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The Importance of the Right Logic

S-D
Logic

= Without changing our pattern of thought, we will not
be able to solve the problems we created with our
current pattern of thought
Albert Einstein

= The greatest danger in times of turbulence is not the
turbulence: it is to act with yesterday’s logic.
Peter F. Drucker

= [he main power base of paradigms may be in the fact
that they are taken for granted and not explicitly
questioned
Johan Arndt

= What is needed is not an interpretation of the utility
created by marketing, but a marketing interpretation of

the whole process creating utility.
Wroe Alderson



Goods-Dominant Logic Model:
B Value Production and Consumption




Today’s Agenda

The S-D Logic Journey

eBasics
eUpdates
eExtension

Current S-D logic focal areas

eService ecosystems
eInstitutions

Some implications/midrange
"applications”



S-D Logic: The Story

e Vargo, Stephen L. and Robert F. Lusch, (2004) “Evolving to a New Dominant
Logic for Marketing,” Journal of Marketing.
for Marketing

e Submitted: 1999
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Stephen L. Vargo & Robert F. Lusch

Evolving to a New Dominant Logic

e The dilemmas
e The idea of a "new service economy.”
* The idea of two marketing approaches.
e Goods and “services”
e The approach:
» Read “everything” in the “service(s)" literature
e Across time
¢ Across disciplines

Soonomk exchenge. The Bulhora expks s ovoMg oy and s cosponding st

goods Is fundamental to
I perspactive for markesng scnoiars,

he formal stady of marketing focused at first on the

dusbuion sd exchunge of comdides d -

factured prodacts and featursd 2 foundation in
nomics (Mushal 1927 Staw 1913 Smith 1904 The &t
marketing scholars directed their sisssion towsnd com-
modities exchange (Copeland 19201, the murketing insitu-
ticas al made goods availble asd arranped for possession
(Nystrom 1915; Weld 1916), and e funciicas that nesded
10 be performed to facilitate the exchange of poods through
marketing isssitutions (Cheringtoa 1920 Weld 1917).

By the e-n\ 19501 the functicnal school began to
moeph into g mazagement school, which was
chanaceerizsd bq s decion makiog appreach lo managing
the markeling fencticas nd an overarchizg focus on the
customer (Drucker 1954; Leviet 1960; McKitierick 1957).
McCarthy (1960) and Kodler (1967) characterized marketing
25 3 decision-making activiy directed a satisfying e cus-
tomer at  profit by Largeting a market and then making opti-
mal decisions oa the rarkcing i, or e *4 e The fum.
damental foundation and the tie to the standard economic
model continued 1o be strong. The leading marketing man-
agemest texibook ia the 19705 (Koler 1972, p. 42, empéa-
s in original) statd that “mirketing mansgemeat secks to
determine the sedtings of the compazy's marketing decision
arables hat will mesiize the company's Objesves) in
the light of ths expacted behavior of noncontrollable
demand variaties:”

Beginning i (he 1960k, many new frames of reference
that were net based s the 4 P's and were el indegen-

of the microeconcmic paradigm began to
emerge. What appeared to be separate lines of thought sar-
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faced in relationship marketing, guality management, mar-

ket criction, supply tad va: chia meegencet
rce mansgement, and networks. Py

i e e of sevices markting 1 8 mhdlu:lplnt

followisg, scholars” challesges to “break free”™

1970) from e urting ad ecopi ulqm
e dominant logic for dealing with services

mllkumgs subject matter (Dixca 1990). Many scholars

believed gl marke: was becoming mece frag-

mested. On the surface. this appearsd to be & ressozable

stion.

