsic Intrinsic
Self-Oriented Active Efficiency Play
(output/input, convenience) | (fun)
Reactive Excellence Aesthetics
(quality) (beauty)
Other- oriented | Active Status Ethics
(success, impression) (virtue, justice,
mortality)
Reactive Esteem Spirituality

(reputation, materialism,
possessions)

(faith, ecstasy)

Source: Adopted from (Holbrook, 1999, p. 12)

Page | 34




2.5 S-D Logic View on Value

S-D logic supports the multi-dimensional aspects of value. S-D logic
understanding of value concept is closer to Holbrook’s explanation of
value. Moreover, Holbrook incorporates a wide range of facets which
constitute value. | prefer Holbrook’s definition of value which aligns with S-
D Logic as it stresses that value is achieved through experience and made

up of different interrelated factors.

Furthermore, Vargo and Lusch (2008a) present value as experience and a
process. As FP10 of S-D logic suggests that value is always determined
by the beneficiary. This means that value is a subjective construct.
Customer’s social and individual factors depend on the overall value
creation. In other words, value is a worth which is personally judged by an
individual in self-situation. With this view point of S-D logic, value is
relative, depending on situational, personal, and comparative factors as
suggested by (Holbrook, 1996, 1999, 2005). Rather than being a
characteristic of objects, value emerges from the subject’s interaction with
the object. This implies that value is an evaluative judgment of the service
output and experience. While all actors are engaged in the value creation
process, the value is not determined by all actors in a same way due to
different situations (Hilton, Hughes, & Chalcraft, 2012). Babin & James
(2010) suggest that the emerging multi-dimensional value concept allows
one to move beyond the G-D logic of marketing, to focus on actions and

experiences rather than simply cost and benefit.
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2.6 Value Creation

Gronroos & Voima (2013) suggest that value creation is a process to
increase the well being of the actors. The gradual shift from products to
service, where the focus is changed from transactions to relationships has
challenged the constitution of value delivery. In early conceptions, the
customer is seen as a cognitive information processing human being who
perceives value which is embedded in goods and services. For customers
and firms, the value was believed to be in exchange. S-D Logic however
suggests a different understanding on value creation. It presents a
resource-based value perspective, which emphasizes understanding the
process-based nature of value creation. It is suggested that all actors
including firm, network partners and customers co-create value through
interactions. Whereas traditionally, it was believed that value is created by

the firm, and then transferred or exchanged to the customer.

S-D logic suggests that firm cannot create value for the customer, but can
only offer value propositions (FP7). Customers use resources provided by
firms, and combine these with their own resources to generate value for
them. However there are different sources of service value on which firm
can focus. Smith and Colgate (2007) have identified four broad and well
mapped out sources of service value: information, product, interaction and
environment. These sources are considered as the antecedents to value.
The information source relates to the information context of promotional

activities and its impact on customer. Product is the second source of
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value, centered on utility generated by the various attributes of the core
product (goods or services) of the firm. Interaction focuses on the service-
service collaboration between actors. Experience, as the fourth source of
value, includes the physical environment such as atmospherics, social
service space and the physical aspects of the consumption experience

such as the building.

2.6.1 Value Creation: in Use or Exchange?

Value is not in the exchange, but it's in use, where value emerges in the
customer processes, rather than the product offered by firm (Grénroos,
2006a, 2008; Normann & Ramirez, 1993; Prahalad, 2004; Vargo & Lusch,
2004). A value-in-use view suggests that value is created in customer
value-generating processes such as interactions, learning and relationship
experience (Gronroos, 2008; Payne et al., 2008). Value propositions about
potential value are made by firms, and customers use their value-
generating resources in order to co-create value for themselves (Grénroos,
2006a; Gummesson, 2008). Customers are no longer seen as a passive
recipient to firm’s promotion. Value-in-exchange, on the other hand is
often considered to be synonymous with price; a uni-dimensional view of
value. Value-in-exchange is usually measured with market share by firms,
whereas value-in-use is assessed by customer lifetime value (Rust et al.,
2010) and long term relationships. Furthermore, Grénroos & Ravald (2009)
suggest that value-in-exchange is a function of value-in-use and a lower
order concept than the latter. Interaction is one of the sources of value,

and during this interactive process, the customer is considered to assess
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the value that is created or emerges (Grénroos & Ravald, 2009).
Interaction as a main component of value creation is believed to be a joint
participation where all actors participate and collaborate to achieve goals
(Zainuddin, 2009). S-D logic emphasis on active collaborations among

different actors and classified it as value co-creation.

