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Service-dominant (S-D) logic provides a new alternative lens for business and economic activity. It
argues that the customer is the determiner and co-creator of value. However, it only achieves the
conceptualisations for the relationship between customer experience and value co-creation and
lacks the advanced modelling framework. A framework for its utility in service design is needed.
This study aims to propose a model of service-dominant-oriented evaluation of customer
experience and value co-creation in the service ecosystem. First, this study integrates customer
experiences and value co-creation throughout value in the experience. The proposed framework
strengthens value co-creation accompanied by customers’ experiences and value determination.
Further, the framework incorporates the two key aspects of time-dependence and multi-
dimensionality in customer experience assessments to evaluate value co-creation. Second, this
study presents a model based on an exploratory study of S-D logic and a service ecosystem. Based
on the theoretical and conceptual arguments proposed in this research domain within a decade,
the proposed models help us clarify and understand how S-D logic dynamically works in a real-life
service ecosystem and remains scarce. The extension of S-D logic for further development has been

implemented in this study.
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Chapter 1 Introduction

Chapter 1 Introduction

1.1 Nature and research questions

Over the past decade, the process of evaluating customer experiences has evolved from a
static one to a time-dependent one (Voss et al., 2008), from a service to an experiential dimension
(Chahal et al., 2015), and from receiving to co-creation (Vargo and Lusch, 2004; Helkkula et al.,
2012), and further to value co-creation (Storbacka et al., 2016; Zeeshan et al., 2019). Throughout
this evolution, the relationship between customer experiences and value co-creation has gained
increasing emphasis in the service design literature. However, a combined framework for customer

experiences is needed to further our understanding of value co-creation.

In addition, service-dominant (S-D) logic (Vargo and Lusch 2004) provides insight into not only
the relationships and behaviors within service industries but also all of society’s economic and non-
economic activities. In contrast to goods-dominant (G-D) logic, it forms a complete structure of the
service ecosystem that facilitates a clearer understanding of resource integration and value co-
creation rather than merely focusing on separate exchanges or trading activities. However, previous
related research has only established conceptual frameworks, the illustration, operation, and

analysis of which still require further research.

The issues mentioned above, including gaining a deeper understanding of customer
experience and value co-creation, and upgrading the S-D logic and service ecosystem from
conceptual frameworks to workable models, have become important questions in service research.
There are separate developments in each of these research issues. However, an integrated model
connecting them is lacking. In order to capture the entire picture of service operations and
supporting firms to make design and improvement solutions for a service business, it is necessary

to connect these important parts of service research and build an integrated model.

1.2 Research aims and objectives

Based on the theoretical background and lenses, this study aim to help firms enhance their
services on the basis of customer experience and value co-creation. In order to fill the research gaps
identified from previous literature, this study formulates a central research question (RQ) and four

research objectives (RO1 - RO4).

RQ. How does the Service-Dominant logic and service ecosystem contribute to the

1



Chapter 1 Introduction

evaluation and enhancement of customer experience and value co-creation?

RO1. How can we facilitate better utilisation of customer experiences to understand value
co-creation and offers greater support in real-time service improvement and program
redesign?

RO2. How can we implement the complete service ecosystem model, in which value is
constructed structurally?

RO3. How can we model S-D-oriented ecosystem dynamics as graphical mapping syntax?

ROA4. How can we utilise S-D-oriented ecosystem dynamics to propose an approach for an

enterprise’s inter-organisational development?

1.3 Method

The objectives of the research are achieved as follows. First, the research builds a conceptual
framework that integrates customer experience, value in the experience, and value co-creation
before, during, and after the service process. The framework assesses customer experiences and
value in the experience using the combination of time-dependence and multi-dimensionality. By
linking customer experience and value co-creation, the framework can be utilised to determine the
service performance and support on-the-spot service improvements and long-term service
redesign. This method upgrades the conceptualisation of value co-creation to an applicable

evaluation framework for a firm.

Second, the research models the value related to the dynamic flowing of resources in the
service ecosystem. The modelling employs the conceptualisation of value-in-use in the S-D logic to
deconstruct value co-creation into the three stages of value estimation, emergence, and
determination while the co-created value is determined subjectively by the actor throughout the
process of value proposition, service process, and the actor’s resource acquisition and loss after

service process.

Third, the research models a service ecosystem’s dynamics as graphical mapping syntax based
on service-dominant logic. The modelling transfers previous conceptual propositions to a specific
model and upgrades previous networks to a dynamic model. By introducing the case of value co-
creation of a retailer and a hotel, the research demonstrates the utilisation of the proposed service

ecosystem’s dynamics to analyse the scenarios and solutions in the business.

Finally, the proposed service ecosystem’s dynamics are demonstrated by a case of the tourism
industry, including a theme park and a retailer-invested hotel. To demonstrate the utility of the

proposed approach for inter-organisational development, the research implements the approach

2



Chapter 1 Introduction

in the case of the enterprise’s cooperation with the university.

1.4 Research contributions and practical implications

There are several achievements of this research. In Chapter 3, the first part of this study, the
evaluations of the customer’s experience in service design are identified more completely than
previous research. The proposed framework extends existing assessment approaches (Grénroos,
2008; Yu and Sangiorgi, 2018) to customer experiences by performing an integrated assessment on
the basis of time-dependence and multi-dimensionality, two key aspects of customer experiences
that previous research has failed to combine in its customer experience assessments. The detailed
customer journey review provides a firm with more applicable references to map weaknesses in its

services and make useful improvements.

Second, in Chapter 3, the first part of this study, customer experience is linked to value co-
creation. This study proposes an advanced structure for the dual tracks of customer experiences
and value co-creation throughout a service process. In the structure, the corresponding facets are
created between the dual tracks in a service exchange process. Different from existing conceptual
research, the facets in the dual-track structure utilise customer experiences to assess value co-
creation from a customer-centric viewpoint, which is more reliable than applying a service-provider

viewpoint to improve and design a service.

Third, in Chapter 4, the second part of this study, value co-creation is identified. The
deconstruction of value co-creation solves the problem whereby, in the past, the firm could not
track and review the process of value co-creation. This study upgrades the conceptualisation of
value co-creation to an applicable evaluation framework in service exchange. This significant
upgrade is executed by the integration framework that has an invaluable comparative scale to

assess customer experiences.

Fourth, in Chapter 4, the second part of this study, there is also an achievement with respect
to the service ecosystem. By modelling a service ecosystem’s dynamics as graphical mapping syntax
based on the S-D logic, this study breaks through a barrier to utilise the S-D logic as a managerial
approach, providing more support to business than conceptual propositions. In doing so, it achieves
in-depth and multifaceted insights into the useful analysis support to the beneficiary’s business
decision-making. The proposed S-D-oriented ecosystem dynamics can also be flexibly extended to

a larger complex. The larger-scale complex is significantly valuable for the firm to predict and
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evaluate multiple complicated innovation interactions, the customer’s reaction to the firm’s actions,

and networking.

Finally, in Chapter 5, the third part of this study, based on a previous conceptualisation of the
S-D logic, the practical implications of the S-D logic and a service ecosystem are implemented. The
proposed approach can help an organisation for inter-organisational development. It contributes
to utilizing the S-D logic to solve an enterprise’s practical problems in organisational decisions and

strategies.

1.5 The structure of the thesis

The rest of the thesis is composed as follows. Chapter 2 is the literature review. Chapter 3,
“How can value co-creation be integrated in a customer experience evaluation?” is the first paper
submitted to the journal. Chapter 4, “Modelling and Evaluating Business Development Program by
Service-dominant Logic,” is the second paper submitted to the journal. Chapter 5, “Mapping Inter-
organisational Development: An Approach from the Perspective of Service Ecosystem,” is the third

paper prepared to submit to the journal. Chapter 6 presents conclusions.

Chapter 3, the first paper of the research, proposes an integrated, managerially-focused
framework for evaluating customer experience and value co-creation. With the arrival of the service
economy, businesses across different sectors have to increasingly rely on service design with its
focus on the viewpoints of customers and their experiences. Existing frameworks for evaluating
customer experience tend to neglect the connection between customer experience and value co-
creation, which is critical for enhancing the performance of service design. The aim of this
conceptual paper is, therefore, to develop a customer experience evaluation framework that is
coherently integrated with the value co-creation construct. It is achieved by intersecting the most
relevant insights from prior approaches for evaluating customer experiences with a theoretical
interpretation of a service value as the value in the experience that is always co-created and
uniquely determined by the customer’s personal lived and imaginary experiences. The proposed
framework is original in its theorizing of the evaluation process as a transformation from a customer
experience evaluation to a synchronised evaluation of value in the experience, as well as value co-
creation throughout and beyond the service process. The framework proposes using both major
service redesign and on-the-spot service improvements, which are extremely relevant for
businesses operating in highly competitive environments. The proposed framework is designed to

guide future empirical evaluations, accommodate new theoretical extensions and inform practical

4
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applications to design service offerings as a unique and preferred experience for a customer.

Chapter 4, the second paper of the research, proposes a graphical mapping syntax for
modelling the service ecosystem. Service-dominant (S-D) logic forms a complete structure of the
service ecosystem that facilitates a clearer understanding of resource integration and value co-
creation rather than merely focusing on separate exchanges or trading activities. However, previous
research has only established conceptual frameworks. This paper models networks of business
dynamics as an S-D-oriented ecosystem for providing greater support to business development and
decisions. This paper models ecosystem dynamics as graphical mapping syntax. Value co-creation,
the key pointin the S-D logic, is deconstructed into the three stages of value estimation, emergence,
and determination. By using a few simple elements in dynamics mapping, actors’ decision-making
and behavior can be analysed by tracking the resource flows through activities. The graphical
mapping syntax supports the firm in modelling and evaluating the business dynamics. This paper
transfers previous conceptual propositions to a specific model and upgrades previous networks to
adynamic model. The three-stage deconstruction of value co-creation helps understand the driving
role that value plays in a service ecosystem. This paper employs two cases and a complex
framework to demonstrate the utilisation of the proposed ecosystem dynamics to clarify how the
S-D logic dynamically works in a real-life service ecosystem. This paper transforms value co-creation
conceptualisation into an applicable framework and achieves the business utilisation of the S-D

logic that has been a challenge in past studies.

Chapter 5, the third paper of the research, proposes a model for utilizing the service ecosystem
to develop inter-organisational solutions. Following the enterprise’s vision, mission, and strategies,
the dimensions of value co-creation that an enterprise wants to develop are complex, including not
only the commercial benefits but more on the promotion of social-related cooperation and
development of the impact of the enterprise itself. Thus, the general business network methods
help us to only partially understand the value co-creation between the enterprises and other actors
and how the enterprises develop in the service ecosystem. This paper utilises the S-D logic to
develop an approach to construct the service ecosystem that contains the dynamics of actor
networking, value proposition-making, service exchange, and resource integration. The proposed
approach supports enterprises in evaluating their own complex value as well as evaluating possible
opportunities from which they can achieve the value they seek. This paper discusses a case study
of an enterprise in which a new actor is evaluated for the collaborations with the enterprise into
the service ecosystem and brings the following impacts that help the enterprise to achieve its own

complex value.
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Finally, Chapter 6 is the conclusion, which includes four parts. It outlines this study’s theoretical
and research contributions. It also points out the research limitations in the proposed frameworks
and application schemes. This chapter draws out the practical implications for managerial

practitioners and provides recommendations for future research.
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Chapter 2 Literature Review

To establish the theoretical foundation for this study, this chapter summarises the related
literature and identifies research gaps. Section 2.1 begins with the proposition of service-dominant
logic moving from goods-dominant logic. In Section 2.2, previous research related to customer
experience was reviewed, including customer experience in service design and the relationship
between customer experience and value co-creation. In Section 2.3, the evaluations of customer
experience and value co-creation are reviewed. A systematic literature review was conducted
based on the timeline of publications. The literature is classified into categories to present a
thematic focus on the evaluation literature stream. The review of customer experience contains
identification and description of dimensions, measurement of dimensions, customer experience
guality, management, customer journey touchpoints and context, the applications, and evolution
of customer experience evaluations. The review for value co-creation contains a measurement of
dimensions and a measurement of behaviors and managerial issues of value co-creation. Section
2.4 is the literature review of the service ecosystem. Finally, Section 2.5 is the literature review of
S-D logic for enterprises, including inter-organisational development of enterprises, enterprises’

value co-creation activities, and the extension of business networks to service ecosystem.

2.1 From goods-dominant to service-dominant logic

The service ecosystem was previously developed as a process-based or actor-based network
from the lens of goods-dominant (G-D) logic, which forms the basis of industrialisation and focuses
on the production and exchange of goods. In the G-D logic, the tangibility of goods and the actors’
rational decision-making are the central components of business and economics. By focusing on
value-in-exchange, a firm in the market has to maximise profit by becoming involved in production
and marketing improvements. Firms play the main role in economic activities and emphasise
internal management and development to sell more products to consumers in the market. Firms
are the proactive actors and prime drivers of all economic interactions and the main resource
integrators that instigate the emergence of value that is embedded in goods (Lusch and Vargo,
2014). The G-D logic has provided powerful support to industrialisation and established the world’s
present economic frameworks. However, the types of economic activities and exchanges are
becoming increasingly diverse. Exchanges involve not only products but also service offerings. The
use of the G-D logic to deal with the exchange behaviors in the market has thus encountered some
challenges. Firms have difficulties in searching for operative solutions to enhance the linkage
between them and their customers. Specialised functional improvements and marketing plans, like
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a price reduction, are beneficial for the development of a firm. In fact, many market activities have
shown that value is co-created by participating actors, including firms and consumers (e.g., the
interactions between the waiter and the customer in a restaurant and the interactions between the
instructor and the customer in a fitness centre). The argument that value is embedded in products
cannot fully capture the reality of business and economic evolutions since the actors’ motivations
for participating in the exchange and the real meaning of value are not emphasised. Thus, even if
the G-D logic can still be used as the basic theoretical foundation, it should be combined with

another perspective to make the business and economic theoretic framework more complete.

The perspectives of service and economic activity have been moving from the G-D logic to the
service-dominant (S-D) logic. Since Vargo and Lusch’s initial proposal of the concept in 2004, the S-
D logic (Vargo and Lusch, 2004), a new alternative lens for business and economic activity, has
drawn the attention of scholars in business research, and its subsequent development has been
radical (Vargo and Lusch, 2016). In their conceptualisation of the S-D logic, Vargo and Lusch (2004)
argue that customers are co-creators of service and should play the role of a participant and not
just a receiver and that service firms should be facilitators rather than providers. In the S-D logic
literature, the construct of value is understood as value-in-use (Vargo et al., 2008; Ranjan and Read,

2019; Tregua et al., 2021).

The service ecosystem with S-D logic enables us to emphasise the dynamic capabilities of the
actors and leads to a complete understanding of value co-creation (Vargo and Lusch, 2011; Vargo,
Wieland and Akaka, 2015; Wilden et al., 2017). S-D logic was proposed by Vargo and Lusch in 2004.
Following its extension and update, S-D logic now comprises 11 foundational premises (FPs), five of
which are highlighted for their consolidation as the five axioms (Vargo and Lusch, 2016). Distinct
from the traditional view of G-D logic, S-D logic provides an alternative view of value co-creation in
the service ecosystem (Vargo et al., 2008). In S-D logic, a service ecosystem is defined as “a relatively
self-contained, self-adjusting system of resource-integrating actors connected by shared
institutional arrangements and mutual value creation through service exchange” (Vargo and Lusch,
2016, pp.10-11). All actors in an ecosystem use resources to perform activities that lead to value
co-creation. The relationships are first dyadic and then triadic until all actors directly or indirectly
interact with one another (Banoun et al., 2016). Therefore, the relationships form a dynamic

ecosystem instead of a static network.
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2.2 Customer experience

As a definition, customer experience originates from a set of interactions between a customer
and related goods/systems/processes, a firm, or part of its organisation, which provoke a reaction
(Bitner et al., 1997; Gentile et al., 2007). It includes customer’s behavior responses and involvement
at different levels (rational, emotional, sensorial physical, and spiritual) that are personal and

continuous (Gentile et al., 2007; Chandler and Lusch, 2015).

There is growing agreement that providing an outstanding customer experience is essential to
successful service design (Stuart and Tax, 2004). When firms are developing new services, they
require an understanding of the customer outcome and customer process and need to plan out
what customer experience they wish to deliver (Bitner et al., 2008; Rayport and Jaworski, 2004;
Candi, 2007). Zehrer (2009) examined the relationship between customer experience and service
design and argued that the service operator requires collaborative attention to service design with
a view to creating memorable customer experiences. Further, some works of literature view
customer experience as the core of service design and even define service design as the design of

customer experiences (Stuart and Tax, 2004; Pine Il and Gilmore, 1998; Candi, 2007).

Customer experience is a dynamic process for value co-creation. As one kind of human
experience, customer experience is subject to continuous change over time (Pollio et al., 1997;
Helkkula et al., 2012). The change results from a series of exchanges between the customer and the
firms, other customers, and any other individual related, or even unrelated, to the target service
offerings. In the outside environment, the participants and the service context may be replaced or
updated in the ongoing process. On the other hand, the customer’s inside personal nature and
perception, such as knowledge, skill, judgment criteria, and emotion, are not constant either. These
inside and outside variations lead to the dynamics of customer experience occurring before, during,
and after each service encounter (Chandler and Lusch, 2015; Verhoef et al., 2009). During the
dynamic experience, customers and firms spend time on the exchange to gain valuable offerings
from each other and establish relationships for the next stages of the service process. Like piling up
the bricks, the dynamic customer experience strengthens the collaboration structure and
contributes to the formation of value co-creation as time goes on (Janeschek et al., 2013; Stucky et
al., 2011). When a customer shapes their experience in the journey, the experience properties

enable a transformation from resource integration to value co-creation (Storbacka et al., 2016).
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2.2.1 Customer experience in service design

Service design is critical in developing the functionality and form of a service offering (Mager,
2009). It helps structure the processes of generating service ideas; transforming these ideas into
service concepts and prototypes; testing, evaluating and presenting them to service users; and
collecting feedback (Bitner et al., 2008). Most commonly, service design is defined as a hands-on
activity that describes and details a service, service system, and service delivery process
(Gummesson, 1994; Lin and Cheng, 2015). A majority of studies agree that the user perspective is
central to service design. Mager (2007, pp.355), for instance, states that “service design addresses
the functionality and form of services from the perspective of clients and it aims to ensure that
service interfaces are useful, usable, and desirable from the client’s point of view and effective,
efficient, and distinctive from the supplier’s point of view.” This interpretation of the service design
is used in many service design frameworks to embed and implement various service design
procedures (Teixeira et al., 2017). In addition, numerous frameworks and methods have been
developed to structure, map, and extend service design. Sampson (2012), for instance, proposes
the process-chain-network (PCN) analysis that forms process networks for service operations and

facilitates process improvement by outlining options and principles.

The service design literature also emphasises the tracking and analysis of customer
experiences as an important practical task. For example, according to Gummesson (1990) it is
necessary to account for customer involvement in the production and delivery of services. In other
words, in service design, it is important to consider the experiences of customers as users of
services provided by firms. Customer experiences originate from a set of interactions between a
customer and related goods, systems or processes as well as a firm or part of its organisation, which
in turn, provoke a reaction (Gentile et al., 2007). This includes customers’ behavioral responses and
involvement at different levels (i.e. rational, emotional, sensorial, physical, and spiritual) that are

personal and continuous (Chandler and Lusch, 2015).

There is growing consensus that developing exceptional customer experiences is essential to
successful service design (Stuart and Tax, 2004; Keyser et al., 2020). When developing services firms
must understand customer outcomes and processes and plan the customer experience they wish
to deliver. Service operators must pay collaborative attention to service design to facilitate
memorable customer experiences (Zehrer, 2009). Customer experiences can be viewed as the core
of service design and even define service design as the design of customer experiences (Pine Il and

Gilmore, 1998).

Evaluating customer experiences is, therefore, key to service design, providing firms with a
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basis for service performance assessments. To improve the performance of service design, firms
deploy evaluation methods to understand customer experiences. The outcomes of service design
change prompt consistent development of evaluation methods (Klaus and Maklan, 2013). The latter
has evolved over time in line with firms’ learning experiences and changing viewpoints of customer
experiences. More specifically, the orientations of these evaluation methods have evolved from
being static to time-dependent; from service to experiential; from received to co-created

experiences, and from co-created experiences to value co-creation.

2.2.2 Customer experience and value co-creation

It is essential to understand service value when designing a successful service, and evaluating
customer experiences can help enhance this understanding (Grénroos, 2008; Yu and Sangiorgi,
2018). “Value is benefit, an increase in the well-being of a particular actor” (Lusch and Vargo, 2014;
pp.57). In the S-D logic literature, the construct of value is understood as value-in-use (Vargo et al.,
2008; Ranjan and Read, 2019). Following this argument, service value occurs when the service
offering is used by a given customer. Correspondingly, service value, as the “value-in-use”, is
perceived and determined by the customer. From the customer point of view, the value-in-use
occurrence represents a journey of personal experiences that may not be limited to previous and
present experiences of resource integration and interactions with other actors, and service
providers. This can also involve potential or future experiences constructed by imagination or
informed by indirect sources such as stories and feedback of other actors (Helkkula et al., 2012;
Meyer and Schwager, 2007). To emphasise that service value is temporal in nature and can be
derived from both lived and imaginary experiences, there is an emerging trend in the literature to

use the value in the experience term instead of the value-in-use (Helkkula et al., 2012).

At the core of both the value-in-use and value in the experience constructs the notion of value
co-creation. Value co-creation can be affected by the intensity of customer’s participation in the
collaboration with the service provider and other actors (Corsaro, 2019; Wang et al., 2019).
Customer participation can include both proactive behavior (Yi and Gong 2013) and ‘passive’
processes (e.g., exhibiting various emotions, and changing one’s mind and perceptions) that result
in a customer adopting a subjective perspective of every service. The value in the experience
construct, however, elevates the notion of value co-creation being contingent on the integration of
other actors and resources, which is context specific and iterative (Helkkula et al., 2012; Lusch and

Vargo, 2014).
The above argumentimplies that service value cannot be adequately captured by the customer
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evaluation frameworks based on measuring service quality (DeMoranville et al., 2008; Tang et al.,
2015; Medberg and Gronroos, 2020; Roy et al., 2019; Woratschek et al., 2020) or customer
satisfaction (Vega-Vazquez et al., 2013). Service value cannot be reduced to the quality of a service
offering, i.e. the quality of inputs based on the benchmarks or physical standards of service delivery
attributes (e.g., first-class versus economy-class). Similarly, service value cannot be reduced to
customer satisfaction determined by comparing customer expectations and actual experiences
following service delivery (Vega-Vazquez et al., 2013). Evaluating customer experience via capturing
value in the experience that is always co-created, temporal and contextually specific represents a
more meaningful way of estimating service value emerging from service design. However, the link
between customer experience and value co-creation remains very weak in the existing research
(Horbel et al., 2016; Zeeshan et al., 2019; Font et al., 2021), with no general or meta frameworks
being available to guide empirical evaluations, accommodate theoretical extensions and inform

practical applications.

2.3 Evaluations of customer experience and value co-creation

2.3.1Systematic literature review

The theoretical motivation and foundations of the paper are shaped by the key developments
in the literature related to the evaluation of customer experience and value co-creation, and their
implications for service design. These developments are validated via conducting a systematic

literature review and problematised as follows.

Our systematic literature review on customer experience evaluations and value co-creation
follows the Tranfield et al. (2003) method and included the following stages: (1) identifying
keywords and search strings, (2) searching bibliographic databases, (3) applying exclusion criteria
in sequence, (4) extracting data according to the selected categories, and (5) synthesizing and
streaming of the literature. These stages are further detailed in Table 1. In this study, the stages of
the systematic literature review were executed in May 2021. Article exclusion stages are depicted

in Figure 1. Publications by year are presented as a timeline in Figure 2.
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Table 1. Stages of the systematic literature review.

Stage

Description

Preliminary searches within key bibliographic databases were conducted to identify
key articles in the field. Two groupings of keywords related to evaluations of customer
experience and evaluations of value co-creation were derived from titles, abstracts,

and keywords.

The keywords were assembled into two search strings:

1. “customer experience” OR “value co-creation”

2. “evaluat*” OR “assess*” OR “measur*” OR “examin*”

The Boolean operator “AND” was used in between the two search strings. The protocol
for the use of these search strings was consistently applied within each database

searched.

The search strings were used to search the following bibliographic databases: Scopus
and EBSCO Business Source Complete. A total of 1,698 papers were identified from the

search.

The identified papers were assessed according to the first exclusion criterion; 44

articles in languages that differ from English were excluded.

The remaining papers were assessed according to the second exclusion criterion; 66

articles that are not journal articles were excluded.

The remaining papers were assessed according to the third exclusion criterion:
thematic relevance to the objective of the review based on the title. At this stage, 889
papers were excluded, leaving a new total of 159. The duplicate articles were also

excluded.

The relevance to the review objective criterion was then applied to the abstracts of
the remaining articles. In some cases where abstracts were not available, a small
portion of the full text was evaluated. At this stage, 95 papers were excluded, leaving

a new total of 64.

Data-extraction forms were used to compile relevant information about each paper.
Sixty-four papers were grouped in two categories: (1) evaluation of customer
experience (49 articles) and (2) evaluation of value co-creation (15 articles).

All 64 articles were read and reviewed in full.
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5 A timeline was constructed (Figure 2) to indicate contributions in each of the
categories. A thematic framework was developed (Figure 3) to illustrate the macro-
themes that emerged and their inter-relationships across the two groupings of the

evaluation literature streams.

Following the stages of the systematic literature review (Table 1), this research collected
relevant articles. Using keywords to search the databases, 1,698 articles were collected. After the
exclusion criteria, there were 64 relevant articles left. Among them, 49 articles are about the
evaluation of customer experience, and 15 articles are about the evaluation of value co-creation.
In the systematic review, previous research presents the significance of customer experience in

service design, including the dimensions, scale measurement, survey, and conceptualisations.

