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Abstract Both supply chain management (SCM) and
marketing in general have been moving from models and
purposes narrowly focused on goods to more general
models and purposes associated with partnerships, value
networks, service provision, and value creation. Some of
this movement has been captured in what has become
known as service–dominant (S–D) logic. This article
applies S–D logic to thinking about SCM in terms of
service provision, in which goods are seen as service
distribution or provisioning mechanisms, explores and
elaborates on the concept of a value network, and develops
a model of the firm as an essential service provisioning
agent in a complex and adaptive value network. Research
and managerial opportunities are also explored.

Keywords Service–Dominant logic . Value networks .

Information technology . Resources . Learning . Supply chain
management . Infomediaries . Service

Introduction

Academics and practitioners have been rethinking the
purpose, process, functions, and characterization of “sup-
ply–chains” (Chen and Paulraj 2004; Larson et al. 2007). A
shift from a central focus on supply and movement of
tangible materials for manufacturing to a broader focus on
partnerships, relationships, networks, value-creation, and
value constellations is evident (Bovet and Martha 2000;
Hoyt and Huq 2000; Gunasekaran and Ngai 2004; Min et
al. 2007; Spekman et al. 1998). Marketing management has
also been transitioning away from its central manufacturing
concerns (Achrol and Kotler 1999; Gronroos 1994, 2000;
Sheth and Sisodia 2006) to concerns with relationships,
networks, and service (Vargo and Lusch 2004a, b).

Recently, Lusch and Vargo (e.g., 2006; Lusch et al.
2007; Vargo and Lusch 2004a, b) proposed service–
dominant (S–D) logic as a new scholarly focus in
marketing, which can serve as a framework for integrating
marketing and supply chain management (SCM) practices
and research programs. It is consistent with Metz’s
observation (1998) that SCM is now moving into a “super”
role, in which the functions of marketing, product devel-
opment, and customer service are integrated. According to
S–D logic, service—a process defined as the use of one’s
resources or competences for the benefit of another entity
(Vargo and Lusch 2004a)—is the basis of economic
activity. Thus service “centric” processes are the purpose
of economic activity and this activity is fundamentally
directed at seeking and providing solutions. That is, service
is exchanged for service. It is noteworthy that the singular
term “service,” is used by S–D logic, which has a
considerably different meaning and connotation—doing
something for and with another (the beneficiary of the
service)—than the traditionally used “services”—intangible
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units of output. S–D logic superordinates service to
products (units of tangible or intangible output—goods
(and “services”), which are only sometimes used in the
process.

The purposes of this article are to: (1) apply S–D logic
thinking to move marketing and SCM toward a focus on
service provision, in which goods, while still important, are
seen as service distribution or provisioning mechanisms, (2)
explore and elaborate the concept of a value network, (3)
develop a model which theorizes how a firm can learn to
become an essential service provisioning part of a complex
and adaptive value network, (4) develop new research
opportunities for marketing and supply chain management
scholars, and (5) identify opportunities for organizations for
improving their ability to serve customers, other partners in
the value network, and their own organization by adopting
a service–dominant orientation.

A focus on service

While S–D logic focuses on intangible resources, goods
and tangible resources are not ignored; instead S–D logic
sees goods as tools or appliances in the customer’s service-
provision “supply chain.” More broadly, the role of supply
chains is to support the customers’ value creating processes
with service offerings, either directly or through goods (see
also Gummesson 1995; Vargo and Lusch, 2004a). In S–D
logic, then, the strategic mandate for a supplier is to find
innovative ways to integrate the resources necessary for
service provision (Ballantyne and Varey 2008). These
applied resources may reside in the organization but also
may be outsourced to other members of the value network.

SCM research and practices fit naturally with this
service-centered view because it implies that SCM is
concerned with developing and integrating resources to
create competitively compelling value propositions. In the
discussion that follows, we will show that information
technology (IT) can support this service-centered view
through distributing information and business processes
throughout the value network; as a result IT is an
increasingly important and essential resource in managing
business processes. Notably, scholars have called for better
integration of information systems and supply chain
management (e.g., Gunasekaran and Ngai 2004).

Converging around the value network

The network concept is not new to marketing (Achrol 1991;
Webster 1992; Achrol and Kotler 1999) or SCM. SCM
scholars have introduced the concept of a supply chain
network structure which involved tiers of suppliers (from

first tier or direct interactions to second tier and beyond
indirect interactions) and tiers of customers defined
similarly (e.g., Lambert et al. 1998). Embedded in these
tiers are business processes that are both internal and
linking to other members of the supply chain network. We
believe that the disciplines of marketing and supply chain
management should converge around the concept of a value
network, a central concept in S–D logic. A value network is
a spontaneously sensing and responding spatial and
temporal structure of largely loosely coupled value propos-
ing social and economic actors interacting through institu-
tions and technology, to: (1) co-produce service offerings,
(2) exchange service offerings, and (3) co-create value1.
The supply chain is a sub-part of the value network,
embedded within these value networks. Further, a firm is
often part of multiple supply chains in which competitors
frequently use the same suppliers and the value network
includes all of these as parts of the overall value network.
Therefore, supply chains are nested within larger and more
encompassing value networks.

Strong ties historically characterized many highly struc-
tured and rigid supply chains in a global network economy,
but much of the value network is comprised of weak ties
(Granovetter 1973, 1983) which enable seemingly unrelat-
ed organizational networks to form a larger macro-structure
which can be more fluid, agile, and adaptable. Scholars
have suggested that in knowledge-rich and turbulent
environments the vertically integrated hierarchy is ineffi-
cient because it becomes overcommitted to specialized
assets and upstream and downstream technologies (Achrol
and Kotler 1999). As a result entrenched interests and
power struggles slow and increase the cost of adaptation.