2.7 Value Co-Creation

Value co-creation is defined as the joint creation of value by multiple
actors. Even though value co-creation as a subject is gaining attention
from scholars, but it still lacks in terms of empirical evidence and clarity
regarding the concise definition of the process. Further elaboration on the
concept reveals that value co-creation entails the interactions and
integrations of resources between actors. Prahalad and Ramaswamy
(2004) suggest that value co-creation is mainly concerned with creating
unique experiences among customers and firms. These interactions which

create unique experiences encourage innovation (Hua, 2012).

A central concept of S-D logic is the co-creation of value through
reciprocal service provision (Vargo & Lusch, 2008b). It extends the early
work of Prahalad & Ramaswamy (2004) and suggests that value co-
creation is a central concept in the marketing discipline. Furthermore S-D
logic suggests that all social and economic actors are referred to as
resource integrators (Lusch & Vargo, 2008). Firm can provide value
propositions and suggestions to the customers (Vargo & Lusch, 2008b). It

can also provide a platform of co-creation to the actors. By engaging itself
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in customers’ processes in a meaningful way, firm can assist customers in
their creation of value-in-use (Gronroos, 2008). Furthermore, firm can
support this value creation by facilitating the value creation process with
appropriate resources, and through interactions with customers (Grénroos,

2012).

Literature review further reveals that actors integrate resources through
dialogue, which results in the creation of value. The form of dialogue
should be seen as an interactive process of thinking and learning together
(Ballantyne & Varey, 2008). Value co-creation supports the argument of S-
D logic that customers are not the passive audience of firm’s promotion. In
the old manufacturing-based model, value was seen to be created through
products and then delivered to customer through a value chain (Porter &
Linde, 1995). In the new service-based model, value is created by
experiences of all actors involved in the interaction (Prahalad &

Ramaswamy, 2004).

There are limited number of studies which provide empirical investigation
of the value co-creation concept (Wang, Hsieh, & Yen, 2011; Warchal,
2012; Wise, Paton, & Gegenhuber, 2012; Woratschek & Durchholz, 2012;
Yi & Gong, 2013; Yip, Phaal, & Probert, 2012; Ylikyla, 2012; Young-Tsung,
2012; Zainuddin, 2009). To date, Payne et al. (2008) provide a more
simplistic and process based view of value co-creation. Payne et al. (2008)
suggest three types of processes which are part of value co-creation.

Three processes provided by Payne et al. (2008) are at the levels of
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customer, firm and encounter in a B2B context. Customer value creating
processes are the practices that customers use to manage their activities
during a co-creation process. The customer value creation process
includes a series of activities performed by the customer to achieve a
particular goal. The effectiveness and efficiency of customer value creating
process depends on the amount of information, knowledge, skills and
other operant resources held by customers. Firm value creating processes
are the processes, resources and practices that firm uses to manage
relationships with its customers and other relevant stakeholders. If a firm
wants to improve its competitiveness, it has to develop its capacity to
either add to the customer's total pool of resources, in terms of
competence and capabilities (relevant to the customer’s mission and
values), or to influence the customer’s process in such a way that the
customer is able to utilize available resources more efficiently and
effectively (Payne et al. 2008). Lastly, encounter level processes highlights
the interaction between customer and firm to create value. However, it
doesn’t mention how actors engage themselves in dialogue and do the

valuation of resource integration.

In addition to this, the network component in value co-creation is also one
of the foundational propositions of S-D logic (Polese, Carrubbo, & Russo,
2009). Value co-creation processes involve a number of stakeholders who
operate in networks. Resources are integrated through interactions in
these networks which result in the creation of outputs that are valued

(Lusch, Vargo, & Tanniru, 2010; Macdonald, Wilson, Martinez, & Toossi,
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2011; Mariussen & Ndlovu, 2012). Even though networks are considered
to be an important part of co-creation processes, current research
provides a limited exploration in this subject. There is a need to see how
and to what extent networks play a role in the co-creation of value for

actors.