In the early 19905, Websser (1992, p. 1) argued, “The
histerical marketing masagement function, hased ca the
microecosomic maximizaticn paradipm, must be critically
examined for its relevasce to marketing theory and prac-
tics™ At the end of the twenticth century, Day and Mont.
gomery (1999, p. 3) sugpssied that “wih growing reserva-
tioa about the valdity or usefaloess of the Four 's concept
2ad its lack of recopaiticn of marketing as an insovating oc
adaptive force, the Four P's sow are reganded s merely a
handy framework” At the same tire, advocating a network
perspective, Achrol and Kotler (1999, p. 162) sated, “The
very natare of setwork orgasization, the kinds of theoies
toctl i s emderanig, 1 e il it ca he
organization of coasumption all suggest that 2 paradipm
R Tor markelisg may not be far over the hnrmx: Shech

of relationships

keing actors They weok 2 far 12 statin (3. 140) tt
the marketing discipline “give up the sacred cow of
exchange theory” Otber scholars, sach as Rust (1998),
called for coavergena: among scemingly diverpeat views.

Fragmenied thought. questions about the future of mar-
Ketng, cal for 3 uradgn shi.sadcomtrovny ove .
vices marketing being a distinct ares
calls for alarm? Pechaps markeling oupht i ot o much
fragmesicd 2 it is evolving toward a new domisant logic.
Inccasiagy, mmlciing bas shifad mch of ks doraiamst
logic away from the cxchange of sagible poods (massfac-
tured thisgs) aad towand the exchangs of intangibles, spe-

A New Dominant Loglc /1

e The insight: The goods/service(s) model is inverted
e Goods are a the special case; service is the general case




Wrong Thinking about Service(s):
B The G-D Logic Perspective

S-D
Logic

e Intangibility

e Heterogeneity (non-standardization)

e Inseparability (of production and consumption)
e Perishability




Other Problems with Goods Logic

Logic

* Service (benefits) they provide
e Intangibles (brand, self image, social connectedness, meaning)
e Inputs into holistic experiences

e “Consumer orientation” is an add-on--does not help

e Making “better,” novel (& more attractive) output — goods and
“services”

e with more embedded value
e for waiting markets
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Complexity and Engineering
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Tourism Marketing in an Era of
Paradigm Shift
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Introduction

Competition aims to create superiar value for the involved actors. To gain competitive
advantages, firms can facilitate service mnovation by enabling actors to improve ther
own use value. That is, innovations often stem from a novel or improved way to use
msmgrmmtezmmhe ﬂhe.ﬁnughmmmsa. innovations also are based an
new ornew tech that pable of creating service. These
service systems omnstitute the l:ﬂx:cmﬂmande@b'nfﬂhe co<reationand thus the
foundation for service innovation. The customer co<reates and determines the value of
serviceinnovation, while the company usually i responsible for the vahe proposition and
facilitating the value creation process (Lusch efal, 2007). Yet tounderstand the mle of the
service system in service innovation, we also must look at how structures, such as

CTF-Center for Service Research, Karistad University, Karistad, Sweden, and

Lucy Kimbell
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‘This paper considers different ways of approaching service design, exploring what professional designers who say they design services
are doing. First it reviews literature in the design and management fields, including marketing and operations. The paper proposes a
framework that clarifies key tensions shaping the understanding of service design. It then presents an ethnographic study of three firms
of professional service designers and details their work in three case studies. The paper reports four findings. The designers approached
services as entites that are both social and material. The designers in the study saw service s relational and temporal and thought of
value as ereated in practice. They approached designing a service through a constructivist enquiry in which they sought to understand the
experiences of stakeholders and they tried to involve managers in this activity. The paper proposes describing designing for service as a
particular kind of service design. Designing for service is seen as an exploratory process that aims to create new kinds of value relation
between diverse actors within a socio-material configuration. This has implications for existing ways of understanding design and for
research, practice and teaching.

Keywords - Designing for Service, Service Design, Service Management.

Relevance to Design Practice - Helps designers idenify which concepts of design and service are mobilized in projects. Describes
) ducts and

designing for process in which di important, Instead, services are
inderstood as socio-material configurations involving people, processes, technologies and many different kinds of objeet.