Spontaneously sensing and responding networks
requires agility and adaptability for both the survival and
growth of organizations that are part of the value network.
In this regard, organizations must constantly learn how to
better serve a customer with changing needs. Furthermore,
as these value networks become global and more complex,
agility, adaptability, and learning become even more critical
to survival and growth (Achrol and Kotler 1999; Flint and
Mentzer 2006).

Value enhances supply

When adopting a value network perspective, value does not
replace supply as a focal construct but enhances it and
makes it more integrative with customers and marketing.
Supply is a product- and firm-centric concept, whereas

1 The concept of a value network can also be thought of as a service
eco-system which may better capture the adaptive and evolutionary
characteristics of a value network. It also may capture the nesting of
supply chains with larger and more encompassing value networks.
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value is external in focus. According to S–D logic, only the
customer can assess value and always co-creates value.
Stated alternatively, value is not obtained in the economic
exchange of market offerings but rather through their use
and within a context. An example from IT, which has
historically been seen as a supplier of software tools, is
illustrative. Buyers do not obtain value from acquiring or
possessing software tools but from use of software tools for
particular purposes. This is the rationale for software as a
service (SaaS) in which access to software on a remote web
server allows service to be provided on demand. In fact,
some argue for viewing the enterprise “itself as a collection
of ‘business services’ that are integrated to meet a changing
customer demand” (Zhao et al. 2007, p.3). Fundamentally,
this is also the central idea behind customer-driven IT
(Moschella 2003) and Constantine and Lockwood’s (1999)
“software-for-use” approach to software engineering.

Holding the network together

The social and economic actors of a value network are held
together by the trinity of competences, relationships, and
information. A value network has structural integrity
because each organization (economic and social actor) has
competences (used to offer and provide service to others),
relationships (with customers and suppliers—output and
input relationships and governance), and information that is
shared through common standards and protocols. Value
propositions are then used to connect the firm with its
suppliers and customers. Importantly, the firm’s connection
to suppliers and customers tend to be held together by
collaborative and non-coercive governance versus more
authoritarian and/or coercive means of governance or
influence, as is true in hierarchical bureaucratic industrial
organizations, chains and channels.

Consequently, the most valuable resources are those that
center on competences and relationships (Normann and
Ramirez 1993; Vargo and Lusch 2004a) and information
(Evans and Wurster 1997; Lusch et al. 2007). Successful
marketing and supply chain professionals collaborate to
create, develop, foster, and integrate these resources. A
challenge facing all organizations is better alignment
between their competences to create, build and maintain
relationships with customers (the ultimate source of
revenue) and suppliers (the source of resource inputs). To
do so organizations need to be agile and adaptable as they
learn of changing customer needs. To this end, the firm that
develops the most compelling value proposition, which
offers a connection between competences and relationships,
will perform the best; however, this relative performance
advantage will be fleeting unless the organization learns to
revise its value propositions in response to a changing
customer.

In summary, all social and economic actors (and
organizations) are resource integrators (Vargo and Lusch
2008b). Therefore, firms exist to integrate and transform
micro-specialized competences into complex value propo-
sitions with market potential. To accomplish this, however,
firms must recognize and act on value creation in the
context of networks (and networks of networks). Since
these value creation networks are constantly changing the
firm must constantly learn to serve in a value network.

Learning to serve in a value network

To survive and prosper in a networked economy, the
organization must learn how to be a vital and sustaining
part of the value network. Because virtually all markets and
organizations are now connected electronically they have
become global and more dynamic (Flint and Mentzer 2006;
Gunasekaran and Ngai 2004) and thus companies neces-
sarily are trying to become more agile in order to respond to
changing customer and market requirements. Consequently,
the organization will not survive unless it has the ability to
learn to adapt and change in order to offer competitively
compelling value propositions to customers (Vargo and
Lusch 2004a) as well as other members of the value
network that supply it with needed resources.

In Fig. 1, we present a model which aims to explain how
organizations are able to serve by adapting and learning to
constantly offer competitively compelling value proposi-
tions. In brief, an organization enhances its chances of
serving and thus remaining a viable and functioning part of
a value network by: (1) developing an S–D orientation or
logic, and (2) liquefying (i.e. separating information from a
physical form) information resources (Normann 2001).
When done successfully, the organization is capable of
creating more and new types of density (i.e. configuring
resources for best value) by reconfiguring business pro-
cesses (Normann 2001) around form, time, place, and
possession of resources and by improving upon its relieving
and enabling processes. This leads to the organization

Service-
Dominant 

Orientation 

Liquification 

Competitive 
Value 

Propositions
Learning Density 

Fig. 1 Learning to serve in a value network.

J. of the Acad. Mark. Sci. (2010) 38:19–31 21



improving its ability to offer more competitively compel-
ling value propositions. Next the organization receives
feedback as it tests its value proposition (hypothesis) in the
marketplace. In a dynamic and rapidly changing world the
organization never learns less but always learns more; it
learns what value propositions the customer responds to
favorably and it learns those the customer rejects. Conse-
quently the outcome is not necessarily only profits or cash
flow, but feedback or learning. This feedback is often
indicated by a variety of organizational performance
measures, including cash flow. When the results lead to
positive cash flow the organization is able to acquire the
resources and service(s) it needs to survive, grow and
prosper thereby reinforcing the positive learning loop.