2.7.1 Nordic View on Value Co-Creation

S-D logic conception of value co-creation discusses the concept on a
higher level of abstraction as compare to Service logic. Nordic school of
service discusses value co-creation as a pure managerial tool (Gronroos &
Gummerus, 2014). The focus is more on the operationalization of the

concept, rather than the understanding at a more theoretical level.

In my view, the primary difference between Service Logic and S-D logic is
the focus of discussion. S-D logic advocates are focusing on developing
the theory of market with the help of empirical studies and previous
theories. Whereas, Nordic school of service presents Service Logic and
the concept of value co-creation from managerial perspective. They
present definitions and clarity into the key terms associated with S-D logic.
However | feel that they lack the clear connection between practice and
theory. In order to develop a Service theory of marketing, a higher level of

abstraction is required where practice is connected with the theory.

Key contributions from Nordic school of service are the concise definitions
of terms relating to the S-D logic. For instance, value co-creation is defined
as the process of creating something together through direct interactions.

These interactions are collaborative and dialogical in nature. Furthermore
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Gronroos & Gummerus (2014) provide the following terms associating with

value co-creation.

Value Co-Creation Spheres:

Value is co-created in three spheres. First one is the provider sphere. In
this sphere, provider arranges resources which need to be offered to the
customer to facilitate their value creation process. Second sphere is
understood as the joint sphere where provider and customers interact.
Third sphere is the customer sphere where the customers create value

themselves by interacting with other actors in their group.

Value Co-Creation Platform

It is defined as instances where two or more actors merge into an
interactive process where each actor influences other processes of value
creation. Gronroos & Gummerus (2014) suggest that only direct

interactions are part of value co-creation platform.

Value-in-use

One of the main critiques of S-D logic is its lack of clear definitions of key
concepts. Gronroos & Gummerus (2014) argue that in order to create the
logical consistency, a definition of value is required. Nordic school of
service presents the definition of value as value in use. Value-in-use is the
value for customers, created by them during their usage of resources.

Value is both created and determined by the customers.

For this particular study, developments and understanding from both
schools of thoughts are used for assistance. | consider contributions from
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Service Logic and S-D logic important and viable to develop the logic

further, and prepare grounds to make it a theory.

2.7.2 Co-Creation and Co-Production

The concept of co-production is usually confused with co-creation. The
discussion on both concepts have been covered in academic literature
(Etgar, 2008; Lehrer, Ordanini, DeFillippi, & Miozzo, 2012; Ordanini &
Pasini, 2008). Bendapudi & Leone (2003) provide a good review of
literature on co-production and co-creation. Co-production is usually
associated with G-D logic, where there is a distinction between firm and
customer. Current understanding of co-production tends to revolve around
assisting the firm in designing and delivering its value proposition
(exchange value) such as providing inputs to product design or self service
(Ordanini & Pasini, 2008). Value co-creation in contrast, is the customer

realizing the value proposition to obtain benefits (value-in-use).

It is probably easier to draw a boundary between both concepts in case of
tangible goods, as the consumption is held to be separated from
production. But in case of services, where value is co-created and co-
produced in a highly interlinked environment involving more than one actor,
it would be impossible to distinguish between the two terms. Some
scholars, including Kristensson, Matthing, & Johansson (2008) and
Nambisan & Baron (2007) have described value co-creation and co-
production interchangeably. Others have introduced the term 'prosumer,’
which implies that customer is the consumer, as well as the producer
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(Tapscott & Williams, 2006; Toffler, 1980). S-D logic however considers all
resource integrators as actors. In view of S-D logic, co-production is hence
a lower level concept of value co-creation. Actors may or may not engage

in co-production during the co-creation process.

2.7.2 Co-Deconstruction of Value

Some recent studies have discussed the co-destruction of value. Some
scholars suggest that there are some factors which can contribute to value
co-destruction rather than co-creation (Echeverri & Skalén, 2011; Plé &
Céceres, 2010; Worthington & Durkin, 2012). Plé & Céaceres (2010) argue
that if value is co-created among actors, then it can also be co-destroyed
through these collaborative processes, and this notion lacks in the current

literature on co-creation.