Preliminary search within
databases: 1,698

Exclusion criterion 1 (removal

of articles in languages that
differ from English):
44
Possible relevant articles:
1,654
Exclusion criterion 2 (removal
of anything not a journal
article):

606

Possible relevant articles:
1,048

Exclusion criterion 3
i< (irrelevance to research

objectives) based on title, and
duplicate removal

889
Possible relevant articles:
159
Exclusion criterion 3
(irrelevance research
objectives) based on abstract:
95
Relevant articles (used in the
review):
64

(including 49 in evaluation of
customer experience and 15 in
evaluation of value co-creation)

Figure 1. Article exclusion stages.
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Figure 2. Publications by year (1999-2021).

Note: The size of circles reflects the number of papers published.

The publication timeline (Figure 2) presents the evolution of the research on the evaluation of
customer experience and value co-creation. Since 2011, with other collaborating researchers, Klaus
proposed a series of research articles on the assessment and measurement of customer experience
(Maklan and Klaus, 2011; Klaus and Maklan, 2012; Klaus et al., 2013; Klaus and Maklan, 2013; De
Keyser et al., 2020; Klaus and Manthiou, 2020; Kuppelwieser and Klaus, 2021). In addition, in 2015,
Chahal and Dutta along with other collaborating researchers, proposed a series of research articles
related to measuring customer experience, especially for the dimensions (Chahal and Dutta, 2015a;

Chahal and Dutta, 2015b; Chahal et al., 2015).

As shown in the timeline (Figure 2.), compared with the evaluation of customer experience,
the research on value co-creation evaluation develops relatively late, and it comes from different
groups of authors. After Vargo developed the concept of value co-creation from the S-D logic in

2008 (Vargo et al., 2008), it was not until 2015 that more researchers began to present their findings
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on the evaluation of value co-creation.

Figure 3 is the thematic focus by evaluation literature stream. Literature streams on the
evaluation of customer experience and evaluation of value co-creation remain largely disconnected,
although there are some clear thematic links across them, as depicted by the solid lines. A number
of papers are concerned with service design and evaluation of either customer experience or value
co-creation, but none of those consider integration of customer experience and value co-creation

evaluations for the purposes of enhancing service design.

Literature Stream A: Literature Stream B:
Evaluations of Evaluations of
customer experience Value co-creation
49 (26) articles 15 (7) articles
Identification
& description Measurement
of dimensions of dimensions
12 (6) 4 (1)
i integrations with
Measurement i customer experience !
of dimensions " i 2z :
11 (5) S
AN
N
N
Customer experience quality & Y Measurement
management, customer journey ) f behavi
touchpoints & context N AEDEIRA0RS
18 (13) . 5(3)
N
N
AN » R
o N Managerial issues
Applications pil of value
8@ T~ co-creation
6 (3)

Clear connection
—————— Tentative connection

Notes:

Number in () indicates studies related to service design.

Figure 3. Thematic focus by evaluation literature stream.

In Figure 3, both the literature on evaluations of customer experience and value co-creation
contain the research related to service design. There are many studies on customer experience
quality and management, customer journey touchpoints, and context related to service design.
Fewer studies show the importance of value co-creation for service design, which may be

attributable to the lack of constructive bridges between customer experience and value co-creation

16



Chapter 2 Literature Review

such that the service design research only focuses on customer experience. This shows that a strong

conceptualisation framework to link customer experience and value co-creation is needed.

2.3.2 Evaluations of customer experience

The literature about evaluations of customer experience can be classified into categories,
including identification and description of dimensions, measurement of dimensions, customer
experience quality and management, customer journey touchpoints and context, the applications,

and evolution of customer experience evaluations. Table 2 lists the literature summary of

evaluations of customer experience. The research related to service design are noted.

Table 2. The literature summary of evaluations of customer experience.

Author (Year)

(Service Design: Related
to Service Design)

Title

Major Findings and Contributions

Identification and description of dimensions

Klaus, P., et al.
(2013)
(Service Design)

Are you providing the
"right" customer
experience? The case of
Banca Popolare di Bari.

The banks should establish strategies on the complete
customer experience throughout service stages by the
scale of multiple dimensions that can measure service
design outcomes.

Chauhan, V. and D.
Manhas (2014)
(Service Design)

Dimensional analysis of
customer experience in civil
aviation sector.

The customer experience in the civil aviation sector was
examined to explore the dimensions. The more
significant impact of experiential dimensions was
presented.

Chaha, H. and K.
Dutta (2015)

Understanding the
customer experience in
services: An exploratory
study.

Five dimensions were proposed for the industries of
retail, healthcare, banking and entertainment: sense,
feel, think, act, and relational modules.

Chahal, H., et al.
(2015)

Exploring the dimensions of
customer experience and its
impact on word-of-mouth:
A study of credit cards.

It proposed the five constructs for predicting customer
experience: process experience, confidence benefits,
social benefits, moments-of-truth, and brand
experience. It found a strong relationship between
customer experience and word of mouth.

Verleye, K. (2015)

The co-creation experience
from the customer
perspective: Its
measurement and
determinants.

It proposed three dimensions of co-creation
experience: customer role readiness, technologisation,
and connectivity.

Gilboa, S., et al.
(2016)

Capturing the multiple
facets of mall experience:
Developing and validating a
scale.

For shopping malls, it proposed five dimensions of
customer experience: hedonic shopping motivations,
activities, excitement, and emotional and cognitive
reactions. It also presented a scale development and
validation.

Bustamante, J. C.
and N. Rubio
(2017)

Measuring customer
experience in physical retail

environments.

For retailing, it presented a scale with a reflective
second-order dimension, social experience, and three

reflective first-order dimensions including cognitive,
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Author (Year)

(Service Design: Related
to Service Design)

Title

Major Findings and Contributions

(Service Design)

affective, and physical experience.

KyguolienE, A. and
N. MakutENas
(2017)

(Service Design)

Measuring Gen-Y Customer
Experience in the Banking
Sector.

For service design of commercial banks in Lithuania, it
provided a measurement scale with dimensions.

Tung, V. W. S. and
N. Au (2018)
(Service Design)

Exploring customer
experiences with robotics in
hospitality.

It presented the co-creations between users and robots
in hospitality with improvement suggestions for
enhancing customer experience.

Alnawas, |. and J.
Hemsley-Brown
(2019)

Examining the key
dimensions of customer
experience quality in the
hotel industry.

For the hotel industry, it provided a high-order
construct of seven first-order factors and proposed a
measurement instrument for customer experience
quality including customer satisfaction, perceived value,
and brand loyalty.

Gongalves, L., et al.
(2020)

(Service Design)

Understanding the
customer experience with
smart services.

It proposed a multidimensional set for smart services
comprising specific smart service dimensions,
relationship dimensions, and traditional technology-
enabled service dimensions.

Kumar, P. (2020)

Measuring the Emotional
Dimensions of Retail
Banking Experience in Non-
Metro Cities.

For bank services, it examined the emotional
dimensions: customer orientation, product
management, employee empowerment, customer
delight, physical facilities, and Internet banking.

Measurement of dimensions

Uennifer, R. and J.
Rowley (1999)
(Service Design)

Measuring total customer
experience in museums.

For improving service, it used audits to evaluate the
customer experience in museums.

Klaus, P. P. and S.
Maklan (2012)
(Service Design)

EXQ: a multiple-item scale
for assessing service
experience.

It provided a measurement scale of 19 items in four
dimensions of the customer experience quality scale to
help managers’ service design and improvement.

Bagdare, S. and R.
Uain (2013)

Measuring retail customer
experience.

It provided a psychometrically valid measurement scale
with four dimensions: leisure, joy, distinctive and mood.

Choe, Y., et al.
(2014)

Understanding the
exhibition attendees’
evaluation of Their
experiences: A comparison
between high versus low
mindful visitors.

On-site and post- evaluation of experience are
different. The exhibition-related characteristics of
segmented groups are also different.

Lee, C. H., et al.
(2015)

(Service Design)

Evaluating presence for
customer experience in a
virtual environment: Using
a nuclear power plant as an
example.

Using a nuclear power plant as an example, it used a 3D
virtual environment and multiscale entropy of
complexity to evaluate and analyse customer
experiences.

Bagdare, S. and S.
Roy (2016)

VISUALSCAPE: A scale to

measure visual experience

The presented measurement scale contained 19 items

with dimensions to find the key points affecting overall
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Author (Year)
(Service Design: Related
to Service Design)

Title

Major Findings and Contributions

in retailing.

customer experience in stores.

Kumar, A. and B.
Anjaly (2017)

How to measure post-
purchase customer
experience in online
retailing? A scale
development study.

It proposed a scale with multi-dimensions, delivery,
product-in-hand, return and exchange, customer
support, benefits, and feel-good factors. Post-purchase
activities influence repeat purchase intensions.

'Wan, X., et al.
(2017)

Perceived value of online
customization experience in
China: Concept,
measurement, and
consequences.

It proposed a measurement scale for a perceived value
of online customisation experiences in China.

Trischler, J., et al.
(2018)
(Service Design)

A designerly way of
analyzing the customer
experience.

It provided service design insights for enhancing the
design methods and supporting the analysis into
customer’s value constellations.

Sidaoui, K., et al.
(2020)

(Service Design)

Al feel you: customer
experience assessment via
chatbot interviews.

It demonstrated the satisfaction analysis that can
extract customer experience and provided an approach
based on artificial intelligence chatbot to help service
providers in a scalable manner.

Customer experience quality and management, customer journey touchpoints, and context

Frow, P. and A.
Payne (2007)

Towards the ‘perfect’
customer experience.

By case studies it argued that service quality and
customer satisfaction declines when there is a gap
between received service and customer’s expectations.

Garg, R., et al.
(2010)
(Service Design)

Evaluating a model for
analyzing methods used for
measuring customer
experience.

The proposed measurement techniques were assessed
on a model framework for enhancing service design.

Palmer, A. (2010)

(Service Design)

Customer experience
management: A critical
review of an emerging idea.

It argued that inter-functional integration becomes an
even greater challenge for managing customer
experience.

Lemke, F., et al.
(2011)

(Service Design)

Customer experience
quality: an exploration in
business and consumer
contexts using repertory
grid technique.

By interviews in B2B and B2C, it proposed a model to
enhance customer experience quality and identify the
value-in-use.

Maklan, S. and P.
Klaus (2011)

Customer experience.

It reviewed the evolution of customer experience and
point out the key insights for further conceptualisations
and model-making in this domain.

Robert, J. and K.
Xiangyu (2011)
(Service Design)

The customer experience: A
road-map for improvement.

It proposed a ten-stage roadmap for customer
experience improvement in the service in four
organisations and across a mix of sectors.

Akaka, M. A., et al.
(2015)

The context of experience.

It utilised social and cultural aspects and applied a
service ecosystem to propose a framework for

evaluating experience and value co-creation.
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Author (Year)

(Service Design: Related
to Service Design)

Title

Major Findings and Contributions

Ponsignon, F., et al.
(2015)

(Service Design)

Healthcare experience
quality: an empirical
exploration using content
analysis techniques.

For cancer patients and their caregivers, it evaluated
healthcare experience quality in healthcare and
presented the relationship between experience quality
and satisfaction and loyalty behaviours. The proposed
framework is based on the categorisation of direct,
indirect and independent interactions.

Bhandari, S. (2016)
(Service Design)

Understanding the models
of customer experience.

It provided an insight into the measurement and
management of customer experience quality.

Lemon, K. N. and P.
C. Verhoef (2016)
(Service Design)

Understanding customer
experience throughout the
customer journey.

For enhancing service design, it provided a historical
perspective of the roots of customer experience and
combined customer experience, customer journeys,
and customer experience management.

Alexiou, M. V.
(2018)
(Service Design)

Modeling guided tour
participants’ experiences.

It presented a model illustrating the intertwining, multi-
dimensional facets for designing an optimal co-created
tour experience.

Gorgoglione, M.
and U. Panniello
(2018)

(Service Design)

Beyond customer
experience models:
identifying idiosyncratic
perceptions.

The assessment of a sample of bank managers
presented the personal patterns for the key insights
hidden in service design model.

Poh Wai, C,, et al.
(2018)

A review of customer
experience quality
measurement in Malaysian
heritage hotels.

It presented a review and survey questionnaire for
heritage hotel sectors in Malaysia.

Bueno, E. V., et al.
(2019)
(Service Design)

Measuring customer
experience in service: A
systematic review.

It reviewed the literature systematically and proposed a
new dimension of pre-experience in service.

McColl-Kennedy, J.
R., et al. (2019)

Gaining customer
experience insights that
matter.

It developed a conceptual framework and
demonstrated a longitudinal analysis combining
quantitative and qualitative measures.

De Keyser, A., et al.
(2020)

(Service Design)

Moving the customer
experience field forward:
introducing the
touchpoints, context,
qualities (TCQ)
nomenclature.

The basic components of customer experience were
divided into three categories: touchpoints, context, and
qualities. Three categories were utilised to review the
related literature for enhancing service design and
innovation.

Klaus, P. P. and A.
Manthiou (2020)

(Service Design)

Applying the EEE customer
mindset in luxury:
reevaluating customer
experience research and
practice during and after
corona.

For luxury industries, it review the related literature of
customer mindset, including emotions, employment,
and expectations (EEE), for the further research of
customer experience.

Wilson-Nash, C., et
al. (2020)
(Service Design)

Introducing the socialbot: a
novel touchpoint along the
young adult customer

journey.

It presented the trend of the socialbot as a new
touchpoint, especially for the young adult customer
journey.
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Author (Year)

(Service Design: Related
to Service Design)

Title

Major Findings and Contributions

Applications

Raajpoot, N. A. and
A. Sharma (2006)

Perceptions of
incompatibility in customer-
to-customer interactions:
Examining individual level
differences.

It found that mood, expectations, and perceived control
over outcomes influence the perception of
incompatibility.

Hair, N., et al.
(2009)

Using qualitative repertory
grid techniques to explore
perceptions of business-to-
business online customer
experience.

It explored perceptions of business-to-business online
customer experience.

Klaus, P. P. and S.
Maklan (2013)

Towards a better measure
of customer experience.

It presented the customer experience quality (EXQ)
scale that is extended in other research and is widely
utilized.

Miao, L., et al.
(2014)

The hedonic value of
hospitality consumption:
Evidence from spring break
experiences.

The hedonic value of hospitality consumption is
dynamic. The remembered hedonic value is higher than
the experienced hedonic value at the time point of
post-service, then declines over time.

Arineli, A. and H. L.
M. d. M. Quintella
(2015)

(Service Design)

CEM: Increasing
productivity through the
management and
monitoring of experiences
provided to customers.

For customer experiences on fashion retail stores in
Brazil, it applied a questionnaire to identify the
variables making up the experience.

Chahal, H. and K.
Dutta (2015)
(Service Design)

Measurement and impact
of customer experience in
banking sector.

Customers emphasise the cognitive, affective, and
behavioural factors for their creating customer
experience.

Mbama, C. |. and P.
O. Ezepue (2018)

Digital banking, customer
experience and bank
financial performance.

For digital banking in the UK, service quality, functional
quality, perceived value (PV), employee-customer
engagement, perceived usability, and perceived risk
influence customer experience significantly.

Singh, R. and M.
Soderlund (2020)

Extending the experience
construct: an examination
of online grocery shopping.

Qualitative insights are most important for customer
service in online grocery shopping.

1. Identification and description of dimensions

The multi-dimensionality of customer experience has been generally recognised in the service

research domain. There is literature about the identification and description of dimensions for

evaluations of customer experience. Chaha and Dutta (2015) presented research that aimed to

understand the customer experience framework from five dimensions (sensory, feel, think, act, and
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relational modules). They evaluated its relationship with customer satisfaction, loyalty, and brand
equity. They applied qualitative and quantitative research methods. The proposed five dimensions
concentrate on creating positive customer responses. This study is a pilot study for the
development of customer experience dimensions in specific service sectors. Chahal et al. (2015)
also proposed related research outcomes that examined the dimensions of customer experience in
the credit card industry. They review the impact of customer experience on their word-of-mouth
communication. The research results show that process experience, confidence benefits, social
benefits, moments of truth, and brand experience significantly predict customer experience.
Verleye (2015) proposed the conceptual framework to the determinants of the customer
experience, and it is personal and environmental in co-creation based on a multidimensional co-
creation experience scale. The positive impact on different co-creation experience dimensions was
presented by a higher level of customer role preparation, technology, and connectivity. Verleye
(2015) argued that customer role preparation, technicalisation, and connectivity to the co-creation
experience were determined by the expected co-creation benefits. Verleye’s study helps us
understand the dimensions of co-creation experience and their relative importance to customers.
Gilboa et al. (2016) presented research on shopping mall’s customer experience in multiple
dimensions, including activities, hedonic shopping motivations, excitement, and cognitive and
emotional reactions. The study made the development and verification of measurement scales for
the mall experience in a four-stage process. This work contributed to the theory of understanding,
conceptualizing, and measuring customer experience in retailing sectors. In addition, their

proposed scale can be utilised to plan marketing activities to attract different customer groups.

Some research identified the dimensions based on customer experience quality. Alnawas and
Hemsley-Brown (2019) connected the main points of customer experience quality to identify the
key dimensions of customer experience quality in the hotel industry. They proposed an effective
and reliable measurement tool in which customer experience quality is the measuring instrument,
which is composed of 33 items. The proposed measurement tool has a significant impact on
customer satisfaction, perceived value, and brand loyalty. Kumar (2020) also presented the
research results about the customer’s experience and evaluation of banking services. His research
examined the emotional dimensions to understand the retail banking experience. By using the
factor analysis technique, the emotional dimensions were identified as employee empowerment,
customer orientation, physical facilities, customer satisfaction, product management, and online
banking. By analysing the conceptualisation and management of the retail banking experience’s
emotional dimensions, Kumar’s study contributed to the multi-dimensionality of the customer

experience.
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Among the literature about the identification and description of dimensions for evaluations of
customer experience, there is some research related to service design. Take bank sectors, for
example, Klaus et al. (2013), who modeled the customer experience as a “continuum” in which
customer experience quality structure and scale were used to identify the impact on bank
marketing performance. The scale to measure retail banks’ customer experience quality (EXQ) was
developed based on experience. The means-end-chain method is applied to the collections and
explorations of customer experience perceptions. The perceptions were divided into pre-purchase,
during purchase, and post-purchase. Their statistical model tests the three hypotheses. It presented
that customers’ perception of brands, service providers, and after-sales experience has a
significantly positive impact on their customer experience quality. The overall impact of customer
experience quality on marketing results is more significant than the individual dimension of
customer experience quality. Banks should move their strategy from a single encounter and tailor
marketing and targeted service processes to customer experience. The different organisational
interactions are necessary to identify the customer experience strategy. The investment of the
customer experience continuum is of worth. In addition, KyguolienE and MakutENas (2017)
analysed the dimensional customer experience and proposed an evaluation model, especially for

commercial banks.

There is also the literature about the identification and description of dimensions for
evaluations of customer experience for other the customer experience in other service industries.
Chauhan and Manhas (2014) also argued in favor of the importance of creating an excellent
customer experience in the airline service sector. They examined the characteristics of customer
experience. The factor analysis and hierarchical regression model showed that customer
experience is a multidimensional structure, which further showed that the experiential dimension
significantly impacts the overall customer experience. Different airlines have dramatic differences
in customer experience. Gongalves et al. (2020) utilised a qualitative method to evaluate the
customer experience in energy service. By the semi-structured interviews and focus groups, they
argued that the customer’s experience involves a set of multidimensional perceived responses.
There are specific smart service dimensions, relationship dimensions, and traditional technical
support service dimensions. Given that smart technology is changing the service environment, their
study identified the characteristics of intelligent services and discussed the implications for
management and service research. Bustamante and Rubio (2017) proposed a scale for measuring
in-store customer experience. They argued that the formation of the scale has satisfactory
psychological measurement characteristics. The proposed scale constructed an applicable multi-

concept diagnostic tool for retailers. It helped service providers create an experiential environment
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for differentiated value for customers’ shopping. It also provided a structured way to review the
causes and consequences of customer experience in retailing sectors. Tung and Au (2018) explored
customer reviews using robotics based on five dimensions of human-computer interaction research:
people-oriented perception, embodying, emotion, security, and shared experience. They reviewed
the five dimensions of customer experience evaluation at four hotels. They discovered the impact
of robot embodiment and individual perceptions on consumer experience. The research brought
benefits to hotel and tourism management by presenting the current practice of robotics for the
advanced improvement of the consumer experience. The research provided the theoretical and
management implications for the customer experience evaluations in hotel and tourism research

and practice.

The literature mentioned above contributed to the applicability of multidimensional customer
experience evaluation on practical service design work. Most previous studies argued that there is
no general dimension combination that is suitable for all kind of service sectors. Depending on the
characteristics of the types of service, the identification of the dimensions should provide more

support to service providers for understanding the customer experience.

2. Measurement of dimensions

There is literature about the measurement of dimensions. Bagdare and Jain (2013) developed
a measurement model of the retail customer experience. They conceptualised the retail customer
experience into a multidimensional structure in four dimensions: leisure, joy, uniqueness, and
emotion. The proposed scale can be used to guide the retail strategies according to the
measurement outcomes of retail customer’s experience response. Their research provided insight
into buyer-centric retail customer experiences for future research. Choe et al. (2014) explored the
evaluation of exhibitors’ experience in the exhibition industry. Their study showed that there are
significant differences in the level of mindfulness between the on-site and post-assessment
experienced by participants in the exhibition. The demographic and exhibition-related
characteristics are also statistically different among the groups of different mindfulness levels.
Bagdare and Roy (2016) built a scale, VISUALSCAPE, that can measure the visual experience of
retailing. The proposed scale is composed of five factors and 19 items, which contain dimensions
related to store design, signage, display, lighting, and transactions. The study discovered that the
visual experience affects the overall customer experience in the store. Their proposed scales
contributed to further research about store atmospherics by the evaluations of visual experience.
Kumar and Anjaly (2017) identified the customer experience by referring to the activities after
purchase. They presented a scale development applying the scientific method. The results showed
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that the proposed scale is multiple with six dimensions: delivery, hand products, returns and
exchange, customer support, benefits, and feel-good factors. They also argued that post-purchase
activities have a correlation with customers and their intention to more purchases. For evaluating
online custom experiences, Wan et al. (2017) examined the concept, measurement, and
consequences of perceived value to online customer experiences. Their study presented the
multidimensional concept containing perceived process values and result values. The study was
beneficial for theoretical and practical implications for managing customers’ online customisation
experience. Kuppelwieser and Klaus (2021) argued that the original customer experience quality
scales of Klaus and Maklan (2012) need to be reconsidered. They found that the scale contains
multiple dimensions instead of a single dimension. They explored the nature of the relationships
between these dimensions and replicated previous findings for forming a new customer experience

quality scale in different research environments.

Among the literature about the measurement of dimensions, there is some research related
to service design. Jennifer and Rowley (1999) explored all aspects of the museum’s overall customer
experience. They monitored the overall customer experience using walk-through auditing,
including a typical customer profile, an audit framework, an audit framework, the data in the
framework, identifying the changes to the strategic plan, and the framework modification to reflect
changes. Their explorations enabled the evaluation of the overall customer experience, especially
the inclusion of the different service exchanges necessary to combine as an integrated customer
experience. Klaus and Maklan (2012) conceptualised and established the multi-project scale used
to measure the customer service experience. They generated initial projects through qualitative
studies and made the preliminary purification of these findings through exploratory factor analysis.
They also completed the validation analysis and structural equation modelling. They proposed a
total of 19 items in the four dimensions of the scale of customer service experience. Reflecting
service experience awareness, the dimensions were identified: real moments, product experience,
result focus, and inner peace. They argued that the service experience significantly impacts
customer conceptions, including satisfaction, loyalty, and word-of-mouth intent. Their proposed
scale demonstrated good psychometric characteristics that can provide practitioners with a service

experience dimension that influences buying behavior.

Some research focused on the on-the-spot experience, including physical and virtual ones. Lee
etal. (2015) induced ‘presence’ by reviewing whether virtual interactions could impress customers
visually. They also studied how to provide a better sense of presence in virtual interactions. A virtual
customer experience model is constructed by the nuclear power plant control room. Interactively
receiving information in the proposed model showed the importance of presence during the
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experience. For physiological measurements, Lee et al. (2015) analysed the customer’s heart rate.
The results showed that the active model was more significant than the passive model with better
adaptability. Trischler et al. (2018) assessed the usability of different design approaches for the
customer experience. Applying three design methods, their assessment is from a contextual and
system perspective. Their proposed insights help connect the customer experience for the firm's
service offerings. Customer engagement in service mapping activities allows access to experience
dimensions. To understand the context and system nature of the customer experience, Trischler et
al. (2018) argued that managers should utilise interpretative methods and actively invite some
specific customers as “experience experts.” Their research outcomes supported an analysis of the
customer’s lifeworld and the complexity of the value constellations. Sidaoui et al. (2020) argued
that artificial intelligence technologies can help find a cost-effective and comprehensive
understanding of customer experience. By investigating the effectiveness of sentiment analysis,
they extracted valuable customer experience insights. They combined free text with closed
guestions to compare the extracted sentiment polarities with the developed measurement scales.
The establishment and validation demonstrated that sentiment analysis can effectively extract
customer feelings according to the data from the primary chatbot. Sidaoui et al. (2020) also
suggested that accuracy can be further improved by changing the interaction between chatbot
interviewers and sentiment analysis extraction algorithms. The proposed customer-centric
approach focused on perception and deserves further study of the value of artificial intelligence in

studying other components of customer experience.