In the discussion to follow the focus is on the first three
constructs in the model or: (1) service dominant orientation,
(2) liquification, and (3) density. We also provide a detailed
discussion of the rise of infomediaries as institutions for
improved liquification and density. Relatively little dis-
cussion is devoted to value propositions or feedback per se
since they are discussed elsewhere in more detail (Vargo
and Lusch 2004a, b; Vargo and Lusch 2008a, b).

S–D orientation

A service-centered view can be captured by eight commen-
surate shifts in thinking (Lusch et al. 2006). These include:
(1) a shift to a focus on the process of serving rather than the
creation of goods, (2) a shift to the primacy of intangibles
rather than tangibles in the firm’s marketplace offering, (3) a
shift to a focus on the creation and use of dynamic operant
resources as opposed to the consumption and depletion of
static operand resources, (4) a recognition of the strategic
advantage of symmetric rather than asymmetric information,
(5) a shift to conversation and dialog as opposed to
propaganda, (6) an understanding that the firm can only
make and follow through on value propositions rather than
create or add value, (7) a shift in focus to relational rather
than transactional exchange, and (8) a shift to an emphasis
on financial performance for information feedback and
learning rather than a goal of profit maximization. Collec-
tively, these eight perspectives provide a frame of reference
for a mental model that encourages the organization to sense
changes in customer needs and preferences, adjust its service
offerings to remain responsive to the rapidly changing and
complex environment that is a part of the global network
economy, and learn from this experience.

Liquification

Organizations in a global network economy can better
adapt and serve by liquefying information resources
(Normann 2001; Lusch et al. 2007). The ability to liquefy

information resources is part of a continuing evolution over
thousand of years but now has ascended to central
importance and criticality because of the emergence,
growth, and proliferation of digital communication and
computation and increased ability to draw upon the inherent
potential of the electromagnetic spectrum.

Throughout history, economic growth has in part been
driven by growth in knowledge and information technology
(Mokyr 2002). One can trace this back to the development
of human language and mechanisms for its transmission
such as drawing and writing, the printing press, radio, and
the internet. For most of human civilization, information
was embedded in physical matter and could not be
separated in many cases. Artifacts that mankind developed
were essentially frozen ideas or knowledge or what Vargo
and Lusch (2004a) refer to as “informed matter;” wheels,
gears, pulleys, clocks, were all matter impregnated with
human ingenuity, which was used to alter their form to
make them resources. However, with the growth of IT and
especially the digital revolution, many information resour-
ces have the potential of being liquefied.

Today, we are witnessing an unprecedented unbundling of
information from matter and in the area of SCM, what Clarke
(1998) calls “virtual logistics” in which the physical and
information components of supply chain logistics are
independent from one another. Physical control or ownership
of resources is no longer required to benefit from them. The
result is the increased outsourcing and off-shoring of
information technology and the growth of the information
intermediary (infomediary). This trend is also transforming
what buyers (households or businesses) can do for themselves
versus being dependent upon others in the value network.

Economic and social networks have existed since
humans began to specialize and to exchange, as a corollary
of this specialization. Trade led to markets but problems of
coordination and communication were significant and this
was especially true because information was imbedded in a
physical form and thus moved at the speed at which the
physical form could be transported. However, information
technology advances have made markets more salient and
efficient in the last quarter century. Some argue that IT is
the meta-force altering business and society (Benkler 2006;
Brown and Duguid 2000), and the practice of marketing
and SCM. Gunasekaran and Ngai (2004, p.270) argue that
“IT is like a nerve system for SCM.” Just like nerve
systems in living organisms these IT nerve systems, as we
will discuss later, can be central to sensing, responding and
learning in the value network. According to Rust (2004), IT
is the key driver of the need for and acceptance of S–D
logic. Lusch et al. (2007) support this view and argue that,
as per-unit communication and information costs approach
zero, the fact that service provision is the central focus of
SCM practice becomes more obvious.

22 J. of the Acad. Mark. Sci. (2010) 38:19–31



We identify seven primary reasons why IT growth
enables the expansion of service provisioning networks
consistent with the principles of S–D logic2.

1. As information technology increases, goods become
embedded with microprocessors and intelligence and
become improved platforms for service provision (e.g.
digital manufacturing, start/smart parts that embed intel-
ligence, collaborative design through virtual modeling,
idea generation through virtual conference rooms, prod-
uct lifecycle management (PLM) to support liquification).

2. As information technology increases, the ability to self-
service rises.

3. As information technology increases, the ability to
serve others rises.

4. As the ability to communicate increases, the need to
transport decreases.

5. As the ability to communicate increases, the ability to
know customers and suppliers rise.

6. As the ability to communicate increases, the ability to
interact directly with customers and suppliers rises.

7. As the ability to communicate at lower costs increases,
coordination between firms becomes more efficient and
responsive.

Individually and collectively, these factors illustrate how
IT, value networks and the economy are synergistic.

Density: reconfiguring, relieving & enabling

Value networks are like living organisms and thus are
constantly learning, evolving and adapting to changing
requirements. Those networks that persist, adapt and
compete by striving to integrate resources (Gunasekaran
and Ngai 2004; Lusch et al. 2007) in ways that provide
more competitively compelling value propositions. This is
accomplished by striving for more density (Normann 2001)
by reconfiguring processes around form, time, place, and
possession and relieving and enabling processes (which are
closely related to outsourcing and insourcing) (Michel and
Brown 2005; Normann 2001), to allow the firm to make
more competitively compelling value propositions. We now
explain these concepts.