Value co-destruction can be defined as an ‘interactional process between
actors that results in a decline in at least one of the actors well-being’.
Literature review further suggest that co-destruction of value should be
identified and discussed in more detail. By doing so, the factors which
contributes to destruction of value can be tackled in a better way. Plé &
Caceres (2010) further suggest that value co-destruction results from the
misuse of resources. They suggest destruction through misuse as
opposed to value-in-use. It is suggested that when actors misuse
resources, that result in a co-destruction of value rather than creation. One
simple example would be if customer does not follow the manual provided

by firm to operate an electronic device, and it results in a poor
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performance. Plé & Caceres (2010) further suggest that value co creation

is not the only possible outcome during resource integration.

Value co-destruction can be resulted at any level of resource integration. It
can either be at exchange, firm’s processes, or at customers’ processes.
Plé & Caceres (2010) suggest that co-destruction can be intentional, or
accidental. During interactions, actors most likely intend to co-create value
rather than co-destroy it. Since all the actors are interested in co-creating
value, but if discrepancies occur which are not deliberate, that result in a
co-destruction of the value. This is characterized as unintentional co-
destruction of value. Intentional co-destruction of value involves a situation
when actors misuse their resource on purpose. This can be due to a
reason when goals of all actors are different. However it is important to
determine the main factors which can result in co-destruction. Literature is
scarce in this field and doesn’t provide enough empirical or conceptual
research on the subject (Echeverri & Skalén, 2011; Plé & Céaceres, 2010;
Worthington & Durkin, 2012). This can be done by conducting a case
study in a context where co-destruction is likely to occur. This study does
support the idea that co-destruction is an alternative outcome, but doesn’t
provide the factors and reason behind co-destruction due to the successful

completion of the ICT software projects between vendor and client.
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2.8 Focus of Empirical Studies on Value Co-Creation

Literature review suggests that much of the research on value co-creation
from S-D logic view resides at theoretical and conceptual level with limited
empirical evidence (Gummesson, 2008; Prahalad & Ramaswamy, 2004;
Vargo & Lusch, 2004, 2008b). Payne et al. (2008) suggest that there is
relatively little direction on how value co-creation process is undertaken in
different contexts such as retail, education, healthcare, ICT etc. There is a
need to understand the nature of different service settings where value is
co-created between the service suppliers and customers (Brodie,
Whittome, & Brush, 2009). Vargo et al. (2008) suggest that the exploration
of value co-creation as a concept has raised a number of different
guestions which are required to be answered empirically. There is a need

to see value co-creation in action in a real time environment.

Furthermore, current research on the development of the value co-creation
concept has mainly approached value co-creation from firm’s perspective
(Heinonen et al., 2010). Research procedures which were employed in
order to address the issues included interviews with managers and front
line staff who were involved in interactions with customers. Firm
employees rather than customers were asked questions. Heinonen et al.
(2010) argue that current research conducted on value co-creation is still
very much production focused rather than customer focused. Firm
dominance is still visible in the current explanation of value co-creation

concept. Vargo, Lusch, & Akaka (2010) also realizes that while there are
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efforts to support and develop an S-D-logic grounded understanding of

marketing, the paradigmatic power of G-D logic remains strong.

Heinonen et al. (2010) further argue that instead of focusing on what firms
are doing to help customers to create value; the focus should be on what
customers are doing with service to accomplish their own goals. It is also
argued that this approach will allow firms to build their business on an in-
depth insight into the customer activities, practices, experiences and
context. Value co-creation from customer perspective, not only involves
the firm’s service, but also customer’s activities. Services provided by the
firm is not only consumed or used, but it also integrates into customer’s
on-going experience and activity structures beyond the service process.
Value is believed to emerge when service provided by a firm fits into the

customer’s context, activities, practices and experiences (Grénroos, 2012).

Literature review further reveals that current research in value co-creation
is limited in explaining the role of networks empirically. Therefore it is
useful to explore value co-creation as a multi-dimensional phenomenon
that also involves the processes which are not apparent at the encounter
stage between all actors. This view will address how customers create
value for themselves with other network partners by engaging themselves
in different roles. Akaka, Vargo & Lusch (2012) suggest that a customer’s
ability to integrate resources and be an active member of co-creation relies
on existing internal competences as well as the integration of resources

through a broader network of relationships.

Page | 47



2.9 Chapter Review

The review of literature in this chapter suggests that empirical evidence on
the practicalities of value co-creation is still scarce. Literature review
provides various facets associated with value co-creation, but there is a
lack of understanding on how it actually happens in practice. The main

facets of value co-creation reviewed in the literature are as follows:

1. Value co-creation is a process encompassing customer, encounter
and supplier processes. The focus is on the firm’s role and
understanding of what is value for the customer (Payne, Storbacka
& Frow, 2008).