3. Customer experience quality and management, customer journey touchpoints, and

context

There is literature about customer experience quality and management, customer journey
touchpoints, and context. Frow and Payne (2007) explored the feasible way to achieve a good
customer experience at an affordable cost. Maklan and Klaus (2011) argued that the measurement
of customer experience is based on more appropriate criteria for marketing. Market researchers
play an active role in customer experience measurement and conceptualizing a firm’s service
offerings. Akaka et al. (2015) explored how value and experience can be evaluated in the social and
cultural aspects of service exchange. They combined consumer culture theory and service-
dominant logic to build the service-ecosystem view for assessing value and experience. Their
proposed framework provided the direction for evaluations of customer experience and value co-
creation. They argued that both conceptualisation and empirical research are needed to extend the

understanding of dynamic social and cultural contexts. This research moved the traditional views
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of markets limitations to customer-centric practices that can extend the perspectives of the service
ecosystem containing multiple actors and various views on value. Choo et al. (2018) proposed a
customer experience quality survey questionnaire for the hotels in Malaysia. Their proposed
guestionnaire divides the overall customer experience quality into several parts, including product
experience, outcome focus, moments of truth, and peace of mind. The measurement metric can
help hoteliers improve the customer experience quality for both domestic and foreign tourists by

assessing and predict the tourists’ behavior changes.

McColl-Kennedy et al. (2019) proposed a conceptual framework for customer experience and
value creation (Figure 4). The framework illustrated customer touchpoints and the elements of
value creation in service, including resources, activities, context, interactions, and customer role. In
activities, discrete customer emotions were reviewed. In the interactions between customers and
other people, customer’s cognitive responses were observed and evaluated. The proposed
framework demonstrated the applicability of time-dependent customer experience analysis
combining quantitative and qualitative evaluations. This study also pointed out the key insights for

the customer journey that a service provider needs to manage.

Value Creation Elements (Mccoll-kennedy et al. 2012)

Touchpoints
Definition: An episode of
direct or indirect contact
with a firm (Lemon and

Verhoef 2016 ))

Discrete Emotions
(Definition: Affective response — how
customers feel during customer
experiences (Shaver et al. 1987;
Verhoef et al. 2009))

Our Data:
Joy, love, surprise, anger, sadness,
and fear

Cognitive Responses
(Definition: Customer evaluations of
what the firm did, did not do, or
could do better or differently (De
Keyser et al. 2015; Verhoef et al.
2009))

N oo bW N

Our Data:
Complaints, compliments,
suggestions

Figure 4 The proposed conceptual framework for customer experience and value creation by

McColl-Kennedy et al. (2019)
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The literature about customer experience quality and management, customer journey
touchpoints, and context includes research related to service design. Garg et al. (2010) analysed
the methods to measure customer experience. They identified three applicable technologies and
collected their and advantages. The proposed framework can evaluate the three techniques for
their applicability to the industry. Palmer (2010) evaluated the conceptual validity of customer
experience by developing an integrated model for interpersonal relationships, service quality, and
branding. Palmer (2010) argued that the research related to customer experience was fragmented
and had difficulty capturing the entire picture for service management. To escape the limitations,
Palmer (2010) suggested that multi-dimensionality and case-specification enable qualitative
measurement. As more and more emphasis is placed on the link between customer experience
management and customer relationship management, the firm, as a service provider, had the
challenge of integrating the inter-function of customer experience. Palmer (2010) argued that more
conceptualisation and modelling were necessary to build for service sectors. Lemke et al. (2011)
developed a conceptual model for the quality of customer experience and customer relationship.
They argued that the quality of customer experience was determined by their contribution to value-
in-use, which is suggested to be the bridge between experience quality and relationship outcomes.
When evaluating the quality of experience, understanding and delivering value-in-use in B2B
environments were greater than in B2C environments. Robert and Xiangyu (2011) investigated how
the design improved customer experiences. They conducted a longitudinal study over a period of
four years, collecting data by means of observation, interview, and secondary data. According to
the investigation outcomes, they proposed a ten-stage model to improve the existing models. The
proposed model identified the importance of mindset evolution in the design and improvement of
customer experience. As a roadmap for the service providers, their proposed model can be an
applicable tool for service design and improvement. When the clear objectives are determined, the
firm can utilise the proposed model to evaluate the performance of customer experience
improvement. Ponsignon et al. (2015) explored the healthcare experience that cancer patients
perceive. They evaluated the experience and validated an experienced quality classification model.
According to the cancer patient stories, they applied the critical incident method to capture the
patients’ data. They identified 22 main categories and 51 sub-categories to make the classification.
They found that experience quality is related to patient satisfaction and loyalty behaviors. In
addition, the dimensions for health service quality models were extended in this study. Bhandari
(2016) reviewed the existing models of customer experience to propose the measurement model.

Bhandari also argued that customer experience includes hedonic, emotional, and sensory
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aspirations in addition to rational thinking.

Lemon and Verhoef (2016) gained a deeper understanding of the customer experience and the
customer journey. They developed a process model based on a historical literature review of the
research related to customer experience and the customer journey (Figure 5). In their proposed
model, customer experience contains the three stages: pre-purchase, purchase, and post-purchase
stages. It is also related to the customer’s previous experience and future experience. They argued
that customer experience and customer journey should be combined for service design and

management.

Current Customer Experience (t)
Feedback

—_— Future Experience
Previous Experience (t+n)
(t=n)

Purchase
Touch Points

Postpurchase
Touch Points

Prepurchase
Touch Points

Brand owned Brand owned Brand owned

Partner owned Partner owned Partner owned
Customer

owned

Customer
owned

Customer
owned

Social/
external

Social/
external

Social/
external

abejg eseyoindaid
abe)s aseyaindaid
abels aseyaind
abe}s aseyaindisod
abe)g aseyoindaid
abejg aseyoind
abe)g aseyoindisod

Behaviors:
consumption, usage,
engagement, service
requests

Behaviors:
need recognition,
consideration,
search

Behaviors:
choice, ordering,
payment

: 2
Y
Ny

Figure 5 Process Model for Customer Journey and Experience (Lemon and Verhoef, 2016)

Alexiou (2018) explored the relationship between the experience economy and co-creation
concepts on guided tours by analysing the process of the on-site (co-)creation of the experience.
The literature review of this study focused on a cultural heritage context and was utilised to collect
empirical data through qualitative interviews in a case study. The proposed model enabled the
illustration of the intertwining, multidimensional facets of customer experience. Gorgoglione and
Panniello (2018) conducted a deeper analysis to identify the special and critical perception of
customer experience. They utilised segmentation analysis and identification of profiles, and also
identified customer base and their perception experience. Identifying personal factors, this study

helped firm’s managers gain valuable insights about customer experience. Bueno et al. (2019)
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conducted a systematic review about the customer experience measurement in the marketing field.
They clarified the previous concepts in the service customer experience literature review, classified
the variables, scales, and constructs for the service experience. Demonstrating the feasibility of
service experience as the preponderant measurement in service, their study presented a dimension,
the concept of “pre-experience.” De Keyser et al. (2020) developed a formal nomenclature to make
an advance in customer experience research. Using a literature review, they identified 12 basic
customer experience components and classified them into three parts TCQ: the touchpoint, the
context, and the quality. They proposed suggestions for enhancing TCQ in service design in
customer experience management practices. Klaus and Manthiou (2020) examined the need to re-
evaluate service research structures, models, and frameworks for customer experience. In this
study, customer mindsets were analysed from three perspectives: emotions, employment, and
expectations. By the investigations, they proposed arguments about the evolutions of customer
experience in the luxury industry. Besides, Corona’s effects were also reviewed and analysed in this
study. Wilson-Nash et al. (2020) evaluated the customer’s response to relationship management
on social media channels. Through in-depth interviews and social robots, they developed a
customer journey map. They argued that young customers accept positively the rapid solutions
offered by social networks such as Facebook or Instagram. As the key target market of customer
service robots, young customers have valuable information for service providers by their automatic
touchpoints in a customer journey. Wilson-Nash et al. (2020) proposed the key qualitative insights

for further related research.

4. Applications

There is literature about the applications of customer experience evaluation. Raajpoot and
Sharma (2006) used partial factor design to manipulate six factors and found that the three most
important factors influencing incompatible perception are emotions, expectations, and perceived
control of results. They argued that perceived control and prior expectation of incompatibility are
important. Possible corresponding solutions can be indicated by service co-creation and realistic
advertising messages and mood manipulation. This study examined non-demographic individual-
level factors that impact the customer perception of incompatibility. Hair et al. (2009) utilised
gualitative methods to analyse managers’ perceptions of online business-to-business customer

experience.

Customer satisfaction or its derivative, the Net Promoter Score, are the methods most used by
firms to evaluate customer experience (Klaus and Maklan, 2013). Klaus and Maklan (2013) argued
that with a conceptual gap, these measures are unable to capture the whole picture of the customer
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experience. They compared the Customer Experience Quality scale’s predictive performance with
customer satisfaction and found that the Customer Experience Quality has better performance on

understanding and evaluating loyalty and recommendations than customer satisfaction.

Miao et al. (2014) examined the hedonic dimension of hotel customer experience. To capture
the complete customer journey, they evaluated customer experience in the pre-consumption,
consumption, and post-consumption stages. They found that the predicted hedonistic value is
related to time, and the highest and lowest values are located at numerous different points of time
over the experience. They also found that though the remembered hedonic value declined over
time, at the initial milestone, it is still higher than the experienced hedonic value immediately after
consumption. Mbama and Ezepue (2018) examined the relationship between the digital banking
customer experience and customer perception, satisfaction, loyalty, and financial performance.
Using a survey of UK bank customers, they found that service quality, functional quality, perceived
value, employee-customer engagement, perceived availability, and perceived risk are the key
factors to determine customer experience. This study used both Net Promoter Score and financial
ratios as the variables to analyse the 14 factors. They argued that because banks often adopt the
standards in bank financial management, so the significant relationships between customer
experience, satisfaction, and loyalty are important and applicable for global bank management.
Singh and Séderlund (2020) assessed the factors that affect the customer experience of online
grocery shopping. They utilised the word count method to capture qualitative aspects and review
the customers’ responses to satisfying service of online grocery shopping. According to the research
results, they suggested that the shopping service providers should emphasise the creation of a
satisfying customer experience by responding carefully to consumer concerns and enhancing

brand-related experiences.

Among the literature about the applications of customer experience evaluation, there is some
research related to service design. Arineli and Quintella (2015) examined the offering of superior
customer experiences in fashion retail stores. Using a questionnaire and some statistical techniques,
they identified and analysed the relationship between productivity and customer experience
management. Chahal and Dutta (2015) measured customer experience to explore its impact on
satisfaction, brand equity, and word-of-mouth by both qualitative and quantitative methods.
According to the research results, they presented the robust relationship of customer experience
with satisfaction, brand equity, and word-of-mouth. They argued that the impact of customers’
favorable and unfavorable service experiences is a key point for customer’s value perceptions,
switching propensity, and behavior after service, and it is necessary to conduct further research on
service design.
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Evaluation of customer experience has been widely applied in practical service design and
improvement work. The previous literature found that customer experience is the most important

reference for service providers given that service is a customer-centric process.

5. Evolution of customer experience evaluations

® From static to time-dependent evaluations:

Customer experience evaluations originated in studies measuring customer satisfaction.
Customer satisfaction approaches are based on estimating the distance between customer
expectations from a service and actual customer experience (Bilisik et al., 2013; Huang and
Dubinsky, 2014). Customer satisfaction is measured at a certain point in time (generally, after
customers have completed their service experience). This approach represents a static measure of
customer experiences. While the static measurement of customer satisfaction can provide key
inputs for service design, it fails to capture the journey of a customer’s experience (Klaus and
Maklan, 2013), which is critical in successful service design. This is also associated with issues such
as biases and the fragmentation of recall, which may distort the overall understanding of customer

experiences (La and Choi, 2012).

A few studies have addressed the limitations of the static view by introducing a time-
dependent (or evolutionary) perspective (Voss et al., 2008; Fglstad and Kvale, 2018). Researchers
have developed customer journey conceptualisations to provide structured service design
principles and flowcharts to capture the interactions of a firm and a customer at all stages of the
customer experience (Lemon and Verhoef, 2016; Varnali, 2019). These conceptualisations are
substantially influenced by the prior literature on service blueprinting (Shostack 1982; Shostack
1984; Gummesson, 1994; George and Gibson, 1991; Chang and Horng, 2010). Based on such
conceptualisations, some studies have proposed the service design methods that focus on the steps

that customers undertake when experiencing a service (Patricio et al., 2011; Sampson, 2012).

From the time-dependent perspective, customer experience is a process shaped by a series of
exchanges between a customer and a firm, other customers, or any individual who may or may not
be related to the offerings of a target service (Helkkula et al., 2012). Furthermore, customer
experiences can be affected by an external environment in which players and the context of service
often fluctuate. It can also be affected by customers’ personal characteristics, experiences,
perceptions (e.g., knowledge, skills, and judgments), and emotions, all of which are subject to

change. These variations in the external environment as well as in customers’ characteristics and
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interactions shape customer experiences before, during, and after each service encounter (Verhoef

et al., 2009; Chandler and Lusch, 2015).

While the time-dependent perspective presents a more robust interpretation of customer
experiences, the static perspective dominates the evaluation of customer experiences (Lemon and
Verhoef, 2016). The literature lacks evaluation frameworks that are based on the time-dependent
perspective and account for the service process and service encounters in their entirety (Klaus and
Maklan, 2013), with such frameworks being necessary for the comprehensive utilisation of

customer experiences in service design.

® From service provider- to customer-centric evaluations:

The focus on service design evaluations has shifted from service providers to customer and
customer experiences. Initially, service design emphasised the performance of service providers
and their offerings. Shostack (1982, 1984), for example, proposes a blueprint framework that
focuses on the structuralisation of service flows and capturing customer experiences from a service
designer viewpoint. Parasuraman et al. (1985; 1988) pioneer service quality models by introducing
a customer expectations variable into their service evaluation. Nevertheless, this model and its
extensions (Parasuraman et al., 1988; Coulthard, 2004; DeMoranville et al., 2008) evaluate service
quality in the context of service processes defined by a service provider. In addition, service quality
evaluations using this model have been criticised for assuming that high-quality service encounters
always lead to high-quality customer experiences (Chang and Horng, 2010; Klaus and Maklan, 2013).
In an attempt to address this critique, service design studies have evolved with a focus on customer
experiences (Lemke et al., 2011; Trischler et al., 2018). In other words, service performance is
defined by the customer’s judgment rather than the objective quality of a given service offering.

Thus, there is a need to directly evaluate customer experiences.

In addition to the shift in focus from service providers to customer experiences, service
evaluations have also turned their attention to evaluation dimensions (Chahal and Dutta, 2015a;
Chahal and Dutta, 2015b; Chahal et al., 2015). Previously, Parasuraman et al. (1985) proposed
provider-centric dimensions (e.g., reliability, responsiveness, competence, access, courtesy,
communication, credibility, security, and understanding/knowing) to help evaluate service quality
from a technical viewpoint; however, these dimensions offer limited information on customer
feelings and perceptions. As a result, other scholars have suggested a diverse set of dimensions
including hedonic, emotional, cognitive and relational ones (Gentile et al., 2007). While the related

literature substantively contributes to our understanding of the multiple dimensions of customer
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experiences, its focus is limited to final evaluation frameworks with no temporal axis (Chang and
Horng, 2010; Patricio et al., 2018). That is, the evaluations are generally performed once a
customer’s experience is complete, which provides little or no insight into experiential time-
dependent changes (e.g., the fluctuating history of scaled experiences). Thus, there are calls to
integrate customer experience multidimensionality and time-dependence perspectives to enhance

experience-centric service design (Zomerdijk and Voss, 2010).

® From received to co-created experience evaluations:

Until recently, customer experiences were evaluated using frameworks in which a service
provider designs and delivers a service while the customers are on the receiving end, making little
contribution toward creating the service experience (Klaus and Maklan, 2013). This output-
centreed approach is associated with evaluations in which a service is treated like a good. Customer
experiences were understood as a customer’s reaction once the service has been received (Agapito
et al., 2013). While some studies consider service offerings in the context of service firms and
customers, the service itself is still viewed as a passive experience, with firms delivering services

and customers providing feedback (Hume et al., 2006).

This approach has drawn numerous critiques. For instance, in their conceptualisation of the S-
D logic, Vargo and Lusch (2004) argue that customers are co-creators of service and should play the
role of a participant and not just a receiver and that service firms should be facilitators rather than
providers. Customer experiences with services cannot be understood as a standard outcome of
service delivery. Rather, a distinct complex of customer participation in service co-creation
generates unique implications for individual customer experiences (Helkkula et al., 2012; Hamidi
and Machold, 2020). When customers co-create their experiences, their experiences differ from
those of other customers. Thus, to more holistically evaluate service experiences, it is important to
depart from the “provider-receiver approach” to fully appreciate the service co-creation journey

that involves both the service provider and the customer.

Evaluations of co-created experiences that are based on customer feedback received following
a service experience cannot be sufficiently informative (Verleye, 2015; Trischler et al., 2018). It is
also argued that customer experiences cannot be properly understood without taking into account
individual dynamic elements of customer experience co-creation as well as its history (Lemon and
Verhoef, 2016; Bueno et al., 2019). This research proposes that the integration of three essential
approaches time dependence, multidimensionality and co-creation should lead to a more complete

evaluation throughout and beyond the service process capturing the evolutionary nature of co-
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creation and involving multiple interplays between the customer and other participants.

2.3.3 Evaluations of value co-creation

The literature about evaluations of value co-creation can be classified into categories, including
measurement of dimensions, measurement of behaviors, and managerial issues of value co-
creation. Table 3 lists the literature summary of evaluations of value co-creation. Among the
research, the study of Zeeshan et al. (2019) made an integration with customer experience. The

research related to service design are also noted.

Table 3. The literature summary of evaluations of value co-creation.

Author (Year)
(Service Design: Related
to Service Design)
(Customer Experience:
Integrated with Customer
Experience )

Title

Major Findings and Contributions

Measurement of dimensions

Toytari, P. (2015)

Assessing value co-creation
and value capture potential
in services: A management
framework.

It presented a multi-dimensional assessment
framework for value co-creation in services.

Agrawal, A. K. and
Z. Rahman (2019)

(Service Design)

CCV Scale: Development
and Validation of Customer
Co-Created Value Scale in E-
Services.

It developed a customer value co-creation scale
containing 19 items in five dimensions: relational,
personal, economic, interactive, and experiential. It
argued that value co-creation is the key point for
customer satisfaction.

Horbel, C., et al.
(2016).

How context shapes value
co-creation: spectator
experience of sport events.

It proposed a model and developed a test for the
Football World Cup. It found that the value dimensions
differ for the main co-creating actors.

Zeeshan, M., et al.
(2019)

(Customer
Experience)

Quantifying value co-
creation: Examining the
relationship between
realised value facets and
customer experience in a
B2B context.

It analysed the relationship between value dimensions
and customer experience. It found that experience
value is affected by monetary value, relationship value,
and functional value.
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Author (Year)
(Service Design: Related
to Service Design)
(Customer Experience:
Integrated with Customer
Experience )

Title

Major Findings and Contributions

Measurement of behaviours

Chuang, H. M. and
Y. S. Chen (2015)

Identifying the value co-
creation behavior of virtual
customer environments
using a hybrid expert-based
DANP model in the bicycle
industry.

It found the social influences on the value co-creation
experience of bicycling activities and the four types of
interaction-based benefits including cognitive, social
integrative, personal integrative, and hedonic benefits.

VAZquez, M. V., et
al. (2015)

(Service Design)

Can the customer's value
co-creation behavior be
measured? Validating a
measurement scale based
on the customer's
perspective.

It made the validation and modification of Yi and Gong's
value co-creation behaviour scale (2013).

Tommasetti, A., et
al. (2017)

(Service Design)

Measuring customer value
co-creation behavior:
Developing a conceptual
model based on service-
dominant logic.

It systemised the measurement of value co-creation
behaviour according to service-dominant logic.

Bianchi, C. (2019)

(Service Design)

Value co-creation
behaviours from customer-
to-customer interactions
(CCls) in recreational social
tango experiences.

It examined value co-creation behaviours and proposed
customer-dominant logic for improving the service
strategies of recreational social tango experiences in
Chile.

Mai, S. M., et al.
(2020)

Patient value co-creation
behavior scale based on the
DART model.

It developed a psychometric scale for patient value co-
creation behaviour for a hospital in Guangzhou, China.

Managerial issues of value co-creation

Vargo, S. L., et al.
(2008)

On value and value co-
creation: A service systems
and service logic
perspective.

As a pioneer, this study provided fundamental
conceptualisations for value co-creation and service
systems in service-dominant logic.

Lambert, D. M. and
M. G. Enz (2012)

Managing and measuring
value co-creation in
business-to-business
relationships.

It identified the value co-creation in business-to-
business relationships base on the cross-functional
involvement in service-dominant logic.

lyanna, S. (2015)

Extended means-end value

framework-a model to

It applied means-end value framework to evaluate

value co-creation.
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Author (Year)
(Service Design: Related
to Service Design) Title
(Customer Experience:
Integrated with Customer
Experience )

Major Findings and Contributions

measure co-created value.

Ranjan, K. and S. Value co-creation: Concept |[It conducted a literature review, identified the three

Read (2016) and measurement. dimensions for value co-creation, and utilised the
measurement index to improve customer satisfaction in
(Service Design) service.

Malshe, A. and S.  |Initiating value co-creation: |It identified the three potential kinds of customer non-

B. Friend (2018) Dealing with non-receptive |receptivity: apathy, ambivalence, and annoyance. It also
(Service Design) customers. proposed strategies for service design.
Corsaro, D. (2019) [Capturing the broader It found that value appropriation is the key point for
(Service Design) picture of value co-creation |value co-creation.

management.

1. Measurement of dimensions

There is literature about the measurement of dimensions for evaluations of value co-creation.
Toytari (2015) evaluated the value creation in longitudinal buyer-seller relationships. Toytari
proposed a multidimensional evaluation framework to optimise the efficiency of the sales function.
Exploring multiple cases with international enterprises in different industries, this study proposed
a framework for sales opportunity management. Horbel et al. (2016) followed the perspective of
service-dominant logic to shape value creation in the service ecosystem of sports events. They
argued that value co-creation can be viewed as value-in-context. They proposed a model to
examine the contexts of football games broadcasts. They identified the context-specific value
perceptions of the spectators. Their research results presented that the main actors in value co-
creation make a significant impact on the relative value dimensions. The proper dimensions of value
need to be identified and support the service provider to make a value proposition for strategic
benefit. How to evaluate the multidimensional value in value co-creation has become an important
research issue in service management. Zeeshan et al. (2019) reviewed value realisation and the
customer experience occurring in the process of value co-creation. They applied multiple data
analysis methods to examine the multidimensional scale. They argued that monetary value,

relational value, and functional value make a positive impact on experience value.

Among the literature about the measurement of dimensions for evaluations of value co-

creation, there is some research related to service design. Agrawal and Rahman (2019) proposed a
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two-stage approach to make the conceptualisation of the Customer Creation Value (CCV) scale.
Their model is composed of five dimensions: relational, personal, economic, interactive, and

experiential dimensions.

2. Measurement of behaviors

It is sometimes argued that value co-creation is difficult to observe and therefore challenging
to manage and design (Storbacka et al., 2016, Horbel et al., 2016). Measuring customer behaviors
can be a feasible way to transfer customer experience to value co-creation measurement. The
measurement can be implemented by the available methods for the service providers, such as
observations, surveys, interviews, and data analysis. There is literature about the measurement of
behaviors for evaluations of value co-creation. Chuang and Chen (2015) developed a model of
multi-criteria decision-making to investigate the nature of customer engagement and value
creation in bicycling. Their study found that value in customer engagement is affected by tribal
behavior. The social influences on customer commitment and engagement were also identified.
They presented multiple dimensions for value, including cognitive, social integrative, personal
integrative, and hedonic benefits. Mai et al. (2020) developed the scale based on the DART
(Dialogue, Access, Risk assessment, Transparency) model for patient value co-creation behavior.
They used the Delphi technique to identify the scale items and conducted a survey with experts and
patients. With reliability and validity, the proposed scale can be applied to the evaluation of patient

value co-creation behavior.

Among the literature about the measurement of behaviors for evaluations of value co-creation,
there is some research related to service design. VAZquez et al. (2015) validated the value creation
behavior scale proposed by Yi and Gong (2013). They analysed the customer’s feedback about
health and beauty services with the multi-dimensionality of scale. The validation in this study
contributed to understanding the relationship between customer behavior and customer
involvement, commitment, and loyalty. Tommasetti et al. (2017) established a conceptual model
to evaluate customer value co-creation behavior. Their measurement scale was developed in an
implicit hierarchical structure with multiple dimensions. They found that customer value co-
creation behavior supports the steps of value co-creation and various levels of interaction. The
proposed model implemented the principles of the S-D logic that are important and beneficial for

future practitioners and service management research.

The customer value co-creation behavior has the linkages to not only the service provider but

also other actors, including other customers. Bianchi (2019) evaluated value co-creation behaviors,
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especially from customer-to-customer interactions. Bianchi (2019) made the interviews with the
customers in recreational dance experiences that are quite necessary to make interactions with
other customers. The customer behaviors included seeking and sharing information, complying
with service requirements, helping and providing feedback to other people, and other kinds of
interaction behaviors. This study helped the dance schools improve their service for providing a

valuable customer experience.

The literature discussed above found that behavior measurement scales and interviews enable
service providers to analyse value according to customer behavior. However, the transformations
from customer behavior to experience, then to the co-created value, need more complete

conceptualisations and establishment of the integrated frameworks.

3. Managerial issues of value co-creation

As mentioned in earlier Section 2.1, Vargo and Lusch (2004, 2006) and Vargo et al. (2008)
proposed the S-D logic that brought a new lens for service and economy in society. The S-D logic
identified the nature of value co-creation. They argued, “Value is fundamentally derived and
determined in use.” Vargo and Lusch conducted research on the S-D logic (Vargo and Lusch, 2011;
Lusch and Vargo, 2014; Vargo and Lusch, 2016). According to the perspective of the S-D logic, the
actors integrate resources and interact with other actors to achieve value co-creation. Their
proposition of the service ecosystem is illustrated and described later in Section 2.4. The S-D logic
contributes to the advanced enhancement in service-oriented disciplines. It is also the main basis

of conceptualisations for the research outcomes in this thesis.