Citation: Lucy 5(2),41-52.

Introduction within universities (such as the 2006 conference in Northumbria

University, see https//www.cfdrcoukiisdn), a professional
Service Design Network (Mager, 2004) with annual conferences,
books (Hollins & Shinkins, 2006; Meroni & Sangiorgi, 2011),
and through the work its practitioners publish in reports and on
websites. There has been description of the methods and tools

Over the past decade, a profession of service designers has
emerged and an interdisciplinary field of service design research
has begun to take shape. Accounts of service design vary from
those that see it as a new field of design to those that stress its
origins in other disciplines and make references to existing
approaches within design, management and the social sciences.
Allbough theso studics providousel nsghs, ey donotoffes 3

lysis of what is involved in d that
draws extensively on both design and service literatures (Meroni
& Sangiorgi, 2011). Similarly, although the services marketing
and operations management fields have discussed service design,
there has been little effort to engage with different theories of
design (Menor, Tatikonda & Sampson, 2002; Tax & Stuart, 1997).
This reflects a deep-rooted lack of attention to design within
‘management and organization studies resulting in part from a
gulf between the research and education traditions in the social
sciences and design disciplines (Boland & Collopy, 2004; Jelinek,
Romme & Boland, 2008; Simon, 1969).

There s relatively lite literature analyzing the work
of professional service designers. Two decades ago, services
rescarcher Evert Gummesson declared “We have yet to hear of
service designers” (Grdnroos, 1990, p. 57). Now, a profession
of service designers exists. Many service designers are educated
within the art-school design tradition within fields such as
product or interaction design, rather than within the paradigm
of enginecring design. Although the field of service design is

2009). Meanwhile, there i little published about these designers
within the management literature. Exceptions include Bate and
Robert’s (2007) study of what they call “experience-based”
design, based on UK design consultancy ThinkPublic’s work with
a cancer treatment service; Zomerdijk and Voss’s (2010) work on
the design of cruises and entertainment services; and qualitative
research on the material practices of service designers by Stigliani
and Fayard (2010).

‘This paper uses an interdisciplinary approach to explore
different ways of thinking about service design. It investigates
whether professionals whao take service design as their specialism
bring something new to existing understandings of design. First,
I review the literature on design and services drawing on design
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@ Major Turns and Transitions

S-D
Logic

e From co-production to cocreation of value

e Actors as resource integrators

e From dyads to networks (zooming out)

e Value through holistic experience

e From B2C (producer/consumer) to B2B (A2A)
* Practice-theoretical approach

e From (8-11) FPs to 5 Axioms

e From networks to service ecosystems
e Institutions as coordinating mechanisms/building blocks




)| Axioms of Service-Dominant Logic
S?I Premise Explanation/Justification
Logid

’ Al Service is the fundamental The application of operant resources
basis of exchange. (knowledge and skills), “service,” is
the basis for all exchange. Service is
exchanged for service.
A2 Value is always cocreated by Implies value creation is interactional
multiple actors, including the |and combinatorial.
beneficiary
A3 All economic and social actors | Implies the context of value creation
are resource integrators is networks of networks (resource-
integrators).
A4 Value is always uniquely and | Value is idiosyncratic, experiential,
phenomenological determined | contextual, and meaning laden.
by the beneficiary
A5 Value cocreation is Institutions provide the glue for
coordinated through actor- value cocreation through service-for-
generated institutions and service exchange
institutional arrangements




