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Abstract

The concepts of value-in-use and value-in-exchange have provided the theo-
retical foundation for scholarly thought since antiquity. The latter has exerted
particular influence in economic and business thought since the time of Adam
Smith. However, several value-related research streams have, more recently,
drawn attention to the contextual and experiential nature of value creation
and determination, shifting primary attention to the importance of value-in-use.
The convergence of these streams can be seen in the transcending conceptual
framework of service-dominant (S-D) logic and its service-ecosystem perspec-
tive. Despite its origination in marketing, S-D logic increasingly represents an
interdisciplinary endeavour.This commentary elaborates S-D logic’s conceptual-
ization of value—‘a change in the viability of a system’—by capturing the nature
of value through four propositions: (1) value is phenomenological, (2) value is
always co-created, (3) value is multidimensional and (4) value is emergent. It also
provides some specific suggestions for how future scholarly work can contrib-
ute to the further refinement of the understanding of value.
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What is value? This question has been the subject of discourse and debate since
antiquity. In particular, the distinction between use value and exchange value dates
back to the time of Aristotle, and continues to influence the way we conceptualize
value today. Over time, exchange value, or value-in-exchange, moved to the fore-
front of the conversation, particularly through the adoption of the work of Adam
Smith (1776) and the development of economic science. Smith recognized use
value, or value-in-use, as ‘real value’ and value-in-exchange as ‘nominal value’
based on the price a person is willing to pay. However, many who study the nature
and creation of value appreciate the relative simplicity of measuring value-in-
exchange, and thus, its popularity grew (Vargo, Maglio, & Akaka, 2008).

Increasing efforts to create and measure value-in-exchange fuelled production
surplus (Smith, 1776) and the industrial revolution. This focus on nominal value
eventually established the foundation for economic science and influenced the
development of a variety of business-related disciplines, including marketing
(Vargo, Maglio, & Akaka, 2008). Although business disciplines generally continue
to center on value-in-exchange as a primary measure of value, the marketing disci-
pline has shifted over time to consider other value-related concepts such as cus-
tomer satisfaction (e.g., Oliver, 1993) and experiences (e.g., Holbrook & Hirschman,
1982; Prahalad & Ramaswamy, 2004). These customer-centric views draw atten-
tion to the need to study value-in-use because they are based on the assessment of
value through customer-firm interaction or the use of a market offering.

Customer-centric views on value provide insight into how value is derived
through use of an offering. However, just shifting the focus of value creation
from a firm to a customer maintains an unbalanced view of value and limits the
understanding of the process by which value creation occurs. Research regard-
ing value co-creation points towards the creation of value as a joint process
(e.g., Prahalad & Ramaswamy, 2004), which is driven by the integration and
exchange of resources among multiple actors (Vargo & Lusch, 2004). In this
view, value is not created through isolated efforts of a firm or a customer but
through combined actions and processes. In addition, the idea of value constel-
lations or networks (e.g., Normann & Ramirez, 1993) extends the scope of
value creation beyond a dyadic interaction to an interconnected web of interac-
tion and exchange. Extending the process of value creation beyond an individu-
al’s actions or perceptions requires a reconsideration of the meaning of value. In
order to understand value within a constellation of actions and actors, a more
systemic view of value—which encompasses both value-in-exchange and
value-in-use—is needed.

Recently, a partial shift in marketing, as well as other disciplines, towards a
service-dominant (S-D) logic of market exchange is leading to a more encom-
passing view on value. S-D logic advocates a systemic understanding of value
creation and the importance of context through which value-in-use is derived
(Akaka, Vargo, & Lusch, 2013; Chandler & Vargo, 2011; Vargo, Maglio, &
Akaka, 2008). It is rooted in the mutually dependent ideas that: (a) service—the
application of one’s resources for the benefit of another actor—is the basis of
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exchange; and (b) value is always co-created. This field of research has evolved
through collaboration among a multitude of scholars from a variety of disci-
plines, into an increasingly elaborate conceptual framework, the ‘service-eco-
system’ perspective (Vargo & Lusch, 2011, 2016).