Based on the S-D logic, there is further literature about managerial issues of value co-creation.
Lambert and Enz (2012) explored the value creation in cross-functional and cross-company teams.
They evaluated the participants’ engagement to achieve value creation in B2B relationships. By
measuring the financial outcomes by the implementation of the cross-functional teams, this study
found that cross-functional involvement brings a beneficial influence on participants’ relationships
and contributes to more performance. They argued that the interactions between customer and
service provider compose of three phases: joint crafting of value propositions, value actualisation,
and value determination. The proposition of three phases support further research related to the
process of value co-creation. lyanna (2015) utilised a means-end value framework to develop a
model for measuring the performance of value co-creation. The proposed model solved some of
the existing limitations by viewing value as an exogenous variable that can be assessed with product

attributes. The research results incorporated the implications of value co-creation.
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Among the literature about Managerial issues of value co-creation, there is some research
related to service design. Ranjan and Read (2016) extracted the two primary conceptual value co-
creation dimensions according to the results of the literature review. They utilised their theoretical
findings to make the measurement constructs with the index of consumer satisfaction. Malshe and
Friend (2018) conducted expansive qualitative interviews to capture the nature of customer non-
receptivity to value co-creation. The found kinds of customer non-receptivity, apathy, ambivalence,
and annoyance, help them to build useful strategies for service providers. Corsaro (2019) developed
a model to explore the wider lens for value co-creation management. By using a qualitative
approach, Corsaro (2019) found that reviewing complex interactions with other value processes is
necessary for managing value co-creation. The findings extended the binary viewpoint of customer
and service provider to a network of actors in which various value co-creation occur and influence

each other. The proposition fits the perspective of the service ecosystem in the S-D logic.

2.4 Service ecosystem

The perspective of the service ecosystem is a combined option to utilise business networks.
Service ecosystem in the S-D logic, proposed by Vargo and Lusch (2004), can support the enterprise
to understand the ecosystem dynamics in which the actors’ interact in pursuit of their own value
achievement. In the S-D logic, a service ecosystem is defined as “a relatively self-contained, self-
adjusting system of resource-integrating actors connected by shared institutional arrangements
and mutual value creation through service exchange” (Vargo and Lusch, 2016, pp.10-11). The S-D
logical conceptualisation of a service ecosystem allows us to structuralise the interplay of the
service components, including resource integration, value proposition, value determination, service

process, and value co-creation (Lusch and Vargo, 2014; Vargo and Lusch, 2016).

As shown in Figure 6, Vargo and Lusch (2016) argued that the service ecosystem consists of
the actors and their links. As a resource integrator, each actor makes service-for-service exchanges
with other actors for being the resource integrator and beneficiary in the interactions. A group of
actors forms an institution in which the actors may have the same or similar preferences, customs,
rules, regulations, or limitations (e.g., the people speaking the same language). The institutions and
individuals form the complex service ecosystem. Service ecosystem is a dynamic system in which
all the actors share institutional logic and take part in activities of resource integration and service

exchange in a self-contained and self-adjusting mechanism (Lusch and Vargo, 2014).
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Institutions Resource Integrators

Figure 6 Service ecosystem (Vargo and Lusch, 2014 pp.168)

Asshownin Figure 7, Vargo and Lusch (2014) argued that the service ecosystem has a hierarchy
view from three levels: micro-, meso-, and macro-level. The interactions in the macro system have
a downward influence on the meso and micro systems. The nature and structure of multi-level help
us understand the relationships between actors and their interactions with one another. When the
actors make their activities, including resource integrations, value propositions, and service
exchanges, they need to evaluate the value not only in the micro-level lens of the service ecosystem
but also in meso- and macro-level lens that help them reveal the opportunities and challenges
related to their own decisions and activities. The perspectives of ecosystem lead to a wider insight

for understanding the economic and no-economic relationships and activities in our society.
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Macro

Meso

Micro

Institutions

Resource Integrators

Figure 7 Structuration of service ecosystems (Vargo and Lusch, 2014 pp.171)

Constructing the service ecosystem enables us to understand the interdependence between
actors and their adaptation and evolution as the coevolution that is central in natural ecosystems
(Frow et al., 2014; Lusch and Vargo, 2014). The dynamic degree depends on how the actors involved
committed to enhancing the resource intensities to survive in the ecosystem. The actors’ devotional
activities to an ecosystem comprised of not only competence and conflict but also sharing,
collaboration, cooperation, and win-win exchanges as developing learning processes. These
activities that occur among actors convert a service ecosystem into a value-creating system

(Koskela-Huotari et al., 2016).

The movement from the G-D logic to the S-D logic provides a complete viewpoint incorporating
a service ecosystem perspective. The actors in a service ecosystem that contains smaller, nested
service ecosystems play the roles of beneficiary and service proposition maker. The actors search
for opportunities to create a win-win collaboration and value co-creation with other actors. Based
on the theoretical foundation of the S-D logic, the following chapters present the development of

an evaluation framework for modelling the service ecosystem.

Modelling a real-life service ecosystem remains challenging. The conceptual framework of a
service ecosystem based on S-D logic provides a richer picture of the complex and dynamic web of

actors who participate in the ecosystem through their actions, as it considers value proposition
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making, service process, and resource integration. However, unlike a simple exchange model, a
model using S-D logic requires an understanding of the additional complexity, messiness, and
fuzziness that characterise ecosystem dynamics (Brodie et al., 2021). To date, a well-rounded,
dynamic model using graphical mapping syntax has not yet been established. S-D logic is not
applicable to managerial needs until it has been incorporated in proper and completed modelling.
To address this, a modelling methodology using graphical mapping syntax to capture S-D-oriented

ecosystem dynamics is needed.

2.5 S-D logic for enterprises

2.5.1Inter-organisational development of enterprises

Enterprises seek to benefit from interactions with other sectors, organisations, and individuals.
Such benefits result from long-term engagements shaped by an enterprise’s development and are
valuable to the enterprise (Gassmann et al., 2010). Inter-organisational development research
highlights the importance of common values between an enterprise and other organisations.
Organisations pursuing common goals may have identical or similar values (Gassmann et al., 2010).
Barroso-Méndez et al. (2016) emphasise the role of similar values in the inter-organisational
development of nonprofit organisations. Similar values, and their inter-organisation development,
are increasingly relevant today, given that modern enterprises pursue multiple values.
Organisations must develop interactions and cooperation on the basis of their values (Rossmannek
and Rank, 2021). Such strategic alliances help organisations achieve goals they are unable to reach

independently, thus gaining more value (Gebrekidan and Awuah, 2002).

Inter-organisational development and cooperation depend on the resources available to all
entities (O’Dwyer and Gilmore, 2018). Organisations are more willing to develop relationships when
resources derived through alliances support resource integration (Klessova et al., 2020) and benefit

desired values, which in turn, create resource dependencies (Barringer and Harrison, 2000).

The ties form a web of values that are then co-created through interactions within this web.
The network of cross-organisational development for enterprises pursuing profit is generally based
on transactional activities (Ritter and Gemiinden, 2003; Gong et al., 2018) and value co-creation
(Klafke et al., 2021). However, modern enterprises with developmental objectives should aim to
build sustained relationships with their customers, clients, partners, and society. Such inter-
organisational networks enable enterprises to identify strategic advantages and opportunities and,

accordingly, develop partnerships to pursue their defined values (Bonner et al., 2005). Enterprises
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must also continuously adjust their inter-organisational network to ensure interoperability and

interdependence in accordance with their values.

2.5.2 Enterprises’ value co-creation activities

Vargo et al.’s (2008) S-D logic offers a useful perspective on interactive networks. It highlights
the importance of value co-creation in business activities and extends a business network to a
service ecosystem. Values are based on an enterprise’s vision, missions, and strategies and serve
as a basis for evaluations of enterprise development (Vargo et al., 2017; Manser Payne et al., 2021;
Ronchi et al., 2021). Value co-creation can be complex and includes value proposition makings,
service processes, and resource integration, and thus, should be a collaborative process. These
dimensions influence an enterprise’s dominant resources, thereby strengthening or weakening
pursued values. Designing business activities in line with pursued values helps develop inter-

organisational partnerships and achieve value co-creation.

2.5.3 Extension of business network to service ecosystem

The types of business networks referenced for business development include processual and
actor-based business networks. The former helps sequence activities and evaluate their
arrangement (Ford and Mouzas, 2013; Harvey, 2016), and the latter adopts an inter-organisational
perspective to review relationships between enterprises and their surroundings. In a business
network, value co-creation is a dynamic function of interactions, wherein multiple actors connect
and coact with their resources. Combining the processual and actor-based approaches to develop

business networks can help evaluate value co-creation from a business development viewpoint.

An ecosystem is a combination of cross-sectoral actors that co-create value business networks
(Bryson et al., 2006). Relationships with cross-sectoral actors must be strategically developed to
achieve an enterprise’s uniquely defined value, which forms the structure and dynamics of the
ecosystem. Studies have presented a conceptual framework for the structure and design of service
ecosystems (Barile et al., 2016; Fehrer et al., 2018; Vink, 2020). S-D logic, in particular, helps
enterprises understand ecosystem dynamics of actor interactions aimed at value creation. S-D logic
defines a service ecosystem as “a relatively self-contained, self-adjusting system of resource-
integrating actors connected by shared institutional arrangements and mutual value creation
through service exchange” (Vargo and Lusch, 2016, pp.10-11). A service ecosystem views business
as a process and outcome of multiple actor activities, and value is each actor’s driving force and co-

created in a service ecosystem composed of a value-oriented network of actors. This study employs
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S-D logic to obtain a holistic perspective of an enterprise’s ecosystem and proposes ways to identify

potential development opportunities.

2.6 Conclusion

After the literature is reviewed in this chapter, the research gap of the integrations of customer
experience and value co-creation is identified. This review of S-D logic and the service ecosystem
can provide a more complete illustration and mechanism for a firm to enhance the performance of
service design. The outcomes of the literature review support the following examination of the
research question of this study: how does S-D logic and the service ecosystem contribute to the

evaluation and enhancement of customer experience and value co-creation?
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Chapter 3 How can value co-creation be integrated in a

customer experience evaluation?

3.1 Introduction

With the arrival of the service economy, most business offerings need to have a service
component (O'Cass et al., 2013). Modern managers are constantly concerned with how to improve
service provided to customers, rearrange service procedures, replace the service content, and
reduce disruption to customers (Bei and Shang, 2006). Critical to addressing these issues is service
design (Polaine et al., 2013), with its focus on the viewpoints of customers and their experiences

rather than those of a firm (Zomerdijk and Voss, 2010).

Following Vargo and Lusch’s (2004) service-dominant (S-D) logic, customer experiences are
viewed as a co-creation process that contributes to the value in use (Ranjan and Read, 2016;
Medberg and Gronroos, 2020). Fluctuations in customer experiences are seen to reflect the
strength of and variations in customer perceptions that determine co-created service value
(Jaakkola and Alexander, 2014; Sweeney et al., 2015). While it is increasingly recognised there is a
continuous interplay between customer experiences and value co-creation (Ramasvamy and Ozcan,
2018), service design studies are yet to fully engage with the value co-creation construct in their
customer experiences evaluations (Helkkula et al., 2012). Critically, this is of particular relevance
for businesses that primarily care about value creation and value capture when engaging with
service design (Yu and Sangiorgi, 2018). Relatively complex and long-term project-based
professional services (e.g. architectural and design services; advertising) can especially benefit from
carrying out evaluations of customer experience and co-created value during the service process

(Ng. etal., 2016).

Hence, the aim of this conceptual chapter is to develop a customer experience evaluation
framework that is coherently integrated with the value co-creation construct. This is achieved via
intersecting the most relevant insights from prior approaches for evaluating customer experiences
including time- dependence and multidimensionality perspectives (Brakus et al., 2009; Grewal et
al., 2009; Jain, 2017; Voorhees et al., 2017) with a theoretical interpretation of a service value as
value in the experience which is always co-created and uniquely determined by the customer’s
personal lived and imaginary experience that may be related to solving problems, enjoying the
service program, and interacting with service providers (Helkkula et al., 2012; Lusch and Vargo,

2014; Vega-Vazquez et al., 2013; McColl-Kennedy et al., 2019), among others.
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The developed framework is original in its theorizing of the evaluation process as a
transformation from a customer experience evaluation to a synchronised evaluation of value in the
experience and value co-creation throughout and beyond the service process. The framework
proposes to utilise it in both major service redesign and on-the-spot service improvements. The
latter is becoming particularly relevant, given that businesses are increasingly operating in highly
competitive environments. In such a context, relying on final feedback from a customer may be

insufficient to retain them (La and Choi, 2012; Klaus and Maklan, 2013).

The chapter proceeds to review the most relevant service design developments related to
customer experience evaluation, before integrating and extending them in the proposed
framework for evaluating value co-creation through value in experience assessment. This is
followed by a discussion on the theoretical implications and practical relevance of the proposed

framework.

3.2 A proposed integrated customer experience - value co-creation

framework

3.2.1Existing customer journey mapping method

In previous studies, perspectives on the customer journey were widely used for understanding
the customer experience (Fglstad and Kvale, 2018; Tueanrat et al., 2021). It provides a time-
dependent framework to analyse the customer’s activities, goals, touchpoints, and emotions. It
helps service providers create a detailed service design and customer experience measurement
(Kuehnl et al., 2019). One of the main goals is to enhance service quality according to what the
customer experiences and feels sequentially (Halvorsrud et al., 2016). Figure 8 is a general customer
journey map adopted from de Salles Canfield and Kenny Basso (2017) and Ludwiczak (2021). Usually,
the stages in a customer journey map contain pre-service, service (may often divided into several

sub-stages according to the activities in service process), and post-service.
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Stage/Phase R Post-service

Customer Activities Activities Activities Activities
Customer Goals Goal 1 Goal 1 Goal 1
Goal 2 Goal 2 Goal 2
Touchpoints Touchpoint 1 ... Touchpoint 1 Touchpoint2 .. Touchpoint 1 ...
Experience/Emotions \/\
Firm’s Activities Activities Activities Activities
Firm’s Goals Goal 1 Goal 1 Goal 1
Goal 2 Goal 2 Goal 2

Figure 8 Customer Journey Map (Adopted from de Salles Canfield and Kenny Basso (2017) and
Ludwiczak (2021)).

For a firm, a customer journey map provides an easy way to understand the customer
experience throughout the phases of pre-service, service, and post-service. However, a customer
journey map separates the customer experience and firm experience. In a customer journey map,
a firm’s activities are planned and analysed depending on a series of touchpoints. However, the
service is completed by both the customer and service provider simultaneously and continuously.
How the value is co-created cannot been illustrated in a customer journey map. Service should be
design based on the interactive value co-creation between the customer and service provider. Thus,
in the following sections, this study proposed an integrated mechanism to better link the customer

and service provider.

3.2.2 Assumptions and enabling mechanisms

Drawing on theoretical insights from the evolution of customer experience evaluations and
the value co-creation perspective (as discussed above), this research offers an integrated
framework for evaluating value co-creation through customer experience in service design.
Illustrated by Figure 9, its theoretical assumptions are influenced by the value in the experience
argument. An interplay between customer experiences and co-created value is conceptualised as a
synchronised formation before, during and beyond the service process. Customers and firms
possess resources that are being integrated with other customers and firms in the wider network
and their resources. Put another way, resource integration between a given customer and a given

firm in relation to a given service process occurs not only between them but also with other actors
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in the network, and this takes place before, during and beyond the service process. The resources
used by actors for integration may come from other actors; may be common resources that are

available to all in public space or may be the product of prior resource integration.
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Figure 9 An integrated customer experience - value co-creation framework: Assumptions.

An ongoing integration of resources by actors results in ongoing activities, where actors may
be actively involved or passively accepted. It is this co-created process of activity that forms a
particular experience. The experience is the origin of value. When a customer shapes their
experience in the journey, the experience properties enable a transformation from resource
integration to value co-creation (Storbacka et al., 2016). When an actor realises in their own
experience that they have benefited, the value in the experience emerges and is recognised by the
actor. For a given customer, personal experience before, during, and after the start of the service
process continues to generate value in the experience. Every incidence of service creates a unique
experience for the customer to assess value. Customer experience represents a time-dependent
accumulation, and the value in the experience at each point in time is a component of the co-

created value of the service process.

While the co-created value is determined by the customer, the firm (i.e., the service provider)
contributes to the co-created value with its experience of delivering the service offering. This may
include experiences of front-line service employees, field managers, and decision-makers at

different levels. The value co-created with a firm's experience as a resource may, for instance, come
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from the firm's interpersonal adaptive reactions, behavior and service offering modification (Luu et
al., 2018; Frey-Cordes et al., 2020). Therefore, in our framework the firm's contribution to the co-
created value with a customer goes beyond a limited focus on service content and quality, and has

to encompass the firm’s experience.

Based on the above assumptions, the proposed integrated customer experience - value co-
creation framework is ‘zoomed in” and further detailed by Figure 10. It shows that assessing value
in the experience (Box 1) and evaluating value co-creation (Box 2) have to be carried out together
during the service process and beyond. The value assessed in Box 1 is based on the customer
experience. The value in the experience of the firm is determined by the customer too. When value
can be observed and assessed in the experience, evaluating value co-creation (Box 2) becomes a
viable measure for the firm’s service design. The framework proposes four mechanisms that make
it possible to tie customer experience to value co-creation and, therefore, overcome limitations of
previous customer experience evaluations. These mechanisms are concerned with activity flow
formation, on-the-spot service enhancement, value co-creation evaluation, and value co-creation-

driven service redesign, as depicted by arrows in Figure 10.
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Figure 10 An integrated customer experience - value co-creation framework: Enabling

mechanisms.
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3.2.3 Activity flow formation

Forming customer activity flow (Arrow 1 in Figure 10) represents an important starting point
in assessing value via reviewing customer experience (Lemon and Verhoef, 2016; Trischler et al.,
2018). Building on the prior conceptual insights, our framework views customer activity flow as a
time-dependent and multidimensional customer journey. Correspondingly, reviewing customer
experience needs to be both time-dependent and multidimensional, with Table 4 proposing key
means and schemes relevant for such review. In particular, the framework proposes to perform a
structured experience assessment, interpreting customer journey as a dynamic series of experience
levels reflecting cognitive, social, emotional, affective and physical interactions between a
customer and a firm. This structured experience-level assessment makes it possible for a firm to
examine a customer’s real-time activity flow from a customer’s point of view. It is designed to
capture on-the-spot experiences and variation in a customer’s personal judgment at consequent
segments of the service experience. Activity flow formation facilitates the review of customer
experience and implements the assessment of value in the experience. To quantify the experience,
this research proposes a simple and prompt measure and scale that enable multiple assessments.
Illustrated by Section 3.3.1, the scale and curving for the evaluation scheme can conveniently be

applied for time-dependent multidimensional evaluations.

Table 4 Reviewing customer experience for assessing value in the experience (corresponding

to Box 1in Figure 10)

Customer experience Schemes for reviewing customer experience for assessing value in the

characteristics experience

Time-dependency e Adapted from Diener et al. (2010), Crosier and Handford (2012), and
Silva and Caetano (2013).

e Customers indicate the experience level every time they complete an
activity. Levels may indicate positive and negative directions, as
proposed by hedonic and social psychology studies. The surveyed and
scaled positive and negative customer experience levels are translated
in an index to quantitatively capture the quality of the experience. See
Section 3.3.1 for the proposed scale and curving method.

e Customer experiences are evaluated at different time points and the
outcomes are used to understand relative changes during the activity

flow.

e Fluctuating experience levels provide an overview of a given customer’s

experience from all touch points, through to service completion.
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Customer experience Schemes for reviewing customer experience for assessing value in the

characteristics experience

Multidimensionality e Adapted from Gentile et al. (2007), Chang and Horng (2010), Brodie et
al. (2011), Nambisan and Watt (2011), Patricio et al. (2011), Rose et al.
(2012), Lemon and Verhoef (2016), and Pelletier and Collier (2018).

e There is no consistent or uniform approach to capturing the
dimensionality of customer experiences. This research proposes to
prioritise the selection of a suitable set of customer experiential
dimensions over establishing the most generalisable and purified
dimension set.

e This research suggests experiential dimensions by Verhoef et al.’s
(2009) are most relevant. These cover customer experience constructs
related to cognitive, affective, emotional, social, and physical responses
to service providers. This research applies these five dimensions to
entire time-dependent customer experience (i.e. all the stages of a
service) to unpack the diversity of customer experiences and

perceptions of a service.

3.2.4 On-the-spot service enhancement

The mechanism of a structured activity flow can provide a firm with specific information on
time-dependent multi-dimensional elements of service offerings that may need to be revisited in
order to retain the customer in question. Increasingly, it is imperative for firms to immediately
intervene to make on-the-spot service enhancements and reduce the probability of getting
negative customer feedback once the service is completed (Megargel et al., 2018). Hence, the
proposed framework introduces a mechanism through which a firm can apply the results of on-the-
spot assessments and make timely enhancements to the service processes (Arrow 2 in Figure 10).
This mechanism is distinct in a sense that any enhancement action taken will reflect and correspond

to the value in the experience of a given customer, who ultimately defines what a service value is.

On-the-spot structured assessment of value in the experience can be complemented by a
collection of brief unstructured customer feedback on a completed activity. This can include on-
the-spot non-disruptive conversations to solicit a customer’s comments on their experiences,
reflections on their feelings, preferences, and recommendations. Customers may also be asked to
elaborate on the reasons for reporting a certain experience level. A combined time-dependent
assessment of experience levels and unstructured feedback can significantly enhance the firm’s
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capability to understand and enhance a customer’s experience during the service (Trischler et al.,

2018).

Soliciting structured (e.g., via a survey) and unstructured (e.g., via conversations) feedback,
and acting in a timely manner on its assessment can be complex (Liu et al., 2016; Torres et al., 2019),
and require some organisational effort and investment on the part of a firm. Seeking feedback
during the service may also potentially affect the perception of the service in question and its value.
Yet, because of the latest advances in digital interactive technologies combined with an increasing
uptake of digital innovation by businesses, complexities and costs involved in on-the-spot
assessments are already diminishing and unlikely to represent a serious obstacle for the on-the-
spot service enhancement mechanism in the nearest future (Megargel et al., 2018; Ramaswamy
and Ozcan, 2018). These do not rule out new challenges related to the digital era, though. For
instance, the wide accessibility of advanced digital interfaces can make both structured and
unstructured customer experience assessments less intrusive in terms of effort required from
customers (Holmlund et al., 2020), but more intrusive in relation to the privacy of a given
consumer’s experience. The latter is likely to emerge as a key challenge for a firm when it comes to
understanding and benefiting from interactive dynamics between consumer experience and service

value.

3.2.5 Value co-creation evaluation

It is sometimes argued that value co-creation is difficult to observe and therefore challenging
to manage and design (Storbacka et al., 2016, Horbel et al., 2016). Yet, the co-creation experiences
of an individual, which are viewed as a defining construct in the value co-creation concept
(Ramaswamy and Ozakan, 2018; Pham et al., 2019) can be observed, evaluated, designed and
redesigned. The proposed framework, therefore, makes the utilisation of the value in the
experience assessment during and beyond the service process a distinct mechanism (Arrow 3-1 and
3-2 in Figure 10) capable of informing an evaluation of value co-creation. This research argues that
assessing time-dependent and multidimensional value in the experience of a given customer makes
it possible to observe the occurrences of value co-creation, and provides a platform for their
evaluation. Approaching the relationship between customer experiences and value co-creation
throughout and beyond the service process allows a given firm to explore a customer’s experience

journey through the lens of value emergence, evolution and accumulation.

Previous related research provides some insights on facets of the value co-creation evaluation.

Of these, most relevant originate in studies on hedonic and social psychology. They classify
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experiences in levels (Silva and Caetano, 2013) and translate them to scales of positive and negative
experience (Crosier and Handford, 2012; Diener et al., 1985; Diener et al., 2010; Silva and Caetano,
2013). This research proposes to extend this method by combining the scale and curving with a
customer activity flow (see Section 3.3.1). This combination introduces facets of the value co-
creation evaluation (Table 5) that enable capturing fluctuations and evolution of customer
experience. The proposed facets connect fluctuations in customer experience levels with volatility
in value co-creation, assuming that positive and negative reactions and feelings expressed by the
customer during service activities produce key reference points for evaluating value co-creation.
This research proposes that trends shown in these time-dependent fluctuations (e.g., stable
increase to the final optimal level, or dramatic rise and fall) can reveal strengths and flaws in value
co-creation interactions undertaken by a customer and a firm. The proposed facets track the
changes in experience and enable the firm to manage and influence the value co-creation process

involving its customer and other actors.

In order to fully capture value in the experience, the proposed schemes need to be deployed
both during and beyond the service process. Gathering information on beyond service experiences
can be a challenging task. For instance, it may be difficult to fully find out what other actors interact
with; or what other resource integrations take place. More complex and long-term services may,
however, be better positioned to engage with customers after the service process (e.g. via inviting

customers to firm’s events, report launches, granting a membership status, etc.).

Table 5 Evaluating value co-creation via assessing value in the experience (corresponding to

Box 2 in Figure 10)

Facets of value co- Evaluation

creation evaluation schemes
Fluctuations and e Extended from Karapanos et al. (2010) and Ariely and Carmon (2000).
evolution of levels to e Static levels of customer experiences are linked to indicate
evaluate volatility of fluctuations. These are used to evaluate the volatility of value co-
value co-creation creation for each completed activity.

e Evaluation of fluctuations centres on relative changes. This enables
quantitative analysis of dynamic and evolutionary customer
experiences.

e Comparing changes between the two time points reveals a customer’s
psychology and potential intentions regarding the next service

segment.

55



Chapter 3 How can value co-creation be integrated in a customer experience evaluation?

Facets of value co-

creation evaluation

Evaluation

schemes

Differences in
dimensional levels to
evaluate dimensional

contribution to value

e Extended from Hassan et al. (2013).

e Experience levels in different dimensions (e.g., cognitive, social,

physical, etc.) are used to determine the extent of value co-creation in
these dimensions. To illustrate, when a customer’s experience is
characterised by a high level in the emotional dimension, and only a
very weak strength in the social dimension, this indicates that value is
created mainly through the customer's emotional dimension. This
information can then be used to redesign service accordingly to

amplify strengths and address weaknesses.