The density concept

Maximum density is a theoretical construct anchoring a
continuum of resource presence and integration—that is,
rebundling resources. Maximum density is reached when,
at a given time and place, an actor provides and integrates
all the resources necessary to co-create the best possible

value in that context. Value networks, when operating in a
market economy, tend to strive for maximum density but in
practice, this theoretical maximum never exists. Normann
(2001 p.27) refers to maximum density as a situation in
which “the best combination of resources is mobilized for a
particular situation—e.g., for a customer at a given time in
a given place—independent of location, to create the
optimum value/cost result.” The business model that
currently most closely approaches maximum density is the
internet search models, such as Google. An individual
anywhere in the world, with a connected PC can get the
answer to virtually any question on demand. This current
model exemplifies a higher density in contrast to the same
process of answer seeking 25 years ago.

Not surprisingly, the potential for density creation
increases as the ability to liquefy information resources
rises because as liquification rises it is easier and less costly
to rebundle resources. Rebundling resources leads to higher
density. In fact, if one considers core processes in SCM and
marketing such as sales management or customer relation-
ship management one can find a large growth in internet
based business models that essentially provide improved
density. Consider all resources necessary for sales and
customer relationship management from lead management,
account preparation, performance management, inbound
and internal communications, and external communica-
tions. Salesforce.com has assembled these resources in
software-as-a-service (SaaS), which can be accessed glob-
ally, on demand, via the Internet. Salesforce.com has further
increased density by creating an application-exchange
(http://www.salesforce.com/appexchange) marketplace, in
which other digital resources are made available and can
be integrated with other resources for use not only in sales
management but all business processes. This is accom-
plished by using the IT standards of service-oriented-
architecture (SOA) and SaaS.

Bases of reconfiguration for improved density

The fundamental structure of a value network can be
conceptualized in terms of the form of resources, the time
they are available, the place they are available, and the
possession or use of these resources. Higher density can be
achieved by altering the structure of the value network. In
fact, value networks are constantly adapting and morphing
to improve density. Organizations that are part of these
value networks must also adapt or risk extinction.

There is a long history in marketing of efforts to improve
density by adjusting the dimensions of form, place and
time. For instance, Alderson (1957) described the post-
ponement of product availability as a tool to help determine
the most efficient way to serve end-customers (also see
Garcia-Dastugue and Lambert 2007). In the supply chain

2 Roland Rust in a variety of public presentations has identified some
of these factors and this has encouraged us to identify others.
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and operations literature, Alderson’s concept of postpone-
ment has been renamed manufacturing postponement, in
which the form or identity of the product is delayed;
geographic postponement serves to delay and therefore
optimize the place of final location (Garcia-Dastugue and
Lambert 2007). Both manufacturing (form) postponement
or geographic (place) postponement can not be separated
from time postponement simply because to delay form and
place consumes time.

In the discussion that follows, our focus is on funda-
mental reconfigurations of form, time, place and posses-
sion, in which the basic structure and flow of the
underlying processes of the business are examined for
possible substantive changes to improve density.

Reconfiguring form Forms, or structures, have purpose or
function and dominant forms emerge over time. Tangible
examples can be found in transportation vehicles, ware-
house racks, packaging, office furniture, apparel, or desktop
computers. Intangible forms include contracts, policies and
procedures, and business processes. Although dominant
forms emerge it is important to question these forms with
the intent of discovering if they can be altered or reframed
to better perform a function(s)—that is, to become a more
useful tool or service appliance.

Reconfiguration of form reexamines the fundamental
function of all forms in the value network. By considering
all functions and the forms that enable them, organizations
can also find improved pathways to improved agility and
adaptability. Consider, for example, what happened when
the computer moved from the mainframe computer to the
desktop computer to the computer embedded in everyday
products. As computers became smaller (through miniatur-
ization) and smarter (as software got embedded into
hardware), the form in which information or entertainment
was delivered as well as help and repair service was
provided changed. Much of the change came from
innovative, entrepreneurial-driven firms, which envisioned
reshaped form, such as Apple, Compuserv, Dell, Oracle,
Microsoft, and Siebel. These firms were not part of the
mainstream industry, as were IBM and NCR.

When form is altered, it has an interactive effect
throughout the value network. For instance, recently,
Wal*Mart has engaged in a major strategic initiative to sell
products that are more environmentally sensitive. In this
process they have discovered that the package size, a form
dimension, is a key cause of energy waste but also has
many interactive effects throughout the value network.
Package size is often unnecessarily large because manu-
facturers have found that larger packages result in more
linear feet of retail shelf facings and this creates more
exposure and awareness and thus consumer purchases.
Predictably, the reduction of package size created resistance

from consumer packaged goods manufacturers. To reduce
this resistance Wal*Mart is morphing its own form by
providing participating manufacturers more end-cap dis-
plays to compensate for the lower shelf facing on interior
shelf displays. Of course, the reduction in package size will
ripple throughout the value network and influence how
others adapt, including manufacturers of store shelving,
advertising and media companies in package information
displays, households in pantry stocking activities, and
more.

One aspect of reconfiguring with form, which is often
discussed in the context of S–D logic, relates to the
customization and outsourcing that S–D logic encourages.
By creating standardized components, especially through
the use of modular architecture (Baldwin and Clark 1997)
such as in componentized software and web services, it is
possible to outsource activities that are not core to
organization competence. Ironically, by standardizing com-
ponent processes, the value network is able to do more
customization (Baldwin and Clark 1997). The reason is that
the customer is buying a unique service solution that
involves the integration of many distinct components into a
customized market offering with a compelling value
proposition. It is similar to writers using a standardized
language of thousands of words which they can then
combine into an almost infinite number of narratives. The
offering thus can be customized even though it is made up
of an integrated set of standardized components (McCarthy
2007).