A service ecosystem is defined as a ‘relatively self-contained, self-adjusting
system of resource-integrating actors connected by shared institutional arrange-
ments and mutual value creation through service exchange’ (Vargo & Lusch,
2016, p. 11). This view draws attention to multiple levels of interaction and
‘institutions’—social norms, collective meanings and other coordinating heu-
ristics—as drivers of value creation (Akaka, Vargo, & Lusch, 2013; Chandler &
Vargo, 2011). The discussion underscores an understanding of how phenomeno-
logical value emerges through interaction and application of resources within
systems of service-for-service exchange. Importantly, S-D logic promotes an
extended contextual perspective, which includes social and cultural contexts
within which value is created (Akaka, Vargo, & Schau, 2015). This systemic
perspective implies that value represents a ‘change in the viability (well-being)
of a referent system’ (Vargo & Lusch, 2017; Vargo, Maglio, & Akaka, 2008).

The nature of value as conceptualized within a service ecosystem is elabo-
rated and the derivative implications of this perspective and future research
directions follow. Table 1 provides an overview of the characteristics of value
and examples of these characteristics in the context of a relatively new market,
ride sharing.

Table I. Characteristics of Value in Service Ecosystems

Description of

Value is...

Characteristic

Example

Phenomenological

Perceived
experientially
and differently by
varying actors in
varying contexts
in a service
ecosystem.

The introduction of ride sharing was
perceived as increased positive value

for people wanting alternative forms of
transportation and employment. However,
it was perceived as negative value for those
who worked in the taxi industry. In addition,
perceptions of its value changed over time
as regulatory and safety issues arose.

Co-created

Created through
the integration
and exchange

of resources
among multiple
actors, including
firms, customers,
suppliers and
government
agencies.

For ride sharing to become a viable
transportation option, multiple actors
were needed to provide a particular
service as well as engage in exchange. In
other words, the companies offering ride
sharing as a service needed drivers, riders,
and governments to embrace the idea of
ride sharing and engage in integration and
exchange of resources that enabled this
industry to emerge and grow.

(Table 1 Continued)
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(Table 1 Continued)

Description of

Value is... Characteristic Example

Multidimensional ~ Made up of The value of ride sharing is comprised of
individual, social, multiple dimensions, including individual
technological needs and wants (a person’s preference
and cultural for commuting), social norms (how others
components. generally use public and private forms of

transportation; the network of drivers and
riders), technological capabilities (availability
and usability of mobile technology); cultural
acceptance (value system of local culture).

Emergent Cannot determine To understand value emergence associated
value ex-ante; with ride sharing, it is insufficient to consider,
rather value solely, the manifold interrelated resources
comes into that constitute a particular ride-sharing
existence through experience (e.g., the ride sharing app,
relationships driver, car, wireless payment system, etc.).
between an actor  Although value emerges ‘through’ these
and the system. unique interrelationships and resource

combinations, it only emerges ‘because’ of a
unique relationship between the benefitting
actor and a service ecosystem (desire for
transportation at a specific time from and to
a specific place, ability and ease to access a
particular institutional infrastructure, etc.).

Source: Authors’ own.

* Value is phenomenological: The phenomenological nature of value is

foundational to the S-D logic framework. Within S-D logic, ‘value is
always uniquely and phenomenologically determined by the beneficiary’
because ‘value is idiosyncratic, experiential and meaning laden’ (Vargo &
Lusch, 2008, p. 7). This view on value draws on the idea of value as an
experience (Prahalad & Ramaswamy, 2004), but extends the context of
experience (Akaka, Vargo & Schau, 2015) to consider the contributions
and influence of multiple actors (beyond the firm—customer dyad)
involved in deriving and determining value. In other words, what is valu-
able to one actor at a particular place and point in time may not be valua-
ble to a different actor, or to that same actor at a different time and place
(Vargo, Maglio, & Akaka, 2008). This complicates the ability to develop
a standardized measure of value because phenomenological measures of
value must allow for multiple perspectives and changes of value across
time and social spaces (Akaka, Vargo, & Lusch, 2013).