Peak and valley of levels
to evaluate strengths

and flaws of co-creation

Adapted from Ariely and Carmon (2000).

Peaks and valleys capture turning points in a customer’s experience
journey.

The peaks and valleys are used to determine an increase and decrease

in value defined by a customer.

Level series of related
activities to evaluate

service portfolio value

Extended from Andrews et al. (2010).
Comparing experience-level series across different service packages is
used to determine the contribution of packaged activities towards

overall service value.

Unstructured feedback
to evaluate the context

of co-created value

Adapted from Nasr et al. (2018) and Korfiatis et al. (2019).
Unstructured feedback is linked to experience levels at corresponding
time points. This is used to understand factors contributing to a
certain level and to identify key aspects of their experience influencing

the point at which they observe a service value.

3.2.6 Value co-creation driven service redesign

The outcomes of the value in the experience assessment identify strengths and weaknesses in
the value co-creation process. In the proposed framework, the former can be amplified, and the
latter can be mitigated through a mechanism of service redesign (Figure 10, Arrow 4). This may
require rearranging the sequence of activities and touchpoints, substituting or eliminating some of
them, and deciding whether to discontinue certain services. It may include improving facilities and
the physical environment, redesigning the digital interface, training staff, and developing new
products or services. From a firm’s perspective, this works as a cyclical mechanism that warrants

dynamic and continuous assessments and evaluations reflective of the most recent service changes
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(Hill et al., 2002). The outcome of this mechanism should be improved experience levels and value

co-creation in the dimensions in question, and throughout the entire service journey.

3.3 Implementations of the proposed schemes

3.3.1Scale and curving for the evaluation scheme

This research proposes a scale and curving scheme for evaluating customer activities. The
service designer has to obtain a rich and detailed understanding of what a customer experiences
and separate the actions taken by a customer individually. The customer’s actions are linked in
sequence to create an action flow, as shown in Figure 11. The action flow is established from the
viewpoint of the customer and allows experiences to occur in sequence. The following evaluation
and analysis in the proposed framework will be completed according to the predecessors and

successors of actions in the flow.

Customer’s N Customer’s| Customer’s
Action A Action B Action C

Figure 11. Establishing a customer’s action flow.

Dynamic customer experiences are modeled as a series of levels. Customers are invited to
assess the experience level every time they complete an activity. Levels may indicate positive and
negative directions. The surveyed and scaled customer experience level (Figure 12) can become an
index to quantitatively measure the quality of the experience. Customer experiences in different
dimensions are captured by the levels determined upon the completion of each activity. Different
dimensions of customer experiences reflect changing perceptions influenced by multiple facets
throughout the customer journey. Combining time-dependence and multidimensionality allows for
a customer-centric service design, while the failure to do so results in an incomplete understanding

of customer experiences.
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Figure 12. Level curve extensions for customer experiences during activity flow.

The level curve can illustrate the evolutionary customer experience as a journey for the
customer. In addition to the final level at service completion, the journey consists of all touchpoints
in which customers participate to reach their goals (Zomerdijk and Voss, 2010; Nasution et al., 2014).
What the customer really feels in the service process is not only their final level of satisfaction but
also all the memories from the service offerings and interactions. A pleasurable customer
experience journey should be a prerequisite to understand and construct the process. Such a level
scoring can reflect the experience evolution that is the continuous amalgamation of experiences

that is different from a survey for final customer satisfaction.

The scored level of customer experience can form a line graph. An example is shown in Figure
13. As a multidimensional amalgamation in the mind, customer experience provokes different
evolutions in its dimensions. The service encounters make an individual influence on each
dimension and draw the different level curves to rise and fall in different dimensions through the
service process. The positive and negative effects of the planned or executed service offerings can

be discovered and reviewed.

58



Chapter 3 How can value co-creation be integrated in a customer experience evaluation?

—4—D1: Cognitive experience  =—fll=D2: Affective experience
—a&—D3: Emotional experience === D4: Social experience

Level —#=D5: Physical experience

10

o N 0 W

w & O

0 1 2 3 4 5 6 7 8 s 10 11 12
Time

Figure 13. An example of the line graph of multidimensional customer experience.

A line graph is the simplest way to show the levels. However, it is unnecessary to locate all the
dimensional curves in an area since the comparisons of different dimensional levels cannot give
much support for service design. On the contrary, the individual evolution in each dimension is
more valuable to analyse. Tracking and improving the extensions of dimensional experience
contribute to the total co-created performance and value of service. The customer experience

evolving in each dimension has to be visualised in charts for further evaluation instead of lines.

The existing radar chart method provides the feasibility to display multivariate data by
representing the quantitative variables on the axes starting from the central point (Chambers et al.,
1983; Friendly, 2009). In a radar chart, the customer experience can be illustrated multi-
dimensionally with its strengths and weaknesses at different dimensions. However, the existing
radar chart method applied widespread is only able to show the static dimensional levels in a
certain situation. s this research mentioned above, what the service designer should care about is
not only the final levels of experience viewed as customer satisfaction but also the dynamic

evolution of customer experience.

To visualise this dynamic evolution, this research improves the existing radar chart method by
adding the concentric circles of level scale, as shown in Figure 14. The improved chart, named the
pinwheel-radar chart, consists of multidimensional tracks that form different sectors in the circle.
Each dimension notes one dial on the contour for recording the evolution from the start to the end

of the customer experience. With the level extensions recorded in each dimension, a
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multidimensional pinwheel takes shape. The pinwheel-radar chart is the basis of the experience

evaluation in our developed framework.

m D1: Cognitive experience m D2: Affective experience
m D3: Emotional experience m D4: Social experience
® D5: Physical experience

Figure 14. The proposed pinwheel-radar chart method.

3.3.2 Assessing customer experiences in a theme park

Utilizing the proposed scale and curving for the evaluation scheme presented in Section 3.3.1,
a relevant example of assessing customer experiences is developed. It is a theme park developing
a service package for its customers. The dimensions used in the evaluation of customer experience

compose of cognitive, affective, emotional, social, and physical experiences.

This research demonstrates the framework’s applicability by an example of theme park service
design as follows. The theme park is one kind of highly interactive service industry. There are
numerous touchpoints in which customers interact with the staff and service offerings, from entry
to departure. The theme park includes many facilities so that customers select only their favourites
to enjoy. Each customer’s experience is unique due to the personal choices and visit schedule of
attraction facilities. This research invited a customer to participate in our application of the

evaluation framework. As shown in Figure 15, the customer’s action flow is from buying a ticket
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and entering the park to finally taking the bus to leave. The customer participated in the main
attraction facilities for a visit, such as Crazy Coaster and Coffee Museum, and other subsidiary
services, such as food and shopping. The customer was requested to give multidimensional scores

every time when an action finished, for a total of 12 times.

Customer Actions

Buy Ticket Consult for Enjoy Enjoy | Enjoy ’ Have Re-consult ‘ Shopping Enjoy Have [ Enjoy Share Take Bus
and Enter Visit Plan _||Crazy Coaster|| Ferris Wheel Sky Train Lunch for Visit Plan Coffee Museum||Afternoon Tea| the Show Visit Plan to Leave
New activity of New activity of New activity of
‘value cocreationf ‘value cocreation| value cocreation|
[} L] ° [} [ L4 ° ° L L] ° °
Scoring 1 Scoring 2 Scoring 3 Scoring 4 Scoring 5 Scoring 6 Scoring 7 Scoring 8 Scoring 9 Scoring 10 Scoring 11 Scoring 12

A

Customer multidimensional scoring for all occurred experience every time when a participating action finishes

Figure 15. A customer’s action flow and experience level scoring points in the visit of the theme

park.

In addition to the normal service offerings, this customer was invited to participate in a pilot
program of visit plan consulting, as the three actions marked in Figure 16 show. The customer was
offered a consultation before entry, in the middle of the visit, and after completing the visit. When
customers entered the park, the consultants in the visitor centre discussed with the customers to
understand their demands, budgets, personal preferences, and visit experiences in the past. Based
on the discussions, the consultant proposed some suggestions and co-created a customized visit
plan with the customers. In the middle of the visit, generally at noon, the customer acquired a
second-time consulting for the rest of the visit. The customer reflected on the feedback for the visit
experience, including some advantages and uncomfortable activities, and modified the rest of the
visit plan together with the consultant. Finally, when the customer was leaving, in the visit plan
centre beside the exit gate, they shared their visit experience with other customers and recorded
personal visit histories for their next visit. The visit plan consulting services are a new series of
service activities with expected value co-creation and provide an example to analyse the

performance of our proposed framework.

After establishing of customer’s action flow, this research made up the five dimensions of
experience proposed by Verhoef et al. (2009) for the example, including cognitive, affective,
emotional, social, and physical experience. Then the invited customer participated in the surveys
during the visit and gave the level scores each time an action finished. The multidimensional levels

of customer experience form a series of pinwheel-radar charts for further evaluation and analysis.
This research built up the evaluation based on the proposed framework, as shown in Figure 16.
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The customer experience evolves throughout the action flow. Among the flow, for example, the
evaluations for scoring 3 and scoring 6 are shown. In scoring 3, the customer who just finished the
action of enjoying Crazy Coaster had strengthened their experience levels in the emotional and
physical dimensions. However, the customer had a -3 extension in the social dimension. Such a
negative extension is one of the objects to review and determine the causes. According to
customers’ feedback, people cutting in line creates a negative social interaction. The service
designer decided to redesign the guidance for the people waiting to line up and provided a
reservation service, such as “Fast Pass,” in other popular theme parks. The evaluation for scoring 6
is similar, while the restaurant received a complaint and received a -1 extension for emotional and
a -2 for physical experience. The service designer also proposed corresponding design solutions for

these problems.
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Figure 16. Scoring 3 and 6 in the example are evaluating evolutionary customer experience.

The visit plan consulting, which is still a pilot program, consists of three activities spanning the
whole action flow but can be evaluated in the framework. As shown in Figure 17, the customer
provided scores 2, 7, and 12 after the three consulting activities. It is obvious that this service
program brought the customer positive experience extensions in cognitive and social experience.
However, there is no effect to the affective experience, which emphasises the long-term feelings
between the customer and the park. Besides, the customer gave a negative extension for the
emotional and physical experience levels because, in the evening, many customers were in a hurry
to leave and created congestion in the visit plan centre beside the exit gate. They were happy to
join the activities, but the environment made them uncomfortable. The customer warned the

service designer to redesign the room layout and make the visit plan sharing process more fluent.
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Figure 17. A series of new value co-creation activities in the example are evaluating evolutionary

customer experience.
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After evaluating customer experience, this research analysed the value co-creation
performance according to the proposed framework. We can analyse the level gaps between the
scores and expectations. For the example shown in Figure 18, the physical experience level
decreased unexpectedly after the customer finished the last action and created a gap from the
expected level 8. Such a decline at the completion of service damaged the earned performance
from the service predecessors and impacted the final image in the customer’s mind. The service
designer should find out why the gap emerged and make further improvements, such as
redesigning and renovating the layout of the visit plan centre to solve the congestion in the theme

park example.

Expecteg final level

Figure 18. The gaps between the final levels and the expected levels.

In addition, a final-level polygon of customer experience can help us review the dimensional
strengths. In Figure 19, the customer’s cognitive experience reached level 9, the highest dimension.
It also says that more value was co-created and saved in the form of the customer’s positive
experience. The customer achieved higher experience levels in the cognitive, affective, and
emotional dimensions due to certain services and interactions with staff. The related service quality
has to be maintained for the stronger dimensional levels. On the other hand, the physical
experience fluctuated and fell to level 6. More review is needed for the weak dimensional level.
The service designer can discuss this with other departments in the firm to propose a project for

improving the facility and environment, especially for the unsatisfying ones.
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Physical experience
10 —

-

[ID1: Cognitive experience [ID2: Affective experience
1 D3: Emotional experience [CID4: Social experience
[1D5: Physical experience

Figure 19. The final level polygon in the pinwheel-radar chart, for the theme park example.

Finally, the multidimensional performance of a series of combined activities can also be
analysed in the proposed framework. The series of visit plan consulting services formed the
multidimensional level changes in Figure 20. It shows that the series of activities brought sustained
positive extensions in cognitive and social experience while there is no significant increase in the
other three dimensions. Although for each designed service, not all dimensional experiences are
necessary to achieve excellent levels, the service designer has to determine whether the experience
evolutions are expected for this series of consulting services and find opportunities to mend the
service process. For example, for a more friendly and relaxing atmosphere that is beneficial for
customers’ emotional experience, the theme park may provide light music, free coffee, and snacks
at the visit plan centre, as this is where customers begin their day and reflect on their memories as

they leave.
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m D1: Cognitive experience m D2: Affective experience
D3: Emotional experience W D4: Social experience
W D5: Physical experience

Figure 20. lllustration of a series of value co-creation activities in the example theme park.

3.4 Discussion

This research finds that existing frameworks for evaluating customer experience deployed in
service design tend to neglect the connection between customer experience and value co-creation.
This connection, however, can be critical for enhancing service design offerings to co-create a
unique and preferred customer experience (Jaakkola and Alexander, 2014; Sweeney et al., 2015).
This motivates us to offer an integrated framework for evaluating customer experience and value
co-creation which fosters flexibility and accuracy of both on-the-spot service improvement and
service redesign. This research suggests that in order to achieve its integratory objective this
framework needs to place at its core assessing value in the experience which is always co-created
and determined by the customer. Through the synchronised formation of customer experience and
co-created value, our framework allows managers to understand the evolution of customer
experiences rather than simply measure single satisfaction levels following a service completion.
Once a firm has made changes to its service process and offerings through on-the-spot
enhancements and/or redesign, it can further observe and analyse the impact of these changes at
different time points in and even beyond the service process, and continuously redesign tasks to

contribute to an increase in service value. Our framework is distinct in its proposal to integrate
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time-dependence and multidimensionality of customer experience and to utilise this integration in
assessing value in the experience and value co-creation. This approach has a number of theoretical

and managerial implications in terms of utilizing customer experiences in service design.

3.4.1 Research implications

First, the study offers a fundamental and explicit structure for understanding the linkage
between customer experience and value co-creation as a factor of the service design performance,
which prior research has struggled to adequately capture and structuralise (Gentile et al., 2007).
Centred on co-created value in the experience before, in and beyond the service process, this
structure offers a new integrated set of facets of customer experience and value co-creation. Due
to its modular configuration, the proposed framework lends itself easily to additional more specific
extensions which can, for instance, be related to methods for analysing interactions between a
customer and a firm (Ordanini and Pasini, 2008; Patricio et al., 2011), and estimating a service value

(Teixeira et al., 2017).

Second, the study enhances the conceptualisation of activity flows to create a more holistic
and deeper understanding of a customer’s journey, which fully captures the dynamics of customer
experience and distinguishes between changes across its various dimensions. This research argues
that this provides more applicable references for identifying the strengths and weaknesses of a
firm's service offering, making relevant service enhancements, and boosting service value. As this
research suggests that variations in experience levels displayed by a customer at every touchpoint
need to be captured in order to adequately understand service value, more research effort should
focus on developing more sophisticated assessment methods for arriving at level values. These, for
instance, can be based on digitally-driven interactions and techniques, involving limited effort from

a customer (Holmlund et al., 2020).

Third, this study departs from a majority of studies on customer satisfaction that use customer
aggregation methods (Huang and Dubinsky, 2014), and therefore struggle to specify a customer’s
unique journey, which is critical for understanding a co-created value in the experience and its
personal determinants. Correspondingly, the proposed framework extends the evaluation beyond
the service process to capture customer experience before, during and after the service process.
Unlike existing evaluation frameworks, it is capable of accommodating the notion of individually
determined resource integration involving multiple actors and their resources. This research
proposes that this approach can pave the way to customise service offerings as a unique and

preferred experience for a customer, leading to a significantly enhanced service value.
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3.4.2 Managerial implications

The proposed framework offers important recommendations for businesses. First, it suggests
that business managers overseeing service design need to focus more on appreciating the
interconnection between customer experience and value co-creation which is enabled by value in
the experience, and need to translate this understanding into the evaluation of service design
offerings. This research proposes to use value in the experience assessments to create a dashboard
for managers to indicate the service value as it is individually determined by a customer throughout

the entire experience during and beyond the service process.

Second, the proposed framework provides guidance for practitioners to develop an advanced
comparative scale for assessing value in the experience. The proposed scale is translated into a level
curve to determine individually contingent multidimensional customer experience levels and depict
the evolutionary journey time-dependently. This research suggests that service design evaluators
use this level curve as a principal tool for reviewing fluctuating customer experience. By elevating
the link between customer experience and value co-creation in and beyond the service process, the
proposed framework equips firms with a method to untap new sources of competitive advantage

arising from service design.

Third, the proposed framework is especially beneficial for complex and long-term services
where firms may have more opportunities to effectively implement changes in the ongoing service
process. For short-term services (e.g., dining at a restaurant), managers need to be aware that on-
the-spot assessments and interventions can be challenging as they depend on a customer providing
substantive data on experience levels throughout the service period. Collecting this data from a
customer can become meaningless if this disrupts experience and affects the subsequent
experience levels. While this research suggests that managers creatively embrace new digital
technologies (e.g., smartphone apps) to organically incorporate them into service to make on-the-
spot interventions less disruptive, we should also caution about the possibility of undermining the
authentic customer experience if digitalisation tools used (e.g., cameras to capture customer

reactions and facial expressions) are viewed as unethical and intrusive.

3.5 Conclusion

To help businesses better utilise customer experience in service design, this study elaborates
how customer experience and value co-creation constructs can be bridged in an integrated

evaluation framework to deliver actionable insights for enhancing service offerings. It suggests that
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value co-creation can be observed and evaluated as a time-dependent and multidimensional
customer journey as it is experienced by a customer through their particular emotional, cognitive,
social and physical responses. The proposed framework provides a guide on how to capture the
value in experience and structuralise the evaluation of this customer journey. It does so by
identifying and addressing key conceptual limitations of prior approaches for assessing customer

experiences.

Through its interlinked facets of customer experience and value co-creation, the proposed
framework makes businesses appreciate the impact of changes in customer experience and service
design on service value. It enables the user to review dynamic individually determined customer
experiences to assess value in the experience during and beyond the service process, make on-the-
spot improvements to service operations, and follow up with a service redesign. The proposed
framework is also flexible enough to consistently accommodate new conceptual and practical

extensions related to evaluating customer experience and value co-creation.
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Chapter 4 Modelling and evaluating business
development programs by service-dominant

logic

4.1 Introduction

Since Vargo and Lusch’s initial proposal of the concept in 2004, service-dominant (S-D) logic
(Vargo and Lusch, 2004), a new alternative lens for business and economic activity, has drawn the
attention of scholars in business research, and its subsequent development has been radical (Vargo
and Lusch, 2016). In contrast to the traditional viewpoint of goods-dominant (G-D) logic that
focuses on a firm’s products and service offerings, S-D logic suggests that firms, customers, and
other actors in service are the parties and resource integrators who participate in the market
exchange. They do so by using their operant resources (e.g., specialised knowledge and skills) and
operand resources (e.g., machines and materials) for reciprocal and mutually beneficial service
provision (Lusch and Vargo, 2006). After the emergence of S-D logic, numerous related and
extended studies were conducted, including those on value propositions (Frow et al., 2014),
resource integration (Koskela-Huotari et al., 2016), and institutions (Vargo and Lusch, 2016). These
research issues related to S-D logic constitute a complete theoretical framework for the S-D-
oriented ecosystem that contributes to the understanding of the value co-creation of human

economic activities (Akaka et al., 2013; Vargo and Lusch, 2016).

S-D logic provides a clearer scope for analysing dynamic interactions in business, which differs
from the notion of the network as static. The S-D logical conceptualisation of a service ecosystem
allows us to structuralise the interplay of the service components, including the resource
integration, value proposition making, value determination, service process, and value co-creation
(Lusch and Vargo, 2014; Vargo and Lusch, 2016). The operation of S-D-oriented ecosystems
becomes the dynamics that enable us to understand economic exchange behaviours by means of a
systemic methodology and modelling. In an S-D-oriented ecosystem, customers’ opinions about
firms’ products and services and their successive decision-making and actions are considered and
combined with the firms’ activities to achieve the dynamic operations of the ecosystem. Such
modelling is closer to the economic operation in reality. After the conceptual formation of an S-D-
oriented ecosystem, many valuable research issues are essential to the development of S-D logic.

To explore the interactions among the actors, it is necessary to examine the structuralised S-D-
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oriented ecosystem dynamics.

However, S-D logic has not been introduced in previously developed networks of business
dynamics. Without a complete and dynamic scope, only a portion of the full picture of ecosystem
operations is revealed. Some of these networks have arranged the service ecosystem using a
process-oriented method that draws on G-D logic (Pargar et al., 2019). Emphasizing solely the roles
played by the supplier and the receiver prevents the complete internal structure of a service
ecosystem from being revealed. Some other frameworks and models are in the form of actor nodes
that emphasise the relationships among actors but neglect their actions (Tax et al., 2013;
Munksgaard and Medlin, 2014). To respond to these gaps, a dynamic operating systemic model is

needed for observation and utilisation in further S-D logic research.

This study develops S-D-oriented ecosystem dynamics to model each essential segment of a
practical service ecosystem by providing graphical mapping syntax, which previous service
ecosystems networks lacked. Based on S-D logic, this study enables the deconstruction of value co-
creation — the key element in the service ecosystem — into the three stages of estimation,
emergence and determination. Value, the driving force in the service ecosystem (Vargo and Lusch,
2004), prompts actors to perform the activities that generate the resource flow and constitute the
dynamics that have not yet been analysed completely in previous research. This study achieves an
implementation of S-D logic and the service ecosystem to contribute to firms’ business support and
also helps connect S-D logic to compatible and actionable methods and modelling for future

advancements in the development of S-D logic.

The rest of the chapter is organised as follows. Section 4.2 reviews previous studies on the
networks of business dynamics. Sections 4.3 and 4.4 present the approach construction of the
modelling of the S-D-oriented ecosystem and value co-creation. In Section 4.5 and 4.6, the
proposed modelling is utilised for two example cases including the decision-making of cross-
industry value co-creation of hotel and retailer and service design. Section 4.7 expands the service
ecosystem for decisions and strategies. Section 4.8 discusses this study’s contributions as well as its

limitations and suggestions. Finally, Section 4.9 presents conclusions.

4.2 Networks of business dynamics

Previous studies established the networks of business dynamics that have been widely used in
business evaluation, planning and decision-making. As follows, those networks can be classified

into process-based ones, actor-based ones and hybrid ones.
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4.2.1Process-based networks

Some networks are established in the form of business processes. This is because, from the
perspective of G-D logic on economic exchanges, the sequential relationships of a firm’s
production/service tasks lead to the development of networks of business dynamics according to a
process-based framework. The process-based networks emphasise the activities that are necessary
and executed (Pargar et al., 2019). However, a network based on process and activities views the
service as a step-based workflow from the firm to the customer and cannot reveal the relationships
and interactions of multiple actors since service is not an independent process between the two
endpoint actors — the firm and the customer. In addition, the resource movement and interaction
among actors are neglected while the service is completed via the interplay of many actors who

have resources to contribute to the service in different ways.

4.2.2 Actor-based networks

Networks of business dynamics are also established in which the actors are marked as nodes
(Tax et al., 2013; Munksgaard and Medlin, 2014). The actor-based networks provide an opportunity
to explore the value co-created by the actors. In the actor-based networks, there are clear links
among the actors (Kowalkowski et al., 2013; Abrahamsen et al., 2016; Térnroos et al., 2017; Hedvall
et al., 2019). An actor-based network can illustrate the relationships and connections that are
obscured in a process-based system. However, in an actor-based network, even with value
constellations, the courses of resource integration and value proposition making cannot be
analysed yet as the network is still static without resources flowing among the actors. The value
interactions among the actors are always related to the resource integration that is the antecedent
of the value proposition making. The value interactions between the two actors only occur when
one actor (usually a firm) integrates resources and proposes a value proposition that directly or

indirectly attracts another actor (i.e., the beneficiary) to participate in the service process.

4.2.3 Hybrid networks

The networks of business dynamics required by the firm should not only illustrate fragments
of the firm’s operations but should also be compatible across all key elements in the service
ecosystems, including the resource integration, value proposition making, and service process. The
complete features of value co-creation cannot be modeled until these key elements are considered.
To understand the service ecosystem, previous studies have established hybrid networks by

combining actors and processes (Ford and Mouzas, 2013; Ramos et al., 2013; Harvey, 2016;
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Okdinawati et al., 2017) and modelling the value network, which focused on the exchange value
(Daaboul et al., 2014). Although these studies built the conceptual framework of network business
dynamics, they did not completely model the dynamic interactions and value-in-use based on S-D
logic. To fill gaps in the previous literature on networks of business dynamics, this research
proposes a framework based on the service ecosystem through the lens of S-D logic. A complete

modelling of S-D-oriented dynamics will enable us to capture the whole of the service ecosystem.

4.2.4 Service ecosystem utilisations for business

The developed framework mapping the service ecosystem has been utilised to explain the
possible phenomena in a service ecosystem and illustrate the related theoretical arguments. This
helps us to understand the actions taken by actors in a service ecosystem to acquire the benefits
that accord with their self-interests. The impact that such acts may have on other actors has, in
turn, an impact on the ecosystem as a whole (Mele et al., 2018). The introduction of S-D logic to
service ecosystem frameworks led to the discovery of a wider direction of business utilisation. S-D
logic supports a conception of services that eliminates the distinction between goods and services
from previous industrial perspectives (Smith et al., 2014) and upgrades Porter’s (1985) value chain
framework to an open actor network and platform. It also shifts the viewpoint from business-to-
business (B2B) to actor-to-actor (A2A) and helps firms to better identify action plans (Fehrer et al.,
2018). The complex ecosystem framework enables the development of service design and
innovation based on multiple interactions among actors (Patricio et al., 2018). Furthermore, a
strategic framework for a firm can be established by utilizing an S-D-oriented ecosystem (Karpen et
al., 2012). The continuous development of the service ecosystem framework allows its
implementation to be expanded from society and organisation to business support in both the

micro and macro domains.