2. Customers are considered value creators when value in use is used
as a foundational value creation concept. Value is realized in use,

rather than exchange alone (Gronroos, 2008).

3. Actors involve in an objective oriented environment during resource
integration. In order to achieve the objectives, resources are used

as means (Korkman et. al., 2010; Peters et. al., 2014).

4. Actors integrate resources through dialogues. Dialogue is a form of
interaction and is an important part of value co-creation (Ballantyne

& Varey (2008).

5. Value co-creation process is not limited to firm and customer. Other

actors such as network partners play an important role in the
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process. All economic actors access, adapt, and integrate
resources to co-create value for themselves and for others (Akaka,

Vargo & Lusch, 2012).

6. If the process of resource integration is not managed properly, that
may result in the co-destruction of value (Ple & Caceres, 2010 ;

Echeverri & Skalen, 2011).

The understanding of value co-creation further reveals three issues which

require further addressing. These issues are:

1. There is a lack of consensus on the understanding of value co-
creation process in different contexts. Most of the research lies on
conceptual level. Empirically, there are limited studies that show

how actors integrate resources resulting in value.

2. S-D logic suggests that all actors co-create value and the customer
is one key co-creator of value. Yet there are limited numbers of
studies which present value co-creation concept from customer’s
point of view. Most studies present a firm based view on co-creation
rather than customer’s based view. So there is a need to
understand what happens when customer view is also taken in

discussing the practicalities of value co-creation.

3. Other actors, including network partners of customers and firm, are

believed to be an important part of co-creation process. Empirical
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research is limited in revealing stage(s) where network partner

contribute to the co-creation of value.

These issues provided the motivation to develop the research questions

for this study. The main research question for this study is:

‘How does integrating resources co-create value?’

This main research question was answered through four sub questions

which were:

Sub Question A
What is the nature of 'value realized' by the actors?
Sub Question B
What resources support value co-creation?
Sub Question C
What are the stages in value co-creation?
Sub Question D

What are the natures of interactions that are part of value co-

creation?
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Chapter 3.0: Methodology

3.1 Chapter Overview

This chapter discusses the methodology of this study by presenting
epistemology, ontology and choice of paradigms. The selection of a
suitable paradigm leads to the discussion of appropriate inquiry technique
vital to the research design of this study. In the end, abduction is selected

as the preferred research logic for this study.

3.2 Philosophical Characteristics

Methodology refers to how research goes about finding out knowledge and
carrying out the research project. Wainwright (1997) suggests that
methodology is a strategic approach of inquiry, rather than design and
techniques of collecting and interpreting empirical material. First step in
discussing the methodology is the selection of appropriate philosophical
paradigm. The selection of philosophical paradigm emerges from the
understanding of ontology, epistemology and paradigm choices (Denzin,

1998).

3.2.1 Ontology

‘Ontology’ refers to the nature of reality. It raises questions such as what is
the nature of the world; what is real; and what counts as evidence?
(Maykut,1994). Ontology is usually classified as realist and relativist.
Realist ontology assumes that reality exists independent of observer's

perceptions and operates according to immutable natural laws that often
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take causel/effect form. Whereas relativist ontology assumes that there
exists multiple, socially constructed realities ungoverned by natural laws --

causal or otherwise (Guba & Lincoln, 2005).

This study assumes relativist ontology. Relativist ontology excludes the
possibility of a “true” construction. “There are only more or less informed or
sophisticated constructions” (Guba, 1994). There is no objective world or
objective truth; everything is relative and created by social creatures. The
way we interpret the world - our versions - belong both to what is
interpreted and to a system of interpretation. The world and the truth we
perceive are products of our own mind and constructions of our own
thinking. Moreover there is no such research as value-free research;
everything is affected by the norms and values of the researcher, formed
by the culture and society of which the researcher is a product. As human

beings, we constantly construct the reality in which we live.