Value is always co-created: S-D logic is grounded in the foundational
premises: (a) ‘value is co-created by multiple actors, always including the
beneficiary’; and (b) ‘actors cannot deliver value but can participate in the
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creation and offering of value propositions’ (Vargo & Lusch, 2016, p. 8).
In this way, value is never created through isolated efforts of one indi-
vidual actor. Value co-creation occurs as each individual actor enhances
its own well-being by depending on a variety of operant and operand
resources, many of which are accessed through exchange (Vargo & Lusch,
2004). Whereas ‘operant resources’ are those that are capable of acting on
other resources, such as skills and competences, ‘operand resources’ are
those that are acted upon to create value, such as tangible offerings. Both
types of resources are important for value creation, but the former is
primary in developing value propositions and deriving and determining
value. This emphasis on operant resources underscores the importance of
knowledge and the interaction and relationships of actors. Knowledge
exists within and is maintained by society, and without knowledge no one
can survive, much less thrive (Bastiat, 1860). Thus, value is ‘always’ co-
created because the creation of value is a socially embedded event.

S-D logic generally focuses on the study of positively valenced value
co-creation. However, a phenomenological view on value inherently sug-
gests that interaction and exchange do not always lead to positive outcomes.
Indeed, interaction often leads to negatively valenced value creation (some-
times referred to in terms of ‘value co-destruction’, see Pl¢ & Chumpitaz
Céceres, 2010) as well. However, whether value is positive or negative is
dependent upon the particular perspective within a system, and thus each
instance of value co-creation has multiple possible assessments.

* Value is multidimensional: The emphasis on phenomenological and co-
creative aspects of value highlights value as a multidimensional construct,
created through interactions among multiple actors and derived through
the intersection of multiple institutions. In other words, ‘value co-creation
is coordinated through actor-generated institutions and institutional
arrangements’ (Vargo & Lusch, 2016, p. 8). Thus, the social and cultural
context of value (Akaka, Vargo, & Lusch, 2013) is integral to what value
is, and how it is created. Also, because value is derived and determined
from a particular perspective, in a particular context, phenomenological
assessments of value also change over time and space. Furthermore,
because each actor is embedded within a service ecosystem, value is not
only derived from individual well-being but also is a function of collective
wellbeing (Vargo & Lusch, 2017, p. 49, emphasis in original). A multidi-
mensional view on value allows for the reconciliation of value-in-use and
value-in-exchange because it provides a means for considering various
aspects of value—how it is determined through use, as well as how it is
captured in exchange. The consideration of value-in-context (Vargo,
Maglio, & Akaka, 2008) helps to integrate these distinct ‘types’ of value
because social, cultural and situational contexts of value creation influ-
ence the resourceness/usability of a particular resource, as well as its
worthiness in exchange. Furthermore, the context of value draws attention
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to the network of actors within which value is created (Chandler & Vargo,
2011). This indicates that value is also impacted by the sustainability of
the social system that enables value creation (e.g., markets).

* Value is emergent: A service-ecosystem view on value implies that the
ecosystem, formed through service-based interaction among multiple
actors, is driven by the need to exchange resources in order to survive and
thrive. Complexity, emergence and self-organization are critical compo-
nents of service ecosystems (Vargo & Lusch, 2017). Through complex
interactions among multiple actors, shaped by various institutional
arrangements, value is continually co-created and co-destroyed and can-
not be determined ex-ante. In this way, value is an emergent property that
comes into view in a temporal and contextual manner. The service-eco-
system perspective requires oscillating perspectives (i.e., both zooming in
and zooming out) for studying value, which ‘makes more evident the
whole-is-more-than-the-sum-of-its-parts nature of systems. That is, it
more readily reveals emergent properties of systems’, such as value
(Vargo & Lusch, 2017, p. 55). In this way, value creation acts as the
hidden glue that holds the dynamic pieces of a service ecosystem together
because it both motivates and gives meaning to any particular interaction,
including exchange. According to Georgiou (2003, p. 242), ‘In system-
theoretical terms, not only do the manifold of interrelated parts which
constitute a system harbor an emergent property, a unifying reference
point; the interrelated parts can only be understood given this emergent
property.” This underscores the phenomenological approach to value cap-
tured in S-D logic’s FP 10/Axiom 4. In this view, a system itself cannot be
identified as being such without its emergent property, value. In other
words, ‘[value] provides the identity of a [service eco] system’ (Georgiou,
2003, p. 242).