4.3 Approach construction

Increasingly important S-D logic research issues are informing the development of theoretical
frameworks that potentially have a business and economic implications and applications in various
sectors. However, these research issues are conceptual propositions that lack the capacity for
demonstration or sandbox experiments. This creates obstacles for future S-D logic research. The
aim of developing a model of S-D-oriented ecosystem dynamics is to provide a platform for the
theoretic exploration and practical experiments and demonstrations related to S-D logic, among

which there remain some gaps. There are gaps because actors are always part of a larger service
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ecosystem in which complex exchanges occur. According to the second S-D logic FP, most actors in
an organisation offer services on small and isolated aspects and experience difficulties in
distinguishing their interfaces from those of the external actors with whom an organisation engages
in exchange (Lusch and Vargo, 2014). The complexity of the exchange’s chain effect and ecosystem
has to be observed if the actors would like to make decisions based on the whole picture,
understanding where they are in the ecosystem, and understanding their relationships with the

resources and with other actors.

In the proposed ecosystem dynamics, elements are developed based on the existing
framework of discrete-event simulation that has advantages in evaluating more complicated
situations in business and manufacturing and in framing individual elements that account for
available resources, constraints, and interaction rules (Allen, 2011; Hall, 2012). Previous studies
employed discrete-event simulation to develop the actors’ behavior modelling (Daaboul et al., 2014;
Greasley and Owen, 2018). Due to the considerable development of discrete-event simulation
platforms and tools, the employment and adaptation of a discrete-event simulation framework lays
the groundwork for further computer-aided implementations that enable the modelling of larger
ecosystem dynamics. The simple and generic components allow an extension of the proposed

ecosystem dynamics to a broader scale and a more complicated S-D-oriented ecosystem.

4.3.1 Modelling the objects: actors and resources

In the economic exchange activities of human society, actors are the proactive participants
thatinteract with one another. Instead of classifying firms and customers, S-D logic describes actors
in FP6 as follows: “Value is co-created by multiple actors, always including the beneficiary.” This
was updated and established as an axiom in 2016 (Vargo and Lusch, 2016, p.8). FP6 determines the
multiple participations of different actors in value co-creation. These actors are the nodes linked to
each other, from a dyad at the micro-, meso-, and macro-context levels to the meta-layer of an S-

D-oriented ecosystem (Chandler and Vargo, 2011).

In an S-D-oriented ecosystem, the actors are the only objects that can control and use
resources, propose and estimate value propositions, participate in service processes with other
actors, and integrate resources. An actor refers to one or more units that have the free will to
perform actions. Actors exist in many forms; they may be a customer, a firm, a party, or any kind of
group. Of greater importance, the relationships among actors refer to their participation instead of
their value input or output, as described in FP7, which was updated in 2016: “Actors cannot deliver

value but can participate in the creation and offering of value propositions” (Vargo and Lusch, 2016,
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p.8). In S-D logic, all of the actors, including customers, firms, manufacturers, wholesalers, and
retailers, are dynamic actors in the value network and collaborate in the co-creation of value (Flint
et al., 2014). The beneficiaries are the actors driving value co-creation. The determination of the

value that is worthy of being co-created depends on the resource density.

Resource is also one of the basic components of an S-D-oriented ecosystem. Resources,
represented by circles in Figure 21, are required to perform tasks. The resource can be delivered,
exchanged, and integrated into further operations in the S-D-oriented ecosystem. S-D logic strongly
enforces resources that are defined distinctly from how G-D logic defines limited physical resources.
According to S-D logic, these can be operand resources, such as a new automobile or money; these
can also be operant resources, such as driving or cooking skills. A circle refers to a bundle of the
same type of resource. Each bundle of resources is accessible to one or more actors. These
dominative actors have the right to control and use the resource bundle. As shown in Figure 21,
there are four types of lines used to represent the subordinate relations between components. The
line of the hollow single arrow refers to the actor’s participation, referring to value proposition,
service process, and resource integration. The line presenting the proposition-triggering service
process is illustrated with both ends of the line as solid dots. The line of the solid single arrow

presents the resource flow. The solid double arrow refers to the contribution to value.
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Actor 1 Actor 2
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Figure 21. The objects and activities in an S-D oriented ecosystem.

4.3.2 Modelling the activities: value proposition making, service process, and resource

integration

In the S-D-oriented ecosystem, according to each one’s own will, the actors will carry out some

activities, including value proposition making, service process, and resource integration. The

activities are performed by individual actors or the interactions among actors and contribute to the

flow of resources among the actors.

1. Value proposition making

In S-D logic, value proposition making is the precedent of the service process. Frow et al. (2014,

p.340) created a definition for a value proposition that fits in with S-D logic: “A value proposition
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can be viewed as a dynamic and adjusting mechanism for negotiating how resources are shared
within an S-D oriented ecosystem.” As the interplay’s originator, the proactive actor (e.g., usually a
firm) will make a value proposition by integrating available resources to design a service process
activity plan and conveying the plan to the beneficiaries (the targeted actors — usually customers)
in order to engage in service processes with them. After the beneficiaries receive the value
proposition, they decide between participating in the value proposition and participating in
alternative actions (i.e., participating in other attractive value propositions or performing no actions
if none of the propositions is of value for the beneficiary). The expected corresponding actions of
the beneficiary are the evaluation and determination (FP8 and FP10). If the proposed value
proposition is subjectively more valuable than other choices and the actor has sufficient resources
for the corresponding service process, it will be implemented as a service process. Most firms as
actors aim to offer value propositions of worth for other actors. Commercial marketing methods
and promotional activities are applied, and value propositions are usually proposed and
transmitted in many forms, including oral invitation, flyer, advertisement, proposal, and
presentation. Firms make value propositions receivable, comprehensive, and evaluable for other
actors by conducting marketing operations like advertisements, trade platforms, and other kinds of
involvement. All these measures aim to persuade the targeted beneficiaries to participate in an

exchange (i.e., buying products or services, according to G-D logic).

2. Service process

When the actor agrees with the value proposition and has sufficient resources, a service
process will be implemented. The most basic exchange model is simple and similar to those under
G-D logic; however, this research aims to build a complete model capable of illustrating the whole
dynamic ecosystem from the perspective of S-D logic. The actors co-participate in a service process
if the proposed value proposition is considered to have value. In G-D logic, the goods or services
delivered are emphasised as the core of the exchange (Vargo and Lusch, 2008). However, this limits
our understanding of the nature of exchange and the created value. According to the first FP and
axiom of S-D logic, “Service is the fundamental basis of exchange.” The focus on service process
instead of goods exchange is due to the fact that actors are driven by the acquisition of the final

value rather than the acquisition of physical resources.

Figure 21 shows a single exchange as a business transaction. If any actor thinks that the value
proposition merits implementation, they will accept the invitation of the value proposition and
participate in the service process. In Figure 21, as Actor 2 believes that the service process with the
firm is worthy, they participate in Service Process 1 in the form of a transaction. The corresponding
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resource flow occurs to transfer a specific amount of resources between dominative resources,
represented by the circles. Service Process 1 will transfer Actor 1’s Resource 1 to Resource 4, which
is subordinate to Actor 2, and transfer Actor 2’s Resource 3 to Resource 2, which is subordinate to
Actor 1. All exchanges in our society, particularly market exchanges, occur commonly and can be

examined similarly to the illustration in Figure 21.

3. Resource integration

An actor integrates their dominative resources individually while the value proposition making
and the service process are implemented in the form of interactions among actors. All actors are
resource integrators who are seeking resource density (Flint et al., 2014). The most important
resource integration involves integrating operand resources (e.g., usually physical materials, such
as a machine) and operant resources, including knowledge and information. Any combination of
operand and operant resources can be applicable for actors, which may bring new types of
resources into the ecosystem after integration. As indicated by FP4, “operant resources are the
fundamental source of strategic benefit” (Vargo and Lusch, 2016, p.8), and collecting operant
resources, such as the skills and planning required for resource integration and utilisation, leads to

an advantage for an actor in the creation of attractive value propositions.

As shown in Figure 21, this study forms a logical model for resource integration from the
resource queue, as represented by the circles, as previous S-D logic literature lacked a clear
structure for resource integration (Hartwig et al., 2021). In the figure, a rectangle is used to
represent an activity of resource integration. The lines with arrows are used to represent the
participation; they connect actors and their dominative resources to resource integration, which is
one kind of activity. Actor 2 implements Resource Integration 1 using Resources 4 and 5 after the
service process, as shown in Figure 21. This activity brings Actor 2 a new resource — Resource 6.
Actor 2 dominates this new resource and can use it for other activities, including other service
process and resource integrations. The resource integration in the figure is simplified as there are
usually numerous kinds of resources for resource integration, including personally dominative
resources (e.g., automobile insurance and driving skills) and publicly applicable resources (e.g., a

system of roads and laws governing driving behavior).

The objects and activities proposed above form a system of basic exchange that also fits in
with the traditional perspectives of economic interactions that are still based on G-D logic. To
address the need to understand value co-creation in a real-life service ecosystem, this study

extends the G-D orientation to an S-D orientation to model the service ecosystem.
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4.4 Modelling value co-creation in business development

Value co-creation is the core concept of S-D logic. However, little is known about value co-
creation except for its formation as a conceptual context (Gronroos, 2011) (cf. Carti and Cova, 2003;
Sanchez-Fernandez and Iniesta-Bonillo, 2007). Moreover, the roles of the co-creators of value —
both the firms and the customers — are still questioned and argued over although they constitute
the sixth FP of S-D logic, “Value is co-created by multiple actors, always including the beneficiary,”
updated by Vargo and Lusch (2016). This is because the presently developed conceptual and
theoretical frameworks for the roles and activities of different actors remain unclear and have not
led to a conclusive statement (Grénroos, 2011). These arguments obstruct further research and
business applications of S-D logic. Thus, this study models value co-creation as part of the

methodology necessary for demonstrating and solidifying the conceptual framework of S-D logic.

4.4.1 Value as the driving force behind activities

S-D logic emphasises that the value-in-use is as important as the exchange value that focuses
on the amount of monetary resources flowing among the actors in trade (Vargo and Lusch, 2006;
2008). The exchange value occurs only during the service process, usually in the form of prices and
payment; however, the operation of the value-in-use occurs through the related activities of the
actors, including value proposition making, service process, and successive activities. The value-in-
use comes from the actor’s use experience, in which, at certain times and locations and under some
conditions, the actor combines and applies corresponding skills or methods to use the operand and
operant resources to achieve the integrated transformation (Ranjan and Read, 2016). Thus, value
in the S-D-oriented ecosystem should contain both the exchange value and the value-in-use. For an
actor, acquiring value from services can be interpreted as a journey of personal experience and
interactions with other actors (Vega-Vazquez et al., 2013; Razmdoost et al., 2019). The formation
of value is time-dependent because of the actor’s interactive experience with value proposition
making, service process, and successively related activities (Liu et al., 2019). The time-dependent
characteristic of value reflects the need for a dynamic model to understand value in an S-D-oriented

ecosystem.

In the S-D-oriented ecosystem, value is the driving force of the interactions between the actor
and the resource. The actors — the people or the organisations — participate in the S-D-oriented
ecosystem by making decisions and performing activities, while the resources themselves are
passive objects ready for the actors to use. Value refers to the actor’s achievements of goals aiming

to develop the vision, missions, and strategies. Value is evaluated according to the actor’s
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acquisition and loss of resources related to value. As value links the actor with the resource, it has
the power to trigger people’s chain activities (Best et al., 2018), including value proposition making,
service process, and resource integration. These organisational or individual values may be defined
as meaningful successes by the actors. With different characteristics from those of resource, the
value-in-use cannot be delivered, exchanged, and integrated into the ecosystem. Value is oriented
from resources and subjectively belongs to certain actors, given that it contains the value-in-use
that reflects individual motivations and goals. It constitutes FP10, “value is always uniquely and
phenomenologically determined by the beneficiary,” which is established as an axiom in S-D logic
research. Value’s characteristic of subjectivity is also needed to model S-D-oriented ecosystem

dynamics.

4.4.2 The value co-creation dynamics: estimation, emergence, and determination

Value co-creation is a core concept of S-D logic. FP6 and FP7 of S-D logic state that value is
never delivered by one actor but co-created by multiple actors (Vargo and Lusch, 2016). The co-
creation occurs not only in exchange but also in the use and further integration of what is
exchanged (Lusch and Vargo, 2014). For example, language that is not used has no value, although
it remains an existing mechanism. When two or more actors are involved in using language and use
it for communication (e.g., acquiring knowledge) and further applications of communication
outcomes (e.g., integrating the knowledge with other related knowledge and skills needed for
further exchanges with other actors), the language has co-created value. Since co-created value is
embedded in a series of activities — from the exchange between two actors to the successive
activities of resource integration and service process — all these activities must be evaluated
collectively to assess co-created value. This argument is distinct from those of G-D logic that only
focus on exchange value (prices). According to value’s characteristics of time-dependence and
subjectivity mentioned above, this study frames the progress of value formation through three
stages, as shown in Figure 22. The three sequential stages comprise estimation during the value
proposition making, emergence in the service process, and determination from the acquisition of

resources during the actor’s successive activities.
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Figure 22. The three stages of value co-creation.

1. Value estimation

When receiving a value proposition proposed by another actor, one actor starts to estimate
the potential value. In the estimation, the actors follow a logic that is similar to building
expectations with needs and goals (Eggert et al., 2019). For the actors, it is a prediction of the value
according to the resource acquisition and loss, which contains not only the benefits and costs
surrounding the service process performed with each other (Eggert et al., 2019) but also the
successive activities after the service process. The estimation result leads to a decision of whether
to participate in the service process. If the value proposition is judged worthy in value, an actor will
be driven to participate in the corresponding service process; however, the actor’s judgment of
whether the value is worthy or not is subjective. For the same value proposition, the value is judged
differently by different actors who receive the value proposition. This is because there are different
successive activities after the service process, although the exchange value, usually the trading price,
is the same for all actors. Given that personal realisation is subjective, value is estimated and
assessed on a scale that is a combination of resource acquisition and loss prediction that reflects
the integrated importance of predicted resource acquisition and loss (e.g., the product and
monetary payment) instead of the predicted number of acquired resources. The actors’ value
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estimations can be viewed as a driver of the individual trajectories of their decisions and activities.

2. Value emergence

The actor’s value estimation leads to value emergence in the service process. Value emergence
is dependent on a process of co-creation by the participating actors from both sides. S-D logic
argues that value is always co-created not only by one actor, usually the firm, but also the
beneficiary, usually the customer. However, value-in-use refers to the value created during the
actor’s use of the resources gained from the service process, and the use occurs during successive
activities. Value co-creation is the emergence of value; however, the level of value is not yet
determined. During the service process, the emergence of value is confirmed, but the actor cannot
know what the level of value is until the successive, related activities have been completed. For
example, when a person pays money to acquire a car in the service process with a car firm, the level
of value in this exchange depends on what the car will subsequently be used for, such as delivering
products, taking children to school, or merely keeping the car in the garage. Thus, in a service
process, only the exchange of monetary prices and the value emergence have been confirmed; the

level of value remains indeterminate.

3. Value determination

A service process confirms value emergence rather than value level since the emerging value
is incomplete and lacks the value-in-use. Given that the value-in-use itself is a form of experience,
value must be determined when the relatively experienced activities occur and are completed.
Starting from the service process, the actor experiences a series of activities, leading to a uniquely
determined value (Payne et al., 2008; Gronroos and Voima, 2013). Determining the value from the
experience of activities is subjective because the experienced activities exceed the characteristics
of products or service offerings (Ranjan and Read, 2016; Razmdoost et al.,, 2019). Value
determination focuses on personal motivations, needs, goals, changes, and interactions. The
achievement of these personal realisations is based on the pursuits of acquiring corresponding
resources from successive activities. Given that personal realisation is subjective, similar to value
estimation, value is determined and assessed on a scale. The value scale is a combination of
resource change outcomes that reflect the integrated importance of resource acquisition and loss
instead of the number of acquired resources. The determined value-in-use may be more or less
than the estimated value during the former value proposition making (e.g., above or below the
customer’s expectations after the service offerings). The determination outcome will subjectively
affect the actor’s future value estimations.

83



Chapter 4 Modelling and evaluating business development programs by service-dominant logic

The three-stage deconstruction of value co-creation mentioned above reveals the key
elements of value: estimation, emergence, and determination. In the example of a car purchase
transaction, the value of buying a car is subjectively estimated by the customer who receives the
proposal of specifications and a price that reflects the value proposition from the car firm. The value
proposition is estimated as a worthy choice containing acceptable resource acquisition (i.e., the car)
and loss (i.e., the payment). The customer then participates in the service process with the car firm,
from which value emerges, although its level is not determined yet. After the buyer uses the car for
personal specific needs for a number of days, the value level is determined, and the value co-
creation is complete. The whole three-stage picture of value co-creation is necessary to model the

force that creates the linkages between actors and resources in the S-D-oriented ecosystem.

4.4.3 The S-D oriented ecosystem driven by value co-creation

The objects, activities, and values comprise the S-D-oriented ecosystem. As shown in Figure 23,
Actor 1’s and Actor 2’s efforts to fulfill specific needs and achieve the final value co-creation can be
revealed in our proposed model. Actor 1 and Actor 2 can use their dominative Resources to launch
activities. The activities of actors in the S-D-oriented ecosystem involve resource manipulation.
They include Service Process 1 and Resource Integration 1 in Actor 2’s successive activities. Service
process and resource integration aim to accomplish the co-creation of Actor 1’s Value 1 and Actor
2’s Value 2 from estimation and emergence to the final determination. One of the most important
values for a firm is to earn an increasing number of service rights (money); however, some non-
profit organisations may have different values, including helping a greater number of people. For
an individual, the objectives are to satisfy various kinds of needs. Each value may be achieved by
obtaining a sufficient number of a range of resources. When the S-D-oriented ecosystem is modeled,
the resource changes in volume and domination can be quantified and observed at every time point
of the ecosystem. The model also helps us to track the resource flows and determine the real final

value of an actor’s involvement in resource integration and service process.

The involvement of actors is shown as the lines with arrows in the S-D-oriented ecosystem
model. This involvement, including resource integration and service process, occurs over time and
continuously develops a complex web of value-creating relationships (Lusch and Vargo, 2014). In
these activities, each actor participates in an exchange or conducts resource integration by offering
some dominative resources and acquiring other resources. This is how value co-creation occurs
from the viewpoint of S-D logic. Our proposed model for the S-D-oriented ecosystem provides a

useful tool to understand the complexity of business interactions and scenarios.
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Figure 23. The dynamics of value in an S-D oriented ecosystem.

4.4.4 Applying the proposed model for decision-making

The proposed model of service ecosystem dynamics can be applied to the decision-making
analysis of business development. As an actor in the service ecosystem, a company must begin by
establishing a service ecosystem in which the company is the centre. Then, the company explores
the potential to pursue the value and the possible opportunities of program development. When
the initial plan of programs is found in the service ecosystem dynamics, the company analyses,
evaluates, and compares the programs. Finally, decisions are made to select the most valuable

program. In the next two sections, two example cases are given to demonstrate how to apply the
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proposed model to assist decision-making in the context of business development.

4.5 Example 1: Cross-industry value co-creation of hotel and retailer

The advantages of the proposed model cannot be shown by its elements and framework alone
since these are captured by existing methods. Thus, this study employs a case to show the
utilisation of the proposed S-D-oriented ecosystem dynamics. A hotel, which has been in operation
for 16 years, is scheduled to undergo a major renovation this year, replacing and decorating the
lobby, room furniture, lighting, decoration, appliances, and equipment with new items. One
retailer’s items include furniture and goods that are expected to be updated. The retailer sells
household and consumer goods, sells its products according to the desired lifestyle. The products
range from furniture, stationery, and clothing to food and kitchen appliances to give the customer
a clear image of a lifestyle. The retailer has a good reputation in the market because of the style
and quality of the goods. The retailer’s furniture and goods are compatible with the hotel’s style.
The retailer hopes to take on the hotel’s refurbished furniture and goods purchases for a total of
NTD 496,000,000 and give a 10% discount on furniture and goods purchases (i.e., a reduction of
NTD 4,960,000).

According to the S-D logic, the retailer put forward this proposal to make a value proposition.
If the hotel accepts this value proposition and makes the service process with the retailer, the
retailer’s style of environment will be created, and the hotel becomes a space for customers to
experience and evaluate the retailer’s style during their accommodation. Whether this retailer’s
value proposition is worth accepting requires further analysis and evaluation. Therefore, the hotel
is based on the S-D direct ecosystem established by this institute, gradually analysing the impact of

working with the retailer.

4.5.1 The S-D oriented ecosystem dynamics

Before the decision-making of the retailer’s furniture and goods for decoration, the hotel’s
interaction with customers can be presented as a partial service ecosystem dynamics, as shown in
Figure 24. The dynamics are the same as the customer service of other hotels. After the hotel has
put forward a value proposition for hotel accommodation, the customer who considers the hotel
to be the accommodation in the travel will accept the value proposition and exchange services with
the hotel. This service process is initiated because it increases the value for both the hotel and its

customers (i.e., business growth and satisfaction of both actors).
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When the hotel wants to source furniture and goods for renovations from any retailer, the
service ecosystem dynamics change, as shown in Figure 25. For the hotel, the service process with
the retailer is a common practice. Through this service process, the hotel is only intended to obtain
the necessary resources for operation (i.e., renovated hotels with renovated halls, room furniture,
lighting, decorations, appliances, and equipment replaced with new products). In Figure 25, the
limited-service ecosystem dynamic, the hotel can only see that the retailer has increased its profits

by selling more products to increase the retailer’s value, business growth.

Hotel Customer
Purchase of
Hotel hotel
accommodation accommodation
Business Enjoyable

Th; ,:mt;zl growth life

withou [Accommodation

specific Profit Money during travels
decorative

style

Figure 24. The general dynamics of the hotel and the customer.
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Figure 25. The partial service ecosystem dynamics between the hotel and the retailer.

But when the S-D logic is adopted, through a comprehensive analysis of the service ecosystem

dynamics to understand the hotel and the retailer after the service process, we can further discover

the opportunities for value co-creation. In contrast to other retailers, this retailer proposes a value

proposition as the discounts offered on purchases. When the hotel accepts this value proposition,

it can save the renovation expenditure. The customers who come to this hotel will fully experience

the entire space layout of the retailer’s style of furniture and goods. This change, which differs from

the pre-renovation, can be presented and further analysed dynamically through the service

ecosystem. As shown in Figure 26, obtaining discounts and saving expenditure can also benefit the

hotel by increasing the hotel’s value, business growth.
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Figure 26. The purchase discounts of hotel decoration contribute to the hotel’s value.
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On the other hand, customers who like the style of the retailer’s products in this hotel will
serve as a reference on how to decorate their own homes after experiencing the entire space layout
of the retailer’s furniture and goods. These customers will further integrate the home’s references
with their personal preferences to generate a plan for decorating the home and a plan to buy the
required products from the retailer, much of which the customer has actually used and experienced
while staying in the hotel. This purchase by the customer will increase the retailer’s profit and
further increase the value, business growth. Figure 26 presents an extended and complete service
ecosystem dynamics. This analysis allows the hotel to understand why the retailer would like to

offer discounts to win the hotel’s purchase.

4.5.2 Program development

While evaluating the retailer’s value proposition, Program A, the hotel’s management team
also explores other possible programs. The management team believes their hotel can have
advanced collaborations with the retailer and proposes another program, Program B. In Program B,
the hotel trains its own service staff to give them a deeper understanding of the retailer’s products.
In this way, the hotel’s staff can introduce the retailer’s furniture and goods (e.g., the quality, source
of raw materials, style of overall space layout, etc.), as well as discounts for the hotel’s customers
to buy the retailer’s products. Through further marketing activities, the proportion of hotel
customers buying furniture from the retailer will increase. In order to give the hotel a strong
motivation, the hotel shares 15% of the profit from the hotel’s customers buying the retailer’s
products, the remaining 85% going to the retailer. In this program, profit sharing replaces purchase
discounts. The hotel’s management team presents Program B with the service ecosystem dynamics

shown in Figure 27.
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Figure 27. Program B: the profit-sharing of retailer’s products contributes to the hotel’s value.
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As shown in Figure 26 and 27, the partnership between the retailer and the hotel, originally in
Program A, in which the retailer proposes the value proposition, has now been changed to Program
B, in which the hotel is to propose a new value proposition. In the collaboration in marketing, when
customers buy the retailer’s furniture and goods, they will benefit both the retailer and the hotel,
thereby increasing value for both actors, business growth. In Program A, the hotel only acquires the
savings in procurement costs, while in Program B, the service process is advanced for more value

co-creation with the retailer.

4.5.3 Analysis and decision-making

The hotel’s management team must further analyse Program A and B in order to make the
most valuable decisions for the hotel. For Program A, the retailer’s offer of a discount on purchases,
the hotel utilised the surveys of customers and profit estimation to conduct the analysis. To
understand the impact of this collaboration on customers, the hotel surveyed 1,068 customers who
came to stay (only the one who paid was surveyed in each room). Of the customers surveyed, 192
(18%) were those who preferred the retail style, 868 (81.2%) were neutral customers who had no
preference for the retail style, and the remaining 8 (0.7%) disliked the retail style. The survey asks
more about target customers who prefer this retail style. A total of 131 respondents (68.2% of these
target customers and 12.3% of all customers who came to stay) thought that if the furniture and

items were actually used in the hotel, they might decide to buy the retailer’s goods.

The hotel obtained the consumer statistics of the retailer’s customers from the retailer.
Because the average replacement of furniture and accessories has a longer period of purchase of
new products, it is reasonable to count consumption data on a cycle of five years. According to the
retailer’s sales data analysis, the average purchase amount per customer per five years is NTD
21,625. To buy a complete set of space layout furniture, each customer, on average, would take
five years to buy, and the amount is NTD 49,300. The difference in the amount between the two

methods of consumption is NTD 27,675.