3.2.2 Epistemology

Epistemology emphasis on the nature and origins of knowing and the
construction of knowledge (Maykut, 1994}. The choice of epistemology
affects the methodology. Epistemology view is usually characterized as
either objective; if the researcher sees knowledge governed by the laws of
nature or subjective; if the researcher sees knowledge as something
interpreted by individuals. Subjectivist epistemology assumes that the
knower and subject create understandings, and the findings are created as

the process of investigation goes on. Due to the variable and personal
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nature, social constructions can only be refined through interaction
between researcher and respondent. The aim of this study is to create a
more informed and sophisticated construction than the constructions
presented before (Guba & Lincoln, 2005). Furthermore, Wainwright (1997)
discusses ‘positivism’ versus ‘hermeneutics’ as two opposite
epistemological stances, where hermeneutics emphasize the impact of the
researcher and his/her subjective role in the research process. The
understanding of these two opposite epistemologies, this is classified as a
hermeneutical study, where the aim of this study was not to reach an
objective truth, but to create an understanding of a studied phenomenon

under certain, thoroughly described circumstances.

The understanding and selection of ontology and epistemology leads to
the discussion of my stance on philosophical paradigms. A paradigm here
is understood as “a basic set of beliefs that guide action” (Guba & Lincoln,
1994). A researcher's paradigm then, is the frame of reference that one
brings to a study. This philosophical framework and stance is used to draw
conclusions and develop finding about a situation or phenomena. The
paradigm categories provide convenient tools for researchers to identify

and communicate specific perspectives and assumptions.
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3.3 Philosophical Paradigms

There are three common and widely understood philosophical paradigms
of research: positivism, critical theory and interpretivism (Guba & Lincoln,
1994). These paradigms represent simplifications of the actual complexity
of worldviews, which underpin different research perspectives. In fact, the
nature of the particular paradigm which guides research projects is
impacted by a number of philosophical and practical considerations
(Rabinowitz & Weseen, 1997). Following section presents a brief

description of different paradigms.

3.3.1 Positivism

A positivist understands the world as one objective reality. In the positivist
philosophy, the researcher assumes that reality is objective and
independently measurable by the researcher. Positivism stance aims to
explain the world accurately and tries to understand the phenomena
scientifically (Crotty, 1998). Positivist studies are those studies that
assume a priori constructs with fixed relationships that can then be
examined with structured instruments. Theories are tested to increase the
understanding of phenomena, for example, through quantifiable variables

and testing of hypotheses.

3.3.2 Critical Theory

Critical theory research suggests that reality is historically established and
it is produced and reproduced by people (Meyers, 2004). Critical studies

seek to expose contradictions and flaws in social systems with a view to
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making some sort of transformational commentary or intervention. Critical
theory views knowledge as inherently political; social scientists and social
science are instruments of power. In critical theory research, the main goal

is seen as being social critique, exposing inequities and conflicts in society.

3.3.3 Interpretivism

Interpretive paradigm emphasizes the social context (Orlikowski & Baroudi,
1991) and the human complexity with regards to how people understand
the phenomena and the emerging meaning they assigned to them (Kaplan
& Maxwell, 1994). Interpretivist does not see the world in an objective light;
instead individuals construct the world, each perceiving their own reality.
Interpretive view suggests that meanings are constructed by human
beings as they engage with the world they are interpreting (Orlikowski &
Baroudi, 1991). Therefore to understand the world, these realities need to
be understood. The interpetivist aims to achieve a deep understanding of
the social phenomena under study, and recognizes the importance of
participant’s subjectivity as part of this process. Research participants use

their own words, when relating to personal experiences and beliefs.

The primary objective of this study was to understand the process of co-
creation through the eyes of actors. As human beings, we constantly
construct the reality in which we live. This assumption, that reality is
socially constructed, leads me to contend that research is not value-free.
The selection of interpretive paradigm supported my stance of assuming a
subjectivist epistemology. Meanings are constructed socially, and due to

its variable and personal nature, these meanings can only be defined and
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refined through interactions between researcher and participants. This
study is an example of informed and sophisticated construction of value
co-creation concept as compare to the constructions presented before in

literature (Guba & Lincoln, 2005).