One of the sources of innovation in the late 1990’s
occurred with process reengineering, in which a process
was decomposed, standardized, and mapped into a best
practice and evaluated against the firm’s core competency.
Often the result of such reengineering and redesign was an
alteration of the form a business process takes within the
firm and the way the associated information is manipulated
by the people and technology (Marchand and Stanford
1995). For instance, an order fulfillment process, upon
decomposition may lead to order configuration by the
customer using the internet, order validation by an
intelligent software system within the firm, order filling to
the factory floor or to a supplier (if the product is
warehoused at a supplier), order shipment and tracking to
an external partner (UPS or FedEx), and invoicing to an
external application service provider. The same is occurring
with other processes that largely involve SCM and
marketing such as compliance, security, collaborative
planning and integration.

Reconfiguring time A second reconfiguration opportunity
relates to the time at which activities are performed. If one
maps a set of activities that is involved in the sourcing of
inputs for production, the production of the product, the
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distribution and sale of the product and the use by the
customer of the product one will immediately see that these
activities are arranged along a time continuum. Certain
activities precede others, either by custom or necessity. For
instance in building a site-based house there is a PERT
chart for the building process: stake the lot, dig footings, do
the rough plumbing, pour the foundation, rough carpentry
and rough electric the walls, etc. However, once again, this
does not have to be the process. Why? Because it assumes
the house is site built. It is possible that walls can be
assembled with rough electric at a factory as the foundation
is being poured and then delivered and installed in a few
hours. This illustrates the multiple new configurations that
are possible if one asks if the time truly is by custom or
norm or by necessity.

Concurrent engineering (Zirger and Hartley 1996) has
been successfully used both in product design and
manufacturing and in software development with the goal
of speeding up the time to market (Boehm and Turner
2002). Greater modularization and componentization of the
development process itself has been critical to this
increased speed (McCarthy 2007). For instance start and
smart parts in product lifecycle management (PLM) are
dramatically changing the time it takes to build a part.
Because engineers can start with a default specification for
a standard part (“start part”) and revise it to meet customer
requirements and intelligence embedded in the part (“smart
part”) to ensure that the redesigned part is valid, when
viewed in the context of where it is to be used. Similarly, in
today’s on-demand software configuration environment,
reusable software components that are made available as
web services (for a fee or in an open source environment)
are altering dramatically the time it takes for software
development.

Time reframing should also include the customer or user
as part of the value network. Traditionally, furniture makers
would craft the completed piece of household furniture
before it was shipped to the wholesale and retail distribu-
tion channel. However, IKEA changed this timing when it
reframed furniture manufacturing to involve the customer
doing part of the production at a time after purchase versus
the manufacturer doing it in a factory. When considering
the customer as part of the value network no industry
should overlook the internet resources available and how
this has altered the time sequence of traditional processes.
Consider sites such as eBay, WebMD, or Google. They
allow the customer to obtain information that traditionally
was obtained by a visit to a store or service provider. In
fact, armed with this information the customer interfaces
differently with the retailer or service provider, often
resulting in a shift in power away from the seller and to
the buyer. The organization that does not adapt to these
changes will face increasing survival challenges.

Reconfiguring place The place at which activities are
performed is another reconfiguring process. Digitization
and networks have altered the concept of place, where a
task is performed, and where resources are delivered. In
today’s world, in which firms are networked across the
globe with its customers and suppliers/partners, an order
may originate in the U.S., the parts ordered from manufac-
turing sites in Taiwan and Europe and assembled in
Mexico. Similarly, a call center service request can be
placed anywhere in the world, processed initially at some
location in India, escalated up to someone in New York,
and responded to the customer in a few minutes. In fact,
personalized web portals (e.g. myDell) can make the
“place” a “product” is ordered and delivered a consumer’s
desktop, from which the customer can track the order
throughout the entire value network, from initial placement
to final delivery.

Increasingly, collaborations throughout the value net-
work are occurring through virtual collaboration, in which
the participants meet via the internet to work on projects.
Not only can documents be shared throughout the organi-
zation but also with any other relevant parties in the value
network. Parties can work on these documents at their place
of business or elsewhere and become part of a virtual
organization, in which place is independent of work. This is
not only being done with simple, repetitive and explicit
tasks but also in collaborations involving more complex
projects such as new product development (Ganesan et al.
2005).

Reconfiguring possession Conventional marketing and
economic thought is that value can be partially provided
through ownership and possession of material things.
However, S–D logic argues that it is the service, including
the flow of service from appliances (good) that matters
rather than possession per se. This simple idea can be used
to reconfigure value networks because it suggests that firms
can lease assets or pay for use of service flows, rather than
selling or purchasing goods, a model that is increasing used
in the software industry (Tormabene and Wiederhold 1998).
However, this reframing can also occur with hardware.
Consider Chep3, a container company, which is deeply
rooted in a commodity business, in which product
differentiation is very difficult. Despite this Chep dominates
its rivals. One of the biggest product lines Chep produces is
wood pallets. Wood pallets have been used since antiquity.
Although recent versions have been adapted to include
radio frequency identification functionality, their basic
design, features, and use have not changed. Their only
purpose is to stabilize goods (i.e. keep them from breaking)

3 We thank Gunter Wessels for identifying and helping to develop this
example.
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during transportation. Therefore, they add to the pure cost
of transportation when they work, and more so when they
fail to work. Traditionally, manufacturers must purchase a
pallet, place goods on it, and absorb the cost, or transfer it
as a shipping and handling fee. For large shippers or
manufacturers the cost of these pallets can add up.