The hotel has an average of 289,080 customers per five-year stay (one person counted for a
room). Among them, there are 179,229 customers who will experience the retailer’s furniture and
goods in five years after deducting the customers who visit for more than one time in five years.
According to the above survey results, 32,261 (18%) of them would prefer the retailer’s goods style,
assuming that 30% of them would experience the furniture and items at the hotel and go on to
purchase the furniture and items sporadically. At a gross margin of 12.2%, the retailer made a five-

year profit of NTD 32,677,328.
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On the other hand, the survey asked more about neutral customers who had no preference
for the retail style. Three hundred sixty-six respondents (42.2% of these neutral customers and
34.3% of all customers who came to stay) said they would be aware of and consider buying the
retailer’s goods if they had actually used the furniture and items in the hotel. These customers may
bring new consumers and revenue to the retailer. In the long run, while these customers may also
bring new users and revenue to the retailer, the impact is larger and longer, so it is not included in
the five-year estimate of increased profits. In addition, a very small number of the hotel’s customers
are in the style of the retail goods. Hotels can keep a small number of rooms without using this

retail-style furniture and items to retain these customers.

The management team also conducted an estimation analysis of Program B (i.e., to promote
and share profits in partnership with the retailer). Through the hotel’s efforts in promotion, 32,261
customers (18%) prefer the retailer’s style of goods, and after experiencing the furniture and items
in the hotel accommodation, the proportion of furniture and items purchased from the original
sporadic way of buying furniture and items is expected to increase from 30% to 40%, and the
retailer’s five-year profit will increase to NTD 43,570,771 yuan. Of this profit, 15% (NTD 6,535,466)
is shared with the hotel, and the rest, 85% (NTD 37,034,305), goes to the retailer. In addition, the
retailer will also increase its profits from NTD 2,628,800 to NTD 6,051,200 because it no longer

needs to offer discounts on purchases to the hotel.

The comparisons of Program A and B are shown in Table 6. In Program B, the hotel and the
retailer will be more profitable than in Program A. The value co-creation in Program B is significantly
better than thatin Program A. The hotel’s management team uses the analysis of service ecosystem
dynamics proposed by this study and develops decision-making support that can help the actors

make more valuable decisions.
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Table 6 Programs A and B for decision-making.

Comparison

Program A

Program B

Service process

Retailer - Hotel

Hotel - Customer

Retailer - Customer

By giving 10% discounts, the retailer
takes on the hotel’s refurbished
furniture and goods purchases.

Purchase of hotel accommodation

Transaction of the same products as
those used in the hotel

By a profit-sharing agreement of the
hotel’s customer purchasing the
retailer’s furniture and goods (hotel
15% and retailer 85%), the retailer
takes on the hotel’s refurbished
furniture and goods purchases, and
the hotel promotes the retailer’s
furniture and goods to the
accommodation customers.

Purchase of hotel accommodation

Transaction of the same products as
those used in the hotel

Value change

Hotel Business growth

Retailer Business

growth

Customer Enjoyable life

Increase
Expenditure saving from the
decoration discounts

NTD 4,960,000

Increase
Sale’s profit of hotel’s customer-
purchasing the retailer’s furniture
and goods
+32,677,328
Sale’s profit with discounts of hotel
decoration
+ 2,628,800
Total profit increases
NTD 35,306,128

Increase

(A decorated home is newly
implemented in addition to
accommodation during travels.)

Increase
Profit-sharing hotel’s customer
purchasing the retailer’s furniture
and goods

NTD 6,535,466

Increase
Profit-sharing purchase of hotel’s
customer-purchasing the retailer’s
furniture and goods

+ 37,034,305
Sale’s profit of the hotel decoration

+ 6,051,200
Total profit increase
NTD 43,085,505

Increase

(A decorated home is newly
implemented in addition to
accommodation during travels.)

Itisimportant for a firm to evaluate the interaction between existing and new businesses from

a customer perspective. The evaluation should use S-D logic, including value-in-use from outside of

the sale. The case selection demonstrates that the proposed model can be a powerful tool in

evaluation. The case shows how the actor’s value changes by the generation and replacement of

94



Chapter 4 Modelling and evaluating business development programs by service-dominant logic

the resources flowing between a series of activities. The retailer’s resource integration generates
innovation in its business development. The hotel business strengthens the branding and enables
more experiential interactions with the customers. To achieve this benefit, firms can use the S-D-
oriented ecosystem to provide support for evaluating business plans and seeking better

opportunities.

The case utilises the S-D-oriented ecosystem for business evaluation of a retailer that is
considering developing a hotel. The case is organised and adopted by two real-life cases of concern
in retailing and hospitality industries. It involves IKEA, which cooperated with Marriott to open
hotels by co-branding as Moxy Hotels in Europe, Asia, and the United States (Wang and Chung,
2015; Chong, 2017) and the MUIJI Corporation in Japan (Isomura and Huang, 2016), which

developed its hotel business and opened four hotels in Japan and China.

4.6 Example 2: Service design of the cup for beverages at the theme park

This research utilises the proposed graphical mapping syntax of service ecosystem dynamics
to analyse a service design case. The case comprises the use of an S-D-oriented ecosystem for the
service design of the serving of beverages in a theme park. Rather than examine one particular case,
the case is a general scenario where almost all theme parks use reusable and bespoke-designed
cups to sell drinks, and many of them provide the beverages in cups that convey their brand images,
such as a mascot, logo, or other depiction. Under G-D logic, if the theme park sells beverages with
only free cups, the price will be lower, and more customers will accept it. The reusable and designed
cups are viewed as value-added goods for selling beverages at a higher price. However, a theme
park anticipates offering better service experiences to acquire more revenue rather than only
focusing on the customer’s satisfaction with the drink they purchased. The service of the beverage

sale should be designed to acquire more value for both the theme park and the customer.

The service design can be illustrated and analysed using S-D oriented-ecosystem dynamics. The
ecosystem, as shown in Figure 28, focuses on the theme park, the customers, and their interactions.
The key points are marked in bold and brown. For the theme park, making reusable and designed
cups involves the resource integration of the theme park’s styles of image design and the
contracted production of the cups. In the resource integration, the theme park acquires a new
resource, the reusable and designed cups. This provides a new value proposition to the customer,

which is to drink the beverage and own a reusable and designed cup at the same time.
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Figure 28. The S-D oriented ecosystem dynamics involving the cup for beverages at the theme

park.

The theme park has the resources — the theme park’s style of image design, the contracted
production of the cups, reusable and bespoke-designed cups, the beverage, and the revenue. The
theme park pursues the value, which is business growth. After the service exchange with the
purchaser of the beverage in a reusable and bespoke-designed cup, the theme park acquires the
increased revenue that contributes to business growth. Before visiting the theme park, the
customer has the resources in the form of money. The customer pursues value: an enjoyable life.
When the customer visits the theme park and buys the beverage in a reusable and bespoke-
designed cup, the customer gains new or added resources: the satisfaction of drinking, a reusable
and bespoke-designed cup for daily use, the experience of visiting the theme park, and daily joy

from the theme park visit memories that contribute to the value of an enjoyable life.

Itis an ongoing process from value proposition to value co-creation by the participation of the
theme park as well as the customer. When the customer receives the value proposition (i.e., sees
the reusable and designed cup at the beverage stand in the theme park), they will estimate the
value from the service exchange of purchasing the beverage in a reusable and designed cup instead
of only from drinking. The customer knows that after participating in the service exchange, they
will have acquired a reusable and designed cup for daily use, which is a new personal resource for
them. This new resource can be in turn integrated with the experience of visiting the theme park

as the customer may recall memories related to the visit during their daily use of the cup. The
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customer can then gain more daily enjoyment from the theme park visit memories, which are
resources already acquired from the visit. As the customer foresees that a greater value (i.e., a more
enjoyable life) can be co-created in the successive activities after the visit with the purchase of a
beverage in a reusable and designed cup, they have higher motivation to participate in the new
kind of service exchange rather than only satisfying their thirst. By offering a more attractive value
proposition and service exchange, the theme park may acquire more revenue from the sale and
achieve greater value and business growth. Finally, the service enables more value co-creation for

both the customer and the theme park.

For a firm, the performance of service design is shown by the customer’s experience and
satisfaction at the latter stages of service development, but an evaluation method based on S-D
logic, which pays more attention to value co-creation, is lacking. The case selection demonstrates
that the proposed model can fill this gap. In this case, utilizing the S-D-oriented ecosystem dynamics
helps the theme park’s managers understand the value in the service design of integrating the
beverage with a reusable and designed cup. In the S-D-oriented ecosystem, the effect from the
actors’ interaction is clarified and clearly illustrated by the graphical mapping syntax. The syntax
also explains that value is the driving force behind the actors’ decisions and activities. This kind of
utilisation can be extended to a larger service design that offers more services and helps the firm

adjust the service program by focusing on value co-creation.

4.7 Expanding the service ecosystem for decisions and strategies

This chapter presents the supplementations of integrating and extending the research
frameworks and models, including scale and curving for the evaluation scheme, expansion into a
larger complex to support a firm’s decisions and strategies, assessing customer experiences in a
theme park, and ecosystem dynamics for a service design example case. Although these
supplementary materials are not the main parts of this research, they can be a support for the uses

and applications of the research outcomes.

The actors, both the customer and the firm, have to develop their strategic advantages to
create value through a series of decisions. The decisions for a firm in the service ecosystem are
difficult and complex because the customers (i.e., the beneficiaries) differ from one other and are
constantly re-estimating and re-determining the value of the value proposition and exchange. As a
result, the firm, as a resource-integrating actor, has to self-adjust and become agile and adaptable
to overtake its competition. A firm’s success in business lies in its ability to connect effectively with

other cooperative actors who want to provide necessary resources in turn (Lusch and Vargo, 2014).
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These linkage possibilities can be found in service ecosystem dynamics. A firm should make
continuous efforts to search for opportunities for innovation and growth from potential and new
relationships and innovative solutions (Windasari and Lin, 2021). When such attractive interactions
recur between the firm and the customers and involve solidarity and mutuality, the participating
customers tend to develop long-term relationships, like brand preference and loyalty, which leads
to the domestication of exchange partners (Lusch and Vargo, 2014). By exploring the service
ecosystem, we can discover and connect this correlation between actors and their resources with

a firm’s decisions and strategies.

For specific contexts, the case of service design is limited to the specific two actors, the firm
and certain customers. The utilised ecosystem dynamics in the case have narrower borders and are
only the partial networks of the whole service ecosystem. To support a firm’s decisions and
strategies, a strategic network framework is needed, but previous networks have encountered
difficulties in implementing the larger scale and complicated relationships. However, the proposed
S-D-oriented ecosystem dynamics can be further expanded into a larger complex. It can be
broadened from a micro-scale, which comprises only two actors, to a larger scale, which is similar
to a real-life service ecosystem. The conceptual diagram in Figure 29 shows multiple actors with
their own value(s). The actors employ their dominant resources to perform activities, including
value proposition, service exchange, and resource integration. The actors form a dynamic network
and make an impact on each other via the activities that drive the resource flows. The extended S-
D-oriented ecosystem enables a more comprehensive and broader view for the firm. The
implication is that the proposed S-D-oriented ecosystem dynamics can be developed to establish

strategic advantages.
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Figure 29. The service ecosystem extended to a larger scale.

The proposed ecosystem dynamics are also in line with the S-D logic’s nested framework of a
service ecosystem that can be extended by nested smaller ecosystems (Vargo and Lusch, 2016). To
capture the whole picture of the service ecosystem in various industries and markets, the proposed
S-D oriented ecosystem dynamics can also be flexibly extended to a larger complex according to
the level of ecosystem desired for review, including micro, meso, and macro ecosystems. The
larger-scale complex is significantly valuable for the firm to predict and evaluate multiple

complicated innovation interactions, customers’ reactions to the firm’s actions, and networking.

4.8 Discussion

The development of S-D logic has broadened perspectives in networks’ business dynamics,
particularly in marketing, consumer behavior, customer relationships, and other related issues
(Vargo and Lusch, 2004; 2008). Although S-D logic provides a clearer scope for analysing the service
ecosystem, it remains in the conceptual phase and has yet to be applied to the specific construction

of an ecosystem. Without modelling S-D logic, previous business dynamics networks have not
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revealed the whole picture of ecosystem operations.

By modelling the dynamics of a service ecosystem via a graphical mapping syntax based on S-
D logic, this study is the first to utilise S-D logic in a managerial approach to provide more support
to businesses than is offered by conceptual propositions. In doing so, it offers in-depth and
multifaceted insights into the useful analysis support of the beneficiary’s business decision-making.
This section reviews the resulting research contributions and practical implications, followed by a

summary of the potential for further research in this domain.

4.8.1Research contributions and practical implications

This study makes four key research contributions to the utilisation of S-D logic and the service
ecosystem for business. First, by proposing a modeled dynamic service ecosystem with an S-D logic
orientation, this study achieves the business utilisation of S-D logic that has always been a challenge
in past related studies. Following the foundational premises and axioms of S-D logic, the proposed
model not only extends existing conceptual S-D logic propositions (Vargo and Lusch, 2008) to a
specific graphical mapping syntax but also upgrades actor-centric and process-centric networks —
which traditionally only emphasised participating actors or business processes (Chandler and Vargo,
2011) —to an integrated complex of actors, activities, resources, and values. The model uses a small
number of easy-to-understand elements to present a service ecosystem that is sufficiently
applicable for business. The model implements the dynamics of a service ecosystem by presenting

a range of objects, activities, and their interactions with one another.

Second, this study addresses the lack of specific analysis of value co-creation in the literature.
It employs the conceptualisation of value-in-use in S-D logic to deconstruct value co-creation into
the three stages of value estimation, emergence, and determination. The deconstruction provides
a lens through which to distinguish the key elements and time points to review value co-creation.
Conversely, past studies have viewed value co-creation as an indivisible event throughout the
service process (Ranjan and Read, 2016). The deconstruction solves the problem of firms’ inability

to track and review the process of value co-creation.

Third, the cases in this study prove that S-D logic and service ecosystem dynamics are methods
that can be used rather than mere concepts that have been the focus of past research. This is of
greatest relevance to practice. This study introduces two cases to elaborate on the utilisations for
service design and business evaluation; these cases demonstrate that the proposed S-D-oriented

ecosystem dynamics is feasible to analyse different kinds of real-life business scenarios.
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Finally, the proposed ecosystem dynamics are also in line with the S-D logic’s nested
framework of a service ecosystem that can be extended by nested smaller ecosystems (Vargo and
Lusch, 2016). To capture the whole picture of the service ecosystem in various industries and
markets, the proposed S-D oriented ecosystem dynamics can also be flexibly extended to a larger
complex according to the level of ecosystem desired for review, including micro, meso, and macro
ecosystems. The larger-scale complex is significantly valuable for the firm to predict and evaluate
multiple complicated innovation interactions, customers’ reactions against the firm’s actions, and

networking.

This study points out the practical implications of S-D logic and a service ecosystem. First, the
implementation of S-D-oriented ecosystem modelling can encourage firms to employ S-D logic as a
powerful method for business operations. By tracking the resource flows through value proposition
makings, service processes, and resource integrations, firms can analyse the customer’s value
determination and decision-making from the perspective of S-D logic. It is significantly valuable for
the firm to determine the value co-created in the service in reality. Given its suitability for practical
scenarios, S-D logic is extended from logic to managerial methods. The S-D-oriented ecosystem
captures dynamics similar to those of a real-life service ecosystem and helps firms to clarify the
competition and opportunities in the business environment. This achievement allows S-D logic to

expand the space and opportunities for managerial usages in the future.

The second practical implication is that the deconstruction of value co-creation into three
stages presents a complete look at value creation that is intertwined with customer journey and
experience (Lusch and Vargo, 2014). This deconstruction innovatively transforms value co-creation
conceptualisation into an applicable framework that enables us to use value co-creation in service
ecosystem dynamics for predicting, tracking, and evaluating value in business operations. This
implementation demonstrates how to model value in the business process and presents the

model’s significant potential business applications.

4.8.2 Suggestions for further research

There are several potential future directions for this study. First, since S-D logic is generally
applicable to all exchanges in human society, our proposed S-D-oriented ecosystem dynamics
developed based on this logic can be a framework for studying many kinds of human interaction
behaviors. Second, according to our proposed model, the actors’ values drive the operation and
viability of the S-D-oriented ecosystem. Composed of value estimation, emergence, and

determination, value co-creation needs deeper and more applicable research. Finally, this study is
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a bridge between the conceptual research on S-D logic and business applications. For instance,
when S-D logic has been introduced in the supply chain research (Wang et al., 2020), our proposed

S-D oriented ecosystem dynamics can be employed to develop the needed quantitative modelling.

4.9 Conclusion

This study presents a model based on an exploratory study of S-D logic and a service ecosystem.
Based on the theoretical and conceptual arguments proposed in this research domain, the model
helps us clarify and understand how S-D logic dynamically works in a real-life service ecosystem.

The establishment of S-D logic for further development has been implemented in this study.
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Chapter 5 Mapping inter-organisational development

from a service ecosystem perspective

5.1 Introduction

Enterprises seek opportunities for value creation in line with their vision, mission, and
strategies, which range from business growth to environmental factors. Internal achievements
must be associated with organisations and individuals outside of the enterprise. For example,
Unilever’s personal care and cleaning products are designed with the vision of making sustainable
living commonplace. Its mission is to add vitality to life by meeting nutrition, hygiene, and personal
care needs while maximizing consumer benefits. Unilever’s strategy is to establish a consistent,
competitive, profitable, and responsible business as well as to improve health and well-being,
enhance livelihoods, and reduce environmental impact (Unilever Company, 2020). Thus, it is
imperative for Unilever to design and implement a holistic development program with a focus on
business growth (e.g., technology development, production capacity, and product quality) and
connections and interactions with external organisations and individuals. However, given that
enterprises have multiple development dimensions and interact with other organisations and
individuals, the value created through their development plan is often complex and cannot be
reduced to a single indicator (Murphy and Laczniak, 2019, Razmdoost et al., 2019). Compared with
the manufacturing industry, the complexity of value creation is more evident in water, power,
railway, automobile passenger transport, and rapid transit companies. Thus, enterprises,
particularly those seeking more than profit, must explore and understand the potential value of

candidate plans through co-creation with other organisations and individuals.

Value and its co-creation are contingent on various stakeholders in addition to the enterprise
itself. Thus, business networks are a feasible and common channel through which enterprises
explore development opportunities on the basis of their desired values (Abrahamsen et al., 2016;
Tornroos et al., 2017; Hedvall et al., 2019). Existing business network methods focus on evaluating
guantitative attributes such as profit and connectivity between actors, including social network
theory (Hinz et al., 2014; Monaghan et al., 2017) and actor-network theory (Baraldi et al., 2019;
Fernandes et al., 2019). However, enterprises still lack a systematised approach to understanding
interactions among actors and value changes (creations and impairments) resulting from resource

flows (i.e., exchange and integration).

The construction of any development plan must be informed by the dynamics between an
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enterprise and other organisations and individuals. Thus, it is imperative to examine the
relationship between an enterprise and society from an ecosystem perspective. Service-dominant
(S-D) logic offers a new lens to understand an enterprise’s ecosystem, or more specifically, a service
ecosystem comprising actors, value proposition makings, service processes, and resource
integration (Vargo and Lusch, 2008). A key factor in networks and configurations of relationships
and resources is value co-creation (Akaka et al., 2012). This study proposes an approach to value
co-creation in a service ecosystem by adopting S-D logic. The proposed approach will support
enterprises in evaluating their complex values and exploring opportunities to achieve these values.
The approach is applied to a case study in which an enterprise evaluates the incorporation of a new
actor in the service ecosystem and its impact on the enterprise’s achievement of its own desired

values.

The remainder of this chapter is organised as follows. Section 5.2 details the proposed
approach for value co-creation in the context of a service ecosystem. Section 5.3 applies the
approach to a case study of an enterprise. Section 5.4 discusses research contributions, practical
implications, and limitations and, accordingly, offers suggestions for future research. Section 5.56

concludes the chapter.

5.2 Proposed approach

This study establishes a development approach for value co-creation while accounting for the
dynamics of a service ecosystem. Figure 30 illustrates the seven main steps of the proposed
approach. The seven steps are based on the need to construct the S-D-oriented ecosystem
dynamics proposed in Chapter 4, including identifying the components in the dynamics and

exploring the potential developments between the actors, values, and resources.
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Identify key actors
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Figure 30. Steps of proposed approach.

An example case, Leezen, is used to present the utilisation of the seven-step approach. Leezen
is the largest organic retail chain in Taiwan, with more than 130 stores and 29 overseas outlets
across the United States, Canada, Singapore, Malaysia, and China. It supplies organic fruits and
vegetables, food, clothing made from organic cotton, and select household items. Leezen’s organic
lifestyle philosophy is a culmination of its collaborations with farmers, suppliers, and consumers

(Leezen, 2020).

The reason why this study selects Leezen as the particular case is that it has multiple values
that it pursues and it has various relationships with other organisations and individuals such as
customers, public and private sectors, farmers, suppliers, the media and non-profit organisations.
Leezen established a service ecosystem with many actors and a resource flow through various
activities. The social enterprise, although stable, is seeking better inter-organisational development.
Thus, this study applied the proposed seven-step approach to Leezen with the objective of

identifying valuable inter-organisational development programs.
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5.2.1 Identify key actors

The proposed approach explores inter-organisational opportunities for enterprise
development. The enterprise is the core actor in the service ecosystem. Thus, it must locate itself
at the centre of the service ecosystem and examine for actors with which it is closely connected.
The enterprise and surrounding actors are connected by nodes influenced by the dynamics in the
service ecosystem. In this first step, the enterprise must identify key actors and map them in the
service ecosystem. This will pave the way for the following steps of establishing and analysing

interactions and the associated values, resources, and activities.

For the example case of Leezen, the service ecosystem comprises the core actor, Leezen
Company Ltd., and other actors interacting with Leezen. Among the interacting actors, Leezen must
identify key actors in the service ecosystem. The interacting actors are classified into various
categories: customers, government, product suppliers, farmers, nonprofit organisations, media,
prise and award committees, communities, shared spaces, education institutions, banks, venture
philanthropy, crowd-funding platforms/organisations, incubators, sales platforms, and consultants.
In the initial mapping of the service ecosystem, actors classified under the same category are
illustrated using the same icon. This mapping can be extended to differentiate among actors of a

category when selecting a development program.

5.2.2 Determine key values and resources

Often, founding member(s) of an enterprise frame the content of values. Unlike tasks and
strategies, which are continually adjusted in line with an enterprise’s development, value remains
largely unchanged. A majority of enterprises focus on profitability. Enterprises’ values tend to differ,
and thus, the type of profitability pursued (e.g., short- vs. long-term profits) depends on an
enterprise’s values. In addition to profitability, enterprises focus on opportunities for development
and significant growth. Therefore, enterprises must carefully review the nature of their operations
(short, medium, or long term) to determine their desired values. Enterprises seeking to achieve
multiple values must collaborate with those outside the enterprise so that defined values can be
pursued by more than one actor. The values should be reflected and evaluated in the context of

the service ecosystem.

Once the core and surrounding actors are identified, the enterprise must determine resources
relevant to its values and whose acquisition or loss could result in value changes. Certain resources
may not belong to the actors but to the public (e.g., sunlight) or other actors in the network. S-D

logic classifies resources into operand and operant resources (Vargo and Lusch, 2008). Operand
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resources are objects and materials that can be operated and used by an actor (e.g., cars, wood,
and machines) (Vargo and Lusch, 2006). Operant resources, on the other hand, can be employed
or applied, such as knowledge, abilities, skills, and advantages (e.g., ability to drive a car, carve wood,
or operate a machine) (Vargo and Lusch, 2006). Operant resources also include customer

satisfaction and brand reputation that enterprises can obtain through service processes.

Changes in resources indicate an impact on an actor’s value, whose content may differ by
enterprise (e.g., resource quality). Value is not only an outcome of resource exchange and usage
but also a subjective assessment of resource acquisition and loss. Value assessments may be
guantitative (e.g., amount, rate, targets) or qualitative (e.g., stronger or weaker). The type of

assessment selected must elucidate the relationship between resource integration and value.

For the example case, Leezen has complex values, including profits as well as lifestyle and social
sustainability. Based on the interviews with Leezen’s customers and staff, this research highlights
three key values and dominant resources related to Leezen’s service ecosystem as shown in Table

7.

Table 7 Leezen’s value and dominant resource.

Actor Organisation Values of Leezen’s service ecosystem Dominant resource related to Leezen’s
service ecosystem

Al-Leezen |Leezen A1-V1: Become a financially balanced and  |A1-R1:Income
Ltd. Company Ltd. |operational social enterprise A1-R2: Products
A1-V2: Enhance engagement in an organic  |A1-R3: Staffs
lifestyle for the purpose of good health and |A1-R4: Stores

to reduce pesticide usage A1-R5: Experts with knowledge and ability to
A1-V3: Increase awareness and care for promote organic living
sustainable ecological environments A1-R6: R&D insight of organic products,

services, and cooperation projects

A1-R7: Mercy quality certification

A1-R8: Guaranteed acquisition mechanism
A1-R9: Online shopping platform

A1-R10: Magazine (Leezen Monthly)
A1-R11: Social networking sites (website,
Facebook, Twitter, LINE)

Leezen’s interacting actors have independent values. The actors must understand its general
business values as well as specific values associated with its operations. For instance, suppliers’
general values are profit and business growth, and key values contribute to the promotion of
healthy agricultural products and to sustainable ecological environments. Similarly, the specific
values of banks in Leezen’s service ecosystem are to support social enterprises as the main axis of
public welfare, contribute to the growth of social enterprises, expand social influence, assist social

enterprises in their development and mediation, and empower more social enterprises and
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potential businesses.