3.4 Techniques for Inquiry

There are two common inquiry techniques available to researchers while

undertaking a research project:

e Quantitative Method

e Qualitative Method

Inquiry techniques selection is somewhat affected by one’s own
philosophical stance. The interpretivist assumes a more personal set of
methodological procedures. Interpretivist answers questions associated
with credibility, conformability, transferability, and dependability, instead of
the usual positivist criteria of reliability and generalizability (Denzin &
Lincoln, 1998). Positivist research is commonly linked to quantitative
research methods, whereas interpretive research is commonly linked to
qualitative research methods. Qualitative methods were selected in order
to address the research questions and objectives. The pairing of
qualitative methods and interpretive stance provided a natural support and

addressed research questions to it best potential.
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3.4.1 Rationale

The decision to conduct this study with qualitative methods was made due
to various reasons. Firstly, the nature of the problem under investigation
was such that it required an in depth exploration of the concept. The
nature of the study was exploratory as value co-creation concept is not yet
well established in marketing literature (Gronroos & Ravald, 2009).
Exploration allowed me to dig deep into participants’ thoughts and ideas to
understand how value co-creation process was taking place. Furthermore,
majority of the research published in recent times on value co-creation
topic has employed various qualitative methods which support my idea of
selecting qualitative method as a better and valid research method to
study the phenomenon. Secondly, value is contextual and determined by
actors involve in the value co-creation process (Vargo & Lusch, 2008b). It
implies that value is realized in different ways by different individuals.
Individual’s experience, emotions, relationship, learning etc. affect the
realization of value. In order to understand the meanings, and the sources
of value, qualitative approach is appropriate. The gqualitative perspective
allows informants to “use their own words to draw on their own concepts
and experiences” (Orlikowski & Baroudi, 1991). This allows a broad
understanding of the concept and identifies areas and discussions which
have not been reported yet. Thirdly, this study aimed to discover the
processes involved in value co-creation, and can be referred to as ‘theory
creation’ research rather than ‘theory verification’ or ‘theory testing'.
Informants were approached in a natural setting to discover and uncover

what was to be known about the phenomenon. The goal was to discover

Page | 57



patterns containing evidence of collaboration among actors which
emerged after observation, careful documentation and thoughtful

interpretation of the empirical material.

3.5 Research Logic

Two common research logics used in social sciences research are
Induction and Deduction. Induction and deduction research logics are
more widely used in social sciences as compare to a third logic called
Abduction. Due to a wide use of induction and deduction logics for social
research, sometimes the purpose of the study contradicts the selection of
appropriate research logic. Jarvensivu & Tornroos (2010) suggest that
researchers with realist ontological stance use a deductive research
process. Deductive research logic begins with theory and the purpose is to
test the arguments. Whereas relativists start with subjective accounts of
lived experiences on which they inductively build theory. Along these two
logics, Jarvensivu & Tornroos (2010) classifies abduction as an approach
to produce knowledge which occupies the middle ground between
induction and deduction. Abduction was first coined by Peirce, (1903).
Similarly, Dubois & Gadde (2002) argue that abduction is about

investigating the relationship between ‘everyday language and concepts’.

Drawing on work by various authors on research logics, | have developed
an understanding which includes three different logics of research for
reasoning. Following table presents an overview of different research

phases and appropriate strategies for each phase.
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Table 3.4: Research Logics

Abduction Deduction Induction
(Systematic Combining)*

Aim To understand social To test theories, to | To verify the theory by
phenomena in terms of eliminate false ones | searching for the facts
social actors motives and | and corroborate the | and to establish
understanding. survivor. description of the

patterns.

Start Related theories, Deduce hypothesis Tested theory.
observations of everyday | from a tentative
accounts. theory.

Finish Tentative theory\ Hypothesis Testing\ | Theory verification and
Framework . Theory Testing. generalization \

Universal law.

Researcher | Inquiry from inside Inquiry from outside Inquiry from outside

Stance

Researcher | Respondent view Researcher Researcher viewpoint
explained by researcher. | viewpoint

Account

Synthesized from (Blaike, 2000; Jarvensivu & Tornroos (2010); Dubois & Gadde (2002)*;
Dubois & Gadde (2014); Thomas, 2010)

Abduction generates ideas and tentative theories that serve as
hypothetical concepts (Thomas, 2010). Jarvensivu & Tornroos (2010)
suggest that unlike induction, abduction accepts existing theory, which
might improve the theoretical strength of case analysis. Furthermore,
abduction is flexible enough to allow a less theory driven research process
than deduction, which enables empirical material driven theory generation.
An outcome of the abductive research is a framework which provides a

tentative idea of what theory can look like.

Dubois & Gadde (2002) refers to the process of abductive research as
“systematic combining”. They argue that systematic combining is a
process where theoreti