Taken together, phenomenological, co-created, multidimensional and emergent
characteristics of value converge on the idea that value is a system-level construct.
This, in turn, supports a service-ecosystem conceptualization of value as a ‘change
in the viability of a system’ (Vargo, Maglio, & Akaka, 2008). In this view, value may
be evaluated across many temporal and phenomenological states. However, the pro-
cess of creating value leads to both intended and unintended consequences (cf.
Giddens, 1984). Thus, the outcome of value creation should be considered from a
systems view to account for the variance in perspective and changes in the system,
over time and space. As Weinberg states, ‘emergent properties are not properties
that emerge singularly from the system: they are properties which emerge due to a
relationship between observer and system’ [(Georgiou, 2003, p. 24, emphasis in the
original); see also Weinberg, 1975]. This view on value indicates that value assess-
ment (e.g., measurement) requires deep consideration of the multiple dimensions of
value, and how they can be determined in relation to particular referents, over time,
within a given context. This is no simple task.

This commentary provides a systemic orientation to conceptualizing value,
which is grounded in a service-ecosystem perspective. It provides a novel
approach for thinking about what value is, so that researchers might investigate



Vargo et al. 7

value through a more dynamic and multifaceted lens. This systemic approach to
value extends firm-centric and customer-centric views on value by considering
the contributions of multiple actors in value creation and determination. It tran-
scends prior views on value-in-exchange and value-in-use by suggesting that
exchange is required for value creation, but because value is phenomenological,
multidimensional and emergent, the determination of value differs throughout
an ecosystem. Future research applying a service-ecosystem view on value can
focus on breaking down the nature of phenomenological value and considering
various means for its study. Furthermore, deeper exploration of the complexity
of context (Akaka, Vargo, & Lusch, 2013) is needed to enhance the understand-
ing of how value is derived and determined. Finally, the emergent nature of
value requires the intersection of understanding both phenomenological and
contextual aspects of value, so that we may be able to explain and predict the
instances within which value is co-created, both positively and negatively.

This service-ecosystem perspective helps to move the discussion beyond
the bifurcation between value-in-use and value-in-exchange. Furthermore, it
provides a systemic approach to value creation, which can aid managers in think-
ing about how multiple perspectives and actors contribute to value creation.
Drawing attention to value as a phenomenological, co-creative, multidimen-
sional and emergent phenomenon reveals that firms (or customers) cannot create
value on their own. As demonstrated by the ride-sharing example, managers with
a desire to introduce a new service into a new market need to consider a variety
of factors, if they wish to participate in the emergence of positive value. They
need to consider carefully: (a) who is determining value? (b) who is participating
in value co-creation? (c) what are the dimensions of value? and (d) how is value
emerging in positive or negative ways? Considering these questions can help
managers determine with whom to collaborate and how to move forward as they
engage in interaction and exchange.

We have provided a foundational, theoretical framework to initiate the (re)
conceptualization of value from a service-ecosystem view. There remains a
great deal of work to be done to address the question of ‘what is value?” and to
fully develop an adequate understanding of its emergence and its assessment.
We submit, however, that the task is significantly advanced through a dynamic,
service-ecosystem, co-creative and institutional perspective. We intend to
continue developing, refining and testing this conceptual framework and invite
others to join us in this important endeavour.
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