Table 6 lists the 12 dominant resources in Leezen’s service ecosystem. They include operand
(e.g., stores) and operant (e.g., R&D of organic products, services, and cooperation projects and
guaranteed acquisition mechanism) resources needed in the existing service ecosystem and for
potential development. Leezen must further identify the resources of key actors in its service
ecosystem. For instance, the key resources of Leezen’s media actor, Taiwan Public Television

Service Foundation, include TV channels, publications, and a website.

5.2.3 Analyse activities

Once an enterprise has identified key actors, value, and resources, the next step is analysing
activities by certain actors in the service ecosystem. A single actor or multiple actors initiate
activities ranging from resource integration to value proposition making. Resource integration
enables actors to generate new resources using existing ones. These newly generated resources
may be used in subsequent resource integration activities. They may also serve as a resource

condition for value propositions made by an actor to others in the service ecosystem.

Value proposition is based on an enterprise’s values and dominant resources (Frow and Eggert,
2020). The objective is to attract other actors and prepare for service processes. Value propositions
help an enterprise prepare for activities conducted in collaboration with other actors in the network
on the basis of its values. Multiple actors may contribute toward service processes or value

proposition makings, wherein certain actors are receivers.

Once a value proposition is accepted, the enterprise and concerned actors initiate a service
process that may result in a resource acquisition or loss. Service process is an interactive activity in
a service ecosystem that enables an enterprise and other actors to achieve goals in line with their
values. S-D logic cites the transaction of goods and services in a market as an example of a service
exchange. Money is used as a resource to gain service rights or in exchange for other resources
(e.g.,a car or haircut). The scope of a service process depends on whether it occurs at a micro, meso,
or macro-level (Akaka and Chandler 2019). During a service process, the enterprise and other actors
form a dyad wherein actors engage in complex interactions. At a macro level, complex interactions

can be understood by establishing a larger service ecosystem.

A key aspect of analysing activities is resource flow. Resource integration and service process
enable the acquisition of new resources and/or an increase or decrease in existing resources, which
in turn, impact an enterprise’s achievement of goals in line with its value. A food retailer, for

instance, may encourage its consumers to maximise their experience with the food while creating

108



Chapter 5 Mapping inter-organisational development from a service ecosystem perspective
minimum waste. It fulfills this value by investing in patented technology for food preservation

through service process.

For the example case, there are various activities in Leezen’s service ecosystem, including the
formation of activities, utilisation or exchanges of resources as inputs, generation or acquisition of
resources as output, and actor contributions on the basis of their independent values. This study
applied the seven-step approach to identify relevant activities. As mentioned, while resource
integration involves a certain actor, service process engages multiple actors. In the case of Leezen

and its actors, the service ecosystem expands outward toward the activities of other actors.

5.2.4 Strategically map service ecosystem dynamics

The actors, both the enterprise and its consumers, must develop strategic advantages to create
value through a series of decisions. However, these decisions can be complex because consumers
tend to vary and are constantly re-estimating and re-determining value. Consequently, an
enterprise as a resource-integrating actor must make adjustments to adapt to the dynamic
conditions and survive competition. The enterprise’s success is contingent on its ability to
effectively connect with other actors who can engage in resource integration or service processes
(Lusch and Vargo, 2014). A service ecosystem provides opportunities to establish such connections.
An enterprise must continually search for innovation and growth opportunities through potential
and new relationships. Interactions between an enterprise and a consumer that are mutual and
harmonious develop into long-term relationships, such as brand preference and loyalty, and the
ability to meet partners’ needs (Lusch and Vargo, 2014). An examination of a service ecosystem can

provide insight into the influence of actors and their resources on a firm’s decisions and strategies.

Service ecosystems are often faced with difficulties when expanding their scale (New and
Mitropoulos, 1995). A strategic network framework is needed to support a firm’s decisions and
strategies. The proposed S-D ecosystem can be expanded from a micro-scale, comprising two actors,
to a larger scale. Figure 31 is a conceptual diagram illustrating the complex relationships among
multiple actors and their independent value(s). In the figure, actors employ their dominant
resources to perform activities (e.g., value proposition making, service process, and resource
integration), form a dynamic network, and impact each other through activities driving resource
flows. The proposed S-D ecosystem provides a more comprehensive and broader view that can help

establish strategic advantages.
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Figure 31. The service ecosystem extended to a larger scale.
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Inter-organisational development involves multiple actors performing activities using their
resources. From an S-D perspective, dynamics and related changes form a highly complex service
ecosystem. Thus, enterprises must gain a clear understanding of the ecosystem and seek
opportunities for possible inter-organisational development. The proposed approach models the
service ecosystem components, including actors, resources, activities, and values, as graphical
mapping syntax (see Figure 31). The graphical mapping syntax supports enterprises in modelling
and evaluating business dynamics and in analysing actors’ decision-making behaviors by tracking

resource flows.

Unlike an actor network, mapping a service ecosystem is complex and focuses on resource
flow, activities, value co-creation, and potential schemes and scenarios (i.e., changes in actors,
resources, and values). Section 2 applies the proposed approach to an example case to demonstrate

its use in effectively exploring and evaluating opportunities for inter-organisational development.

A mapping of the service ecosystem dynamics provides a strategic view from an S-D
perspective with a focus on an enterprise’s value. Figure 32 maps the dynamics of Leezen’s service
ecosystem on the basis of its key actors, values, and resources, and activities. The mapping

highlights activities resulting from the search for values.
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Figure 32. Leezen’s service ecosystem dynamics.

5.2.5 Explore development potential

An enterprise can explore opportunities for inter-organisational development by mapping the
service ecosystem and create value using dominant resources. In a service ecosystem, the
enterprise can introduce new actors, experiment with different types of resource integration, and
influence service processes. This, in turn, facilitates further interactions between actors and creates

opportunities for new resource flow, thus enhancing value for certain actors.

To understand its own dominant resources, an enterprise must review the dominant resources
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of other actors. More reviews include if it is needed by other actors, if it can facilitate a new service
process and if it can be further integrated with other resources and transformed into what is
needed by any of the actors. Such An enterprise initiates such assessments with core actors and
gradually expands to those with weaker connections. The objective is to identify solutions that can

enhance value through a series of activities.

For the example case of Leezen, this study explored the potential to introduce new types of
actors, such as a university. This study selected a university in Northern Taiwan as a candidate since
it specialises in agricultural teaching and research. This study listed its values and resources as well
as those of the university and farmers with the objective of value co-creation. Table 8 presents the
dominant resources potentially related to Leezen’s service ecosystem, other dominant resources,

and key resources of actors.

Table 8 Value and dominant resource of Leezen, Farmers, and University.

Actor Organisation Values potentially related to Leezen’s Dominant resources potentially related to

service ecosystem Leezen’s service ecosystem
Al-Leezen |Leezen A1-V1: Become a financially balanced and  |A1-R1:Income
Ltd. Company Ltd. operational social enterprise A1-R2: Products
A1-V2: Enhance engagement in organic A1-R3: Staff
lifestyles (e.g., reduce the use of A1-R4: Stores
pesticides) A1-R5: Experts with knowledge and ability to
A1-V3: Increase awareness of and care for a promote organic lifestyles

sustainable ecological environment |A1-R6: R&D in organic products, services,
and collaborative projects

A1-R7: Mercy quality certification

A1-R8: Guaranteed acquisition mechanism

A1-R9: Online shopping platform

A1-R10: Magazine (Leezen Monthly)

A1-R11: Social networking sites (website,
Facebook, Twitter, LINE)

A1-R12: Promotional content

Al8- University A18-V1: Educate students A18-R1: Students enrolled in related courses
University A18-V2: Become a key player in the research |A18-R2: Students with learning abilities
A18-V3: Develop an influential research A18-R3: Professors and researchers
centre for social enterprises A18-R4: Student volunteer groups
A18-V4: Provide a research environment for |[A18-R5: Course platform and credit
academic and practical applications certification
A18-V5: Demonstrate social responsibility  |A18-R6: Research centres and labs
A18-V6: Cultivate social enterprise talents  [A18-R7: Activity space (classrooms, lecture
halls, campus)
A18-R8: Teaching and learning outcomes
A18-R9: Research outcomes
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A5- Farmers A5-V1: Earn profits A5-R1: Farm
Farmers A5-V2: Contribute to the promotion of A5-R2: Organic agriculture knowledge and
healthy agricultural products technologies
A5-V3: Contribute to sustainable ecological |A5-R3: Agricultural products
environments A5-R4: Revenue

5.2.6 Shortlist candidates of development programs

After completing the previously mentioned steps, an enterprise can form inter-organisational

development programs aimed at enhancing value. The programs may comprise the following:

1. initiate a direct service process with another actor to dominate new or insufficient

resources

2. integrate dominant resources to create and control new resources

3. engage in a service process to acquire resources needed for integration, and then

integrate the resources to create and dominate new resources

4. combine multiple activities of a service process and resource integration to create

and dominate new resources

The formulation of a comprehensive inter-organisational development program warrants
step-by-step planning. Using the proposed method, an enterprise can map the dynamics of the
service ecosystem to explore potential development programs. The enterprise must select
participants (i.e., organisations or people), appropriately assign activities to these actors, and

estimate any impact on actors’ resources and value.

For the example case of Leezen, this study arrived at a Leezen’s development program on the
basis of the analysis presented thus far. It planned to share its expertise on organic and healthy
living and ways to sustain an ecological environment with the university. The university would use
this information in its design of a course in which students will interact with and learn from farmers
and engage in a one-day farming experience. The students will also document their learnings
through a video, which serves as a final report. Table 9 presents the analysis of the value
propositions, value co-creation through a service process, and resource inputs and outputs. Leezen
can make two value propositions, one for the university and the other for the farmers. Leezen aims
to contribute expertise to the university’s courses on organic agriculture and related products. The
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course will be a service process that enhances certain values of Leezen (e.g., enhance engagement
in organic lifestyles for health and reduce pesticide usage and increase awareness and care for the
sustainable ecological environment) and of the university (educate students, demonstrate social

responsibility, and cultivate social enterprise talents).

Leezen’s second value proposition was made to the farmers. Leezen’s program would bring
students to the farmers. The students would help and interact with the farmers, experience farming,
and learn about organic agriculture and related products. The service process enhances both
Leezen’s and the farmers’ values (e.g., contribute to the promotion of healthy agricultural products

and sustainable ecological environments).

The service process generates promotional content, including videos and articles, as output.
The promotional content can be further integrated with Leezen’s online shopping platform,
magazine, and social networking sites to promote organic lifestyles, thus enhancing the enterprise’s

value.
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Table 9 Value proposition and service process among Leezen, Farmers, and University.

Maker of |Receiver of [Value proposition making Co-created value Resource inputs and outputs
Value Value strengthened through service process
Proposition |Proposition by service process
Al- A18- A1-A18-VP1: Al-Leezen Al-Leezen
Leezen University |e Leezen offers expertise to  |A1-V2: Enhance engagement |Input:
the university’s courses on in organic lifestyles for |A1-R5: Experts with
organic agriculture and health and reduce use knowledge and ability
related products of pesticides to promote organic
o Students learn about A1-V3: Increase awareness lifestyles
organic agriculture and and care for Output:
related products sustainable ecological [A1-R12: Promotional content
e The university documents environments
the learnings through a A18-University
video A18-University Input:
A18-V1: Educate students A18-R1: Students enrolled in
A18-V5: Demonstrate social courses
responsibility A18-R5: Course platform and
A18-V6: Cultivate social credit certification
enterprise talents A18-R7: Activity space
(classrooms, lecture
halls, campus)
Output:
A18-R2: Students with
learning abilities
A18-R8: Teaching and learning
outcomes
Al- AS5- A1-A5-VP1: Al-Leezen Al-Leezen
Leezen Farmers e The university course brings [A1-V2: Enhance engagement |Input:
students to farmers in organic lifestyles for [A1-R5: Experts with
o Students interact with the purpose of good knowledge and ability
farmers, experience health and reduce to promote organic
farming, and learn about pesticide usage lifestyles
organic agriculture and A1-V3:Increase awareness  [Output:
related products and care for A1-R12: Promotional content
sustainable ecological
environments AS5-Farmers
Input:
AS5-Farmers A5-R1: Farm
A5-V2: Contribute to the A5-R2: Organic agricultural
promotion of healthy knowledge and
agricultural products technologies
A5-V3: Contribute to Output:
sustainable ecological |A5-R3: Agricultural products
environments

Figure 33 maps the development program dynamics for Leezen, the university, and the farmers.

The mapping facilitates evaluations of program feasibility, including the value proposition made by

Leezen, the service processes among the three actors, resource inputs and outputs, and

contributions to the three actors’ values. The program’s integrity can be confirmed by reviewing

the linkages among the new elements introduced by Leezen in the service ecosystem. Considering

116



Chapter 5 Mapping inter-organisational development from a service ecosystem perspective
that the program does not utilise all of the university’s resources, there are additional development
opportunities. For instance, the university’s professors and researchers can collaborate with Leezen
to enhance its R&D in organic products, services, and cooperation projects (inputs) and increase
product quality (output). In addition, the university can open up its laboratories to support product

development. The indirect ties among actors create the potential for more complex activities.

The existing service ecosystem
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Figure 33. Mapping development program dynamics among Leezen, the university, and farmers.

5.2.7 Evaluate development program

While there are numerous development programs, not all programs are worth implementing.
An enterprise must compare established and select valuable programs on the basis of two key

aspects: program feasibility and performance of value creation. A service process, for example, is
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the most direct approach under a development program. However, an enterprise must consider its
feasibility, particularly if the target actor is sufficiently willing to engage in a service process to
enhance value. This may also depend on whether the content of the value proposition made by the
enterprise is equal, reciprocal, and attractive. Further, an enterprise must evaluate if candidate
programs could result in resource loss and strengthen certain values while weakening certain
others. Any assessment of program feasibility must be pragmatic, and thus, enterprises must be

objective and have clarity about potential obstacles.

Second, enterprises should evaluate the performance of value creation. They must compare
the value-added benefits of developments and select the most viable program. Moreover, since an

enterprise’s resources may be limited, development programs must be mutually exclusive.

Using the proposed approach in the example case, Leezen examined an inter-organisational
development program with the university and farmers. It can explore additional development
opportunities by reviewing the graphical map of the service ecosystem dynamics. Following several
tri-party discussions, Leezen implemented two value propositions, A1-A18-VP1 and A1-A5-VP1. The
university and the farmers then evaluated if the propositions were in line with their values before
confirming their decisions. Leezen began with a development program that expanded to
interactions among three actors, all of which became increasingly aware of their dominant
resources. This led to further value propositions beneficial to their inter-organisational

development.

In sum, an enterprise can adopt the proposed model to explore inter-organisational
development programs and predict the ripple effects of the programs from a service ecosystem

perspective.

5.3 Discussion

5.3.1 Research contributions and practical implications

S-D logic remains largely conceptual and is yet to be applied to inter-organisational
development. Previous studies adopting the S-D logic do not provide a holistic overview of an
enterprise’s values, resources, activities, and interacting actors. It creates a barrier for applying the
S-D logic in the enterprise’s practical scenario. Without an applicable model, an enterprise cannot
focus on the values, allocate resources optimally, and carry out strategic interactions with other
actors. This study, by contrast, applied the S-D logic to evaluate an enterprise’s complex

guantitative (e.g., profit) and qualitative (impact on other actors and their value, resources, and
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activities) values. Unlike existing research, this study demonstrated the application of the S-D logic
and the mapping of service ecosystem dynamics through the Leezen case study. This study removes
the barrier for utilizing the S-D logic and contributes to the S-D logic’s implementations that can

bring the enterprise advantages over its competitions.

The S-D logic’s implementations in this study are based on the proposed key practical
implications in the context of S-D logic and the service ecosystem. The proposed seven-step method
enables an enterprise to develop a service ecosystem model. Further, the model encourages the
firm to employ S-D logic to identify valuable growth opportunities when creating inter-

organisational development strategies and selecting partners.

5.3.2Suggestions for further research

The proposed model for a service ecosystem can serve as a foundation for further S-D research
exploring and validating related theories and frameworks. In addition, the mapping can be modified
to depict the quantitative aspects of service processes when evaluating value co-creation. The
guantified model can be based on system dynamics (Pagani and Otto, 2013) or simulations (Daaboul
et al.,, 2014), and the findings can support organisations’ decisions making and strategies

exploration.

5.4 Conclusion

Drawing on the theoretical and conceptual literature on S-D logic, this study presents a seven-
step approach to mapping inter-organisational development in a service ecosystem. The proposed
approach helps enterprises identify potential development opportunities. The research
demonstrates the use of S-D logic to resolve practical problems encountered during decision-

making and strategy design.
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Chapter 6 Conclusion

This research utilises the existing foundations of S-D logic (Vargo and Lusch, 2006) to develop
the S-D-oriented evaluation of customer experience and value co-creation in the service ecosystem.
This conclusion chapter has four parts. It outlines this study’s theoretical and research contributions
in Section 6.1; it points out the research limitations in the proposed frameworks and application
schemes in Section 6.2; it draws out the practical implications for managerial practitioners in

Section 6.3; and it provides recommendations for future research in Section 6.4.

6.1 Theoretical and research contributions

This research offers theoretical and research contributions, including a contribution to
literature, advancing and extending the S-D logic research (Vargo and Lusch, 2008), proposing
approaches and models for S-D logic implementation in business, and application cases for

practitioners. The central research question is as follows:

RQ. How does the Service-Dominant logic and service ecosystem contribute to the
evaluation and enhancement of customer experience and value co-creation?

To solve this research question, this research completed a literature review and

conceptualization, modelling service ecosystem, graphical mapping of S-D-oriented ecosystem, and

an utilisation of S-D-oriented ecosystem dynamics. It also made contributions to the field.

6.1.1 Contribution to literature review and conceptualisation
The first research object of the research is as follows:

RO1. How can we facilitate better utilisation of customer experiences to understand value
co-creation and offers greater support in real-time service improvement and program
redesign?

For achieving RO1, Chapter 2 provides a systematic literature review related to customer
experience and value co-creation, including the movements from goods-dominant to service-
dominant logic, customer experience, and the systematic literature review of customer experience
and value co-creation evaluations, service ecosystem. Based on the literature review, this research
reveals the relationship between customer experience and value co-creation, which offers key
insights into the field of service design. In addition, the article exclusion stages, publication timeline

by year, and thematic focus by evaluation literature stream, the systematic literature review of
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customer experience, and value co-creation evaluations present the evolutions of related research

outcomes as the foundation for this research.

The literature review in Chapter 2 also shows that S-D logic forms a complete structure of the
service ecosystem with the facilitation of a clearer understanding of resource integration and value
co-creation. According to S-D logic, the network of actors can be developed further as an interactive
and dynamic service ecosystem. In the service ecosystem, value co-creation can be reviewed,

evaluated, and used to enhance service providers’ performance and benefits.

For achieving RO1, there are conceptualisations in Chapter 3. Previous research related to S-D
logic provided the theoretical foundation for further research but less applicable frameworks and
models. This research makes the advanced conceptualisation of value co-creation evaluation. This
research establishes an integrated conceptual framework rather than merely focusing on separate
exchanges or trading activities. Value in the experience is utilised as a bridge to make a
transformation from customer experience to value co-creation (Helkkula et al., 2012; Lusch and
Vargo, 2014). For the quantification of customer experience evaluation, this research proposes a
scale and curve for the evaluation scheme. This research implements the evaluation of customer
experience in a case of a theme park. This research also implements the proposed S-D-oriented

ecosystem dynamics in a case for the service design of the serving of beverages in a theme park.

6.1.2 Contribution to modelling service ecosystem
The second research object of the research is as follows:

RO2. How can we implement the complete service ecosystem model, in which value is

constructed structurally?

For achieving RO2, Chapter 4 models service ecosystem dynamics as graphical mapping syntax
that can support the firm to model and evaluate business dynamics. The proposed model
transforms value co-creation conceptualisation into an application framework and demonstrates
the use of S-D logic in business. Value co-creation, the key point in S-D logic, is deconstructed into
the three stages of value estimation, emergence, and determination. The three-stage
deconstruction of value co-creation helps us understand the driving role that value plays in the
service ecosystem. Unlike existing general business network methods (Hinz et al., 2014; Monaghan
etal.,, 2017; Baraldi et al., 2019; Fernandes et al., 2019) that only partially explain value co-creation
between enterprises and other actors and the development of a service ecosystem, this research

demonstrates the application of the S-D logic and the mapping of service ecosystem dynamics
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through the case study.

6.1.3 Contribution to graphical mapping of S-D-oriented ecosystem
The third research object of the research is as follows:

RO3. How can we model S-D-oriented ecosystem dynamics as graphical mapping syntax?

In Chapter 4, this research proposes an approach for modelling business dynamics as an S-D-
oriented ecosystem. The proposed approach transfers previous conceptual propositions to a
specific model and upgrades previous networks to a dynamic model. The model accounts for the
dynamics in actor networks, value proposition, service exchange, and resource integration. By
modelling the S-D-oriented ecosystem, this research transforms value co-creation
conceptualisation into an applicable framework and demonstrates the use of S-D logic in business.
This research also proposes an expansion into a larger complex to support a firm’s decisions and
strategies. It can help the firm develop enterprise strategies through the lens of the service

ecosystem.

6.1.4 Contribution to utilisation of S-D-oriented ecosystem dynamics
The fourth research object of the research is as follows:

RO4. How can we utilise S-D-oriented ecosystem dynamics to propose an approach for an

enterprise’s inter-organisational development?

In Chapter 5, this research uses the cases to demonstrate the applicability of the proposed
models. This research employs a case to demonstrate the utilisation of the proposed ecosystem
dynamics to clarify how S-D logic dynamically works in a real-life service ecosystem. This research
uses a case study in which an enterprise evaluates the integration of a new actor in the service
ecosystem to achieve its complex values. The case study presents the utilisation of the proposed S-
D-oriented ecosystem dynamics is a feasible approach for an enterprise’s inter-organisational

development.

123



Chapter 6 Conclusion

6.2 Practical implications for managerial practitioners

Previously, S-D logic was a concept for managerial practitioners instead of a method that is
applicable in practice. It creates a barrier to optimise its utilisation in various sectors. In this
research, the framework of customer experience and value co-creation evaluation proposes to
utilise itin both major service redesign and on-the-spot service improvements, which are extremely
relevant for businesses operating in highly competitive environments. The proposed framework
reveals a clear insight about the relationship between customer experience and value co-creation,
which is a concept that was previously difficult for practitioners to understand and apply. The
proposed framework is designed to guide future empirical evaluations, accommodate new
theoretical extensions and inform practical applications to design service offerings as a unique and

preferred experience for a customer.

The service ecosystems for firms are usually complicated, with numerous actors and multiple
resources, value propositions, and values. Developing an applicable model is a key factor in
enhancing the implementation of S-D logic. The implementation of S-D-oriented ecosystem
modelling can encourage firms to employ S-D logic as a powerful method for business operations.
The S-D-oriented ecosystem captures dynamics similar to those of a real-life service ecosystem and
helps firms assess the competition and find opportunities in the business environment. When the
service ecosystem is modeled visually, firms can have a wider viewpoint to make decisions about

resource layout and proposition making to other actors in the service ecosystem.

Utilising the S-D logic for strategy development is suitable for firms that have multiple values
to pursue and often engage in value co-creation with other actors. A platform for inter-
organisational opportunity exploration and decision making needed by managerial practitioners is
lacking. To fill this gap, this research uses the proposed S-D-oriented ecosystem modelling to build
a larger mapping for reviewing the relationships and potential for the firm’s development. The
inter-organisational service ecosystem model proposed by this research encourages the firm to
employ S-D logic to identify valuable growth opportunities when creating inter-organisational
development strategies and selecting partners. In addition, the firm can keep reviewing the
interactions between the related actors and adapting the development strategies and actions

dynamically.
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6.3 Recommendations for future research

This research also raises several issues that could benefit from further research. First, this
research recognizes an existing limitation that scoring the levels cannot fully illustrate how
customers feel during service. Customer experience is a complicated psychological status. Each
touchpoint in service offerings forms one part of the experience and brings variations to how
customer evaluates the service. To understand the fine variations caused by customer actions,
more detailed investigation methods, such as using a video camera to record customer reactions

and facial expressions, are needed in further research.

Second, there is still a limitation that it is difficult for customers to distinguish the dimensions
when scoring the experience levels. Sometimes, the customer cannot make sure which dimension
their certain experience belongs to. In addition, due to amalgamated feel in mind, the levels of
different dimensions often have mutual influences on each other. For example, the significant
positive experience of the physical dimension may encourage customers to be given a higher level
in emotional dimension than the level they really estimate. Thus, how to avoid the interactions
between dimensions during the experience assessment survey is an issue. In further research, the
guestions asked to the customer for scoring should be designed to help customers clarify the

dimensions of their experiences.

Third, the time point to score the experience creates a dilemma. In our study, to understand
the evolution of customer experience, a customer has to give scores many times through all the
service periods. Disturbing the service is not polite and also probably affects the following scores
though it can obtain the real-time feel from the customer. However, asking customers after all the
services are complete with recollecting their experiences in each service period will be more
difficult to catch the real details of their feel. Further research can design some methods to facilitate
the scoring during the service. Technology applications may be useful support, such as establish an
interface on the smartphone which customers can apply to give scores instantaneously during

service.

Fourth, since S-D logic is generally applicable to all exchanges in human society, our proposed
S-D-oriented ecosystem dynamics developed based on this logic can serve as a framework for
studying many kinds of human interaction behaviours. According to the proposed model, the actors’
values drive the operation and viability of the S-D-oriented ecosystem. Composed of value
estimation, emergence, and determination, value co-creation needs deeper and more applicable
research. This research is a bridge between the conceptual research on S-D logic and business

applications. For instance, when S-D logic has been introduced in the supply chain research, the
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proposed S-D-oriented ecosystem dynamics can be employed to develop the needed quantitative
modelling. Finally, the proposed model for a service ecosystem can serve as a foundation for further
S-D research exploring and validating related theories and frameworks. In addition, the mapping
can be modified to depict the quantitative aspects of service exchanges when evaluating value co-

creation.
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