Chep recognized that it was not in the ownership and
possession of pallets that value was obtained but in their
use. It also recognized that if they retained ownership of the
pallets, they could re-use them, allowing them to manufac-
ture pallets with more and better materials. As a result,
Chep pallets do not break easily. Instead of selling pallets,
Chep leases pallets to manufacturers, distributors, and
others within the value network, and picks up pallets when
they are empty. Chep’s value proposition therefore
becomes: at the same cost of purchase, it will provide the
service provisioning that pallet’s offer, which is integrated
with the customers’ storage systems and requirements,
without pallets piling up in the loading dock.

Relieving and enabling processes

Fundamentally, there are two ways of providing service:
relieving—doing a task or a series of tasks for another party—
and enabling—making it possible for a party to do a task or
series of tasks for itself more efficiently and/or effectively
(Normann 2001). These processes are symbiotic. That is,
being relieved (enabled) from some tasks enables (relieves) a
party to perform other tasks more efficiently and effectively.
For example, providing facilities management functions
(relieving) for a firm allows (enables) it to more effectively
and efficiently use its core competences in value-creating
activities.

When value creation is viewed in the context of a
systemic value network, these two processes provide
enormous opportunities for improved agility and adaptabil-
ity. When coupled with concepts of liquification and the
notion that the customer is part of the value network, the
possibilities for change are almost endless. For example,
through liquification of inventory information, Wal-Mart
relieves suppliers and distributors of order imbalances, thus
enabling itself (and its customers) to compete through
lower prices. Amazon extends this approach by allowing
ordering information to flow directly to some suppliers (a
relieving function for them, which enables them to have
access to new markets) and products to flow directly to
customers. eBay provides a similar function among its
“customers,” which often play both “supplier” and “buyer”
roles through online auctions.

The general point is that, once the entire value-creation
network (including “customers” and customer networks)
is seen as a system of mutual value creation through

reciprocal, enabling and relieving service provision, all
links (including with a firm’s own “suppliers” and
“customers”) in the network represents opportunities for
innovation through assisting the parties in their own
value-creation activities. Ramirez and Wallin (2000) refer
to firms capable of reconfiguring value networks to
enhance their own value as “Prime Movers” (see also
Michel et al. 2008).

Most organizations do not need to develop a core
competency around information technology although IT is
central to liquification of resources. Rather they may look
to an emerging array of infomediaries that can assist the
firm with the integrated information resources needed to
adapt and maintain competitive advantage. Because of the
central importance of liquefying resources and IT, we delve
deeper into the role of these intermediaries.

Infomediaries and value networks

Throughout history, distribution and marketing intermedi-
aries have emerged in society to facilitate exchange
between buyers and sellers. The central role of the
exchange intermediary was to close gaps between the place
of production and consumption, the time of production and
consumption, and the information gaps between buyers and
sellers. Not surprisingly, many of these intermediaries
developed around the physical goods they assisted in
exchanging. For instance the U.S. Census of Business
classifies merchant wholesalers into durable and nondura-
ble goods wholesalers. Similarly, retailers were often
classified by the goods they handled such as hardware
stores, apparel stores, grocery stores, book stores, general
merchandise stores, automobile dealers, lawn & garden
stores, etc. These intermediaries always handled two flows;
physical and information but often they were embedded
together into goods.

With increased liquification in value networks and
society we are witnessing an unprecedented rise in
intermediaries that uniquely and specifically integrate,
process, distribute, and sell information (separate from
tangible goods), and these are increasingly called “infome-
diaries” (Bakos 1991, 1998). The growth of infomediaries
paralleled the evolution ofWeb technology. In the early stages
of web development (Web 1.0) the focus of infomediaries
(e.g. eBay, Google, Amazon, Experia, etc.) was on publishing
information for communication and transaction (often viewed
as “brick and mortar concepts” applied to the web: Getting
2007). Many individual firms were able to use this
technology to share information with customers that have
access to the Internet. Web 2.0 extended the role of
infomediaries (e.g. MySpace, YouTube etc.) to allow
information to be exchanged for supporting social interaction
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and participation (Murugesan 2007; O’Reilly 2007). Often
called “read–write” web, this technology enabled innova-
tions such as virtual collaboration rooms, social bookmark-
ing, wikis, blogs, mashups, etc. which supported improved
interfacing and communication between buyers and sellers
and also resulted in greater density. While web-enabling
some business processes (e.g. web services) to support
sharing of applications and information, firms needed to rely
on external infomediaries to support inter-organizational
interaction. Web 3.0 technologies (Web 3.0 2007), that add
more context to the web content, enable some of these
infomediaries to be “intelligent” agents that can automati-
cally manipulate web services (read–write-execute web) and
help firms react to changes quickly. In summary, as web
technologies evolve, infomediaries will continue to develop
unique competencies, and firms should be able to use them
to reconfigure form, time, place and possession in order to
increase density and enhance their value propositions to the
customer. This is not an easy task as we will illustrate with
an example.