Value Co-creation through
[l [Resource Integration & Service Exchange

S-D
Logic )
J Economic
~ Currency
' .
‘ SerViCe
. New

Resources

Value

Public
Currency



Micro Exchange Embedded in
Bl Complex (Eco)Systems of Exchange

Resource Integrating actors



Resource Integration & Service-for-service
| Exchange within Service-ecosystems

Institutions & Institutional
arrangements/logics

Resource Integrators



The Structure and Venue of Value Creation:
Al[Institutions & Service Ecosystems

S-D




Levels of Aggregation & and the
B Structuration of Service Ecosystems

Institutions Resource Integrators



The Core Narrative & Processes
|| of Service-Dominant Logic

S-D
: Establishing
Logic s G Goneri
overlapping

) actors
SEI‘VICG Involved in
ecosystems
’ Value ‘
Co-
Engdeongeigg:j y creation Resource
Institutions & Integration
Institutional and
Arrangements
Service
Exchange

Enabled &
Constrained by



gy Hip-Pocket” S-D Logic

S-D Service ~
ecosystems Generic

Log |C Ncesﬁedkand actors
Components

& Structural Perspectives

Resource
Integration

Institutions

Service
Exchange

«Coordinated
through

Societal:
National, Global, etc

Macro

(Sub)culture:
Brand, Market, “industry, etc

Exchange
B2C, B2B, C2C, etc

Institutions Resource Integrators



S-D
Logic

TOWARD
MIDRANGE THEORY



Levels of Abstraction and Aggregation

Levels

Theory/
Abstraction

Aggregation
Macro Level Meso Level
(e.g., societal, (e.g.
community -- “industry” /market,
national, global, cartel)

local)

Micro Level
(e.g,
transactions,
sharing,)




Paradigm, Lens,
General Theory

Mid-, Micro-Range
Theory,
Frameworks,

Models

Evidence Based
Research



Broadly Drawing from...

Service
Exchange
Ecosystems Value

Cocreation
Institutions
& Resource
Institutional Integration
Arrange-
ments Value
Determina-

tion




The Sciences of the Artificial

Third Edition

The world we live in is much

more a man-made, or artificial

one, than it is a natural one
The significant part consists

mostly of artifacts, called
symbols (p. 2)

‘Judgment’ is a heuristic search

The real-world economic actor
is a satisficer, who accepts good
enough, because (optimization)
IS not a choice.(p. 29)
Markets and organizations are
social schemes that facilitate
coordinated behavior,
conserving the critical scarce
resource of human ability to
handle complexity (p. 49)



Institutions as the Building
Blocks of Social Science

S-D
Logic

“The discovery of the inescapable evidence of the
interdependence of market phenomena overthrew [the] opinion
that there was in the course of social events no regularity and

invariance of Phenomena [as found in] “natural phenomena”...
(von Mises, 1949 p. 2).

= 'One must study the laws of human action and social
cooperation as the physicist studies the laws of nature” won mises,
1949 p. 3).

= Can we dig below the immense diversity of regularized social
interactions in markets, hierarchies, families, sports,
legislatures, elections, and other situations to identify universal
building blocks used in crafting all such structured situations?
Yes. (ostrom 2005)

= The diversity of regularized social behavior that we observe at
multiple scales is constructed from universal component
organized in many layers. (ostrom 2005)

= Institutions are both the “recursive organizers” of practices and

the “practices with the greatest time-space extension.” (ciddens 1984,
p. 17)




T

Formal Institutional Theory
Across Disciplines

S-D
Logic

= "Greater divisions exist within than between disciplinary
camps.” (Scott 2000, p. 2)

.

Social Sciences

Political
Science

Positive theory of
institutions
Regime theory of
institutions

The Commons/
common-pool
resources

\

Sociology

Economics

Functionalism
Structuralism
Hermeneutics
Practice theory
Structuration

-
-
-
-
-
-
-
-

Organizational
studies

Institutional theory

Neo-institutional theory
Institutional entrepreneurship
Institutional work
Institutional logics

Institutional economics
Austrian school/
praxeology

New institutional
economics

Evolutionary economics

Marketing

- Relational norms of exchange

- Market practices
- ‘Megamarketing’/Legitimazation



Innovation:
The S-D Logic Perspective

S-D

Logic

Continual creation of new markets by:

Leveraging existing service institutions/
ecosystems - L

Institutional
Dynamically reconfiguring service | 5{G 52
ecosystems ettt e

Creating new ecosystems
In short: doing “institutional work




Institutional Work

Logic

e Isomorphism — institutional dominance
e Agency — Individual intention

e Especially specialized: “intuitional entrepreneurs”
e Structuration: Duality of agency and structure

e Maintenance of institutions
e Disruption of institutions
e Creation of institutions



Complimentary Institutionalizations and Upstream
[Rl| Adoptions Processes for UBER and Lyft

S-D
Logic

Institutionalization of
- Pay per Distance Traveled
Customized Pick Up and Drop Off

Institutionalization of
vvvvvvvvvvvv - Mobile Applications for
Ordering Services

Institutionalization of
- eCommerce
- Rating System to . 0

increase Trust & iTunes

Institutionalization of
- Accepted
Transportation

Institutionalization of Practices

- Mobile Communicatio
and Data Excha

Z I p Ca I ®
e wheels when you want them

Institutionalization of
- Sharing Solutions



Select Institutional Work by Uber/Lyft:
n Maintenance, Disruption and Change

S-D
Logic| Institutions Institutions
maintained: disrupted :
= Pay for Distance - Professional Drivers
Traveled - Cash Payments
= Customized Pick Up - Flagging Down
and Drop Off - Regulated Industry
= Use of traditional Cars Etc.
= Etc.

Institutions
changed :

- Rating System of
Driver and
Passenger

In Cloud




Tesla Institutional/Ecosystem
Innovations

Roadster Ecosystem & _

Existing and planned
supercharger ecosystem

Model S/Powertrain Ecosystem

Other institutional Design Elements

= Laws (e.g., non-dealer sales)

= Habits (e.g., “fueling”: more often, while
parking)

= Regulations (e.qg., preferred parking spots)