Consider Fig. 2, as a small part of an automotive value
network that connects customers, dealers, original equip-
ment manufacturers (OEMs such as GM, Ford, and Toyota)
and tiers of suppliers. Each node in the network represents
an entity (e.g. a firm, a collection of smaller firms bound
together to form an automotive sub-system such as engine
or interior, etc.). Each node in the network is a dyadic
relationship between service provider and service recipient.
In fact, many of the decision processes on both sides are
done in parallel by different infomediares, for instance an
infomediary may assist a service provider in identifying
design flaws by evaluating warranty data while another
infomediary may analyze these data to advise service
recipients about expected warranty problems. Also, by

sourcing some of the tasks to infomediaries that are viewed
as competent at performing the tasks, supply chain
processes can be reconfigured. This allows firms to focus
on internal competencies and build a rich set of relation-
ships needed in co-value creation.

As seen from the example, a firm striving to offer
competitive value propositions has to first identify infome-
diaries that can support the value network, and then develop
an appropriate architecture to integrate these infomediares
with a firm’s value network in support of co-created value.
For example, there are infomediaries that are capable of
sensing the needs of customers by tracking customer sales
and warranty information, supporting the integration of
resources by bringing multiple suppliers and customers
together to design a product or address a design flaw,
helping realize the fulfillment of an order by enabling the
integration of various procurement, shipment, validation
and payment activities in a secure manner using web
service and other global supply chain standards, etc. As
more data used by decision nodes on the value network are
liquefied (digitized for sharing and collaboration), the
greater the chance that each single application domain
(e.g. procurement) may have a single or group of
infomediaries helping to support the application (Aigbedo
and Tanniru 2004). In fact, exchanges such as Covisint, a
subsidiary of Compuware http://www.covisint.com/ offers a
mix of infomediary services.

The issue of integrating the capabilities of infomediaries
with the value network through an organizational architecture
is more complex. In order for a firm to create the density
needed to support its value propositions by bringing all the
necessary resources on-demand, just as Google tries to meet a
customer search request by accessing and integrating all the
needed information resource, requires a significant amount of
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standardization in the way services are accessed and coordi-
nated along a complex value network. While service oriented
technologies such as web service and service oriented
architecture are being advanced to support this endeavor, we
need a broader framework to help address the integration of
various components in the complex value network.

Reducing complexity in system and organizational
design has been a major issue since the 1970s. Early work
on system complexity has focused on design modularity
(Yourdon 1989) (Bonczak et al, 1981) and reengineering
research has focused on delineation of competencies in
organizations (Davenport and Stoddard 1994; Smith, 1998).
Software engineering across organizational boundaries has
focused on task/technology decomposition (Vitharana et al.
2003; Madhusudan and Tanniru 2005), and service support
within organizations has focused on decoupling layers of
interface (Zhao et al. 2007). The question then is—what
approach is needed to address value network complexity?

We believe that product life cycle management (PLM)
(Grieves 2006), which has been used as a decomposition
framework for tracking tangible products along phases:
conception, development, production, in-use and disposi-
tion, can be adapted using a service–dominant logic. This
might be referred to as service life cycle management
(SLCM) with phases such as service conception (as a part
of co-created value), delivery (probably using PLM if the
service is through a tangible product), continuing conver-
sation and dialog among the service provider and recipient
and perhaps the service community, on-going service
evaluation, and co-creation of revised service offerings to
include providing a framework to decompose the network.
In other words, can we segment a value network along
various phases of SLCM, so value propositions can be co-
developed and coordinated at each phase? For each of these
sub-networks that support a service phase, a firm then
needs a strategy to assess which part of the decomposed
network can benefit from one or more infomediaries, and
how best are these intermediaries coordinated flexibly to
meet the changing value propositions.

In summary, with information highly dispersed through-
out an organization, the entire value network, and society, it
has become paramount for a value network to focus on the
information environment for improved knowledge creation
(Achrol and Kotler 1999) and to sense, respond and learn
(Haeckel 1999; Butner 2007) to efficiently and effectively
adapt to changing environments. One of the most challeng-
ing tasks however is not the technology the intermediaries
will bring to support a firm’s ability to meet the value
propositions, but gaining the participation of all parties in a
complex and interdependent value network. A lack of trust
in sharing critical information with supply chain partners
has been found to be a fundamental impediment to
collaborative efforts (Mentzer et al. 2000).

Future research directions

In concluding it may be helpful to share ideas on research
programs that could not only help integrate marketing and
SCM in a common endeavor directed at co-creating
knowledge that can be valuable to organizations in serving
customers but also help to further develop S–D logic as an
integrative framework. Importantly, we go beyond research
suggestions related to the model presented in Fig. 1.

Integrating the customer into marketing and SCM

S–D logic advocates treating the customer as endogenous to
the firm and part of the value network and this appears to be
consistent with contemporary developments in both thought
and practice in SCM. In addition, S–D logic also views the
customer as a co-creator of value. Taken together, these two
principles open up a large stream of research, which is
consistent with Womack and Jones’s (2005) plea for joining
together lean production with lean solutions or lean
consumption. Rather than viewing what the firm produces
as outputs, it is viewed as an input and service which
becomes part of a customer’s value creating activity. Granzin
and Bahn (1989) conceptualized some of this opportunity
when they advocated the study of consumer logistics. There
is also the role of the customer in helping to produce the
firm’s core offering as is occurring with Jones Soda (where
customers design soda bottles), Legos (where kids use a
digital design factory to create product designs for the
company) and Threadless (where designers submit t-shirt
designs for the user community to vote on which then
determine what the firm produces). Some research questions
follow: (a) How customers decide about how much co-
production they should engage? (b) How customers modify
and adapt products to work better and create more value? (c)
What is the role of customer communities in value networks?
(d) How can firms involve the customer in time reframing,
place reframing, form reframing, and actor reframing? (e)
How do customers perceive their own value-creating
activities and roles? (f) If greater customer participation in
the value network means more information sharing, which
runs counter to the desire for privacy, how are these two
traded-off against each other (i.e. what price is a customer
willing to pay for forgoing privacy to gain value?)

The systemic nature of value creation

If value is co-created rather than firm created and delivered,
and if co-creation involves complex networks rather than
either dyads or sequential chains, it raises a whole host of
research questions related to systemic and synergistic effects.
For example: (a) What is the relationship between value
creation in one part of the network and value creation in other
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parts of the network? (b) What are the metrics of value
creation in the system? (c) What is the meaning of
“productivity” in an interactive, co-creation sense and how
can it be measured? (d) What is the relationship between
relieving and enabling in different parts of the network? (e)
What is the role of competition in a value-creation network?
The systemic nature of value creation is important for
managers to understand because often competing firms use
the same suppliers, suppliers or customers can also become a
competitor to the firm, and value can only be accessed on a
relative basis; that is in comparison to competitor offerings.

Market sensing and organizational learning

All organizations learn and what they know influences how
they search, pay attention to and interpret what they find
(Sinkula 1994). Since S–D logic views knowledge as the
fundamental source of competitive advantage it is important
to understand the fundamental issue of how organizations
sense, respond and learn. This is quite different than how
organizations use information or how they gather informa-
tion and analyze it. It goes to a deeper issue of how
organizations are able to sense the market (and the value
network and its various actors). It also goes to how
organizations learn and how they develop knowledge.
Although there is a strong growth in knowledge manage-
ment systems (software) the most interesting questions are
much more fundamental. They deal, for instance, with
issues such as: (a) What do the marketing and supply chain
managers do to sense and learn from each other, from
suppliers and customers? (b) What is the effect of learning
through quantitative research versus qualitative research?
(c) How do marketing and supply chain professionals
identify their deeply held assumptions about each other,
suppliers, and customers and how can they be suspended to
stimulate learning? (d) What is the role of infomediaries
and exchanges in aiding or hindering sensing and learning?
(e) How do the value network density, breadth, and depth
influence information sharing? (f) If tacit knowledge is the
most critical for competitive advantage and largely resides
in individuals how do we identify which individuals have
this critical knowledge and how do we retain these people
in the organization or how does a firm support formation of
tacit knowledge clusters (in and around the value network)
and partner with them as needed to compete? Because
knowledge is the fundamental source of competitive
advantage the preceding and many other questions and
research topics can be of substantial benefit to managers.

Governance issues with value networks

We have learned a lot about market and hierarchical (firm)
governance but know relatively little about value networks

and their governance. Part of the challenge is that unlike an
organization which can be owned, no one owns the value
network. Managers should be highly interested in these
topics because governance is wrapped up in the issue of
contracting which is central to all business relationships. A
research program could begin with questions such as: (a)
Are manufacturers, wholesalers or retailers in a better
position to be the value network architect? (b) What are the
power sources that are most likely to be effective in value
networks versus markets or hierarchies? (c) What role do
norms play in the value network? (d) How are norms
formed and modified? (e) When the value network is global
and no single actor located in a particular geopolitical area
is dominant who is responsible for ethical and/or legal
violations? (f) If the customer is part of the value network
then what is their responsibility? (g) What dictates who
enters and leaves the value network and when? (h) In the
traditional goods–dominant logic, the product manufacturer
has always been the key node that dictated the composition
of the value network, however, how does this change in a
network and service–dominant world?

Innovation

In the old industrial model, innovation and product
development was centralized in the firm. Firms hired
scientists and engineers and they developed intellectual
property which formed the basis of new product develop-
ment. With S–D logic and value networks product
innovation has become open (Chesbrough 2006) and
democratized (Von Hippel 2005). Managers are more
cognizant that no single firm has enough knowledge
and sufficient human resources to create the innovations
that are needed to compete globally. Thus managers can
benefit from the managerial and strategic insights that
could accrue from the following research opportunities:
(a) What is the most effective way to bring suppliers and
customers into the product design process? (b) What is
the role of weak ties in stimulating innovation? (c) How
do customers motivate competing suppliers to collabo-
rate? (d) How does or should one safeguard intellectual
property when customers and suppliers are brought into
the product development and innovation process? (e)
How can innovation tools be applied to foster service
innovation? (f) How can one reframe the value network
to speed up innovation processes and make them more
agile? (g) What is the nature of relievers and enablers?
(h) With so much knowledge centered around or moving
through infomediaries, can a group of exchanges, through
effective information sharing, collaborate to become the
sources of tacit knowledge and develop the competence
to innovate (develop new ideas, develop alternative ways
to service a customer, etc.).
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Concluding comments

We know the relationship between marketing and supply
chain management can be improved, in academic thought,
teaching, and practice. Exceptions exist but this is the
current state of affairs and likely the motivation for this
special issue of the Journal of the Academy of Marketing
Science. But what is, is not what should be, or might be.
Toward this end we have identified S–D logic as a potential
unifying paradigm that allows for a more fully informed
understanding of the true nature of economic exchange
from which arises the need for supply chains, marketing
and their respective management. From this fundamental
understanding of the essential nature of economic ex-
change, the exchange of service, or the application of one’s
resources for the benefit of another, we can both reframe
marketing and supply chain management and converge
them into a unified process and system for enhancing firm
performance, customer value, and societal well-being. All
economic actors are suppliers to the customers they serve.
When and if this occurs the firm will be better able to adapt
to survive and thrive in a network world.
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