= Business model: Open patents to cocreation




An S-D logic and Institutional View on
Innovation and Market Formatlon

emm T ST TS S e e
_________________
~~~~~
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/Reconciles to a:
/+ Cocreative,
« institutional & performative,
» service-ecosystem,

Technological

Market
Component

Component

framework
« Duality of Technoldgy, (Orlikowsky . Market practices and performatlwty/'
1992) (Kjellberg and Helgesson 2006;
« Technology as useful knowledge .2007; Araujo and Spring 2006) .-
(Mokyer 204) S +" Interpretive Flexibility; (Plnch and
Combinatorial Evolution (Arthur Bijker 1984) =
‘2Q11) « Markets as |nst|tut|onalrzed
«Ete. e el solutions (Vargo and Lusch 2014)

“““““““ —EteoTT

Vargo, S.L, H. Wieland, and M Akaka, (2014) Institutions in
Innovation: A Service Ecosystems Perspective” IMM (in Press)



Common Themes
in Business Model Thinking o, anit, and vassa 2011




Technology, Market Innovation& Business Models:

A Partial Reconciliation

Tech as useful
knowledge; (Mokyer 2002)

Duality of Technology;
(Orlikowsky 1992)

Social Construction of

technology (Pinch & Bijker
1984)

Combinatorial Evolution
(Arthur 2011)

Enables increased
density within value

constellations (Normann,
2001)

Market practices and

performativity (Kjellberg
and Helgesson 2006; 2007;
Araujo and Spring 2006)

Markets as
institutionalized

solutions (vargo and Lusch
2014)

Interpretive Flexibility;
(Pinch and Bijker 1984

Facilitation of exchange
through “institutional

arrangements” (Loasby,
2000)

seek to explain how
value is created (not

just how captured (zott
et al. 2011)

The “institutional logic”

of the firm (e.g., Thornton
et al. 2012)

Business model

innovation (Chesbrough
2007)

Emphasize a system-

level, holistic approach
(Zott et al. 2011)

Cocreation through
firm and partner(s)
activities (Zott et sl. 2011)

Service Exchange

Institutionalization

Resource
Integration/
ecosystems

Value cocreation



A Fractal Model of Value Creation

Establishing nested &
overlapping
Service .| , Generic actors

ecosystems Involved in

of

—

' Technological\

Innovation)

—

’ Market ‘

Innovation

Cocreation

Endogenously generated Resou rc_:e
Institutions & - Integration
Institutional ' Business ‘ and
Arrangements Models
Innovation

Service
Exchange

Enabled &
Constrained by



Institutional Work and Engagement

Logic




From Customer Engagement to
Actor Engagement and S-D Logic

Systems
perspective on
Experiential nature engagement’s role in

of engagement value cocreation
(Brodie et al. 2011) (Jaakkola and
‘En agement and ¢ Connects engagement Alexander 2014)
gag and S-D logic

CRM (JSR special
issue 2010)

‘Engagement and

new product
development
(co-production)
(Sawhney et al.
2005)

“Customer

engagement”

as loyalty

(Applebaum

2001)



S-D
Logic Thank You! —
a n Ou ) SERVICE-
_ | DOMINANT
For More Information on S-D Logic visit: | ., LOGCIC |
sdlogic.net o e

We encourage your comments and input. Will also post:
e Working papers
e Teaching material
e Related Links

Steve Vargo: svargo@sdlogic.net Bob Lusch: rlusch@sdlogic.net
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Institutions and axioms: an extension and update
of service-dominant logic

Stephen L. Vargo' - Robert F. Lusch?
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Abstract Service-dominant logic continues its evolution, fa-  Introduction
cilitated by an active community of seholars throughout the
world. Along its evolutionary path, there has been increased
recognition of the need for a crisper and more precise delin-
eation of the foundational premises and specification of the
axioms of S-D logic. It also has become apparent that a lim-
itation of the current foundational premises/axioms is the ab-
sence of a clearly articulated specification of the mechanisms
: al

D) logic™
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oration offered a perspective on how m
practice was evolving to a new domin}
Lusch 2004)—now widely known as *}
and over half that time since
ed the evolution of the core framewo

MIS

I

SERVICE INNOVATION IN THE DIGITAL AGE: KK
CONTRIBUTIONS AND FUTURE DIRECTIONS

tel N SPECIAL ISSUE: SERVICE INNOVATION IN TH

Michael Barrett
Judge Business School, University of Cambridge,

Industrial Marketing Management 44 (2015) 63-72

Contents lists available at ScienceDirect

IPUSTHIAL
NASKEING
MANAGEMEN!

Industrial Marketing Management

Innovation through institutionalization: A service
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Rapid growth and dissemination of service-dominant (S-D) logic
within marketing and service science has provided a new lens for exam-
ining business, economy and society. The expansion spans many disci-
plines including; computer science, information systems, marketing,
management, operations management, service science, and supply
chain management, as well as specialized applications such as in arts,
design, education, health, sports, tourism and others.

The development of S-D logic (Vargo & Lusch, 2004) began with the
identification of a convergence of ideas and trends occurring for over a
century. The underlying purpose was to understand how markets
work and what marketing is and how it should be conducted. From
the outset, some of this conceptualization was, by necessity,
transcisciplinary and drew on work in anthropology, economics, law,
‘management, marketing and philosophy. However, most of it reflected
writings in marketing, especially the evolution to marketing thought
around “services” (e.g., Shostack, 1977) and relationships (e.g., Berry,
1983), both with a considerable heritage from Northern Europe and
the so-called Nordic School (e.g., Gronroos, 1994, Gummesson, 1994,
1995).

‘The initial effort (Vargo & Lusch, 2004) culminated in eight founda-
tional premises that offered the potential for an explanatory foundation
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damental basis of exchange. Axiom 2: Value|
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Institutions as resource con

Kaisa Koskela-Huotari
CTF, Service Research Center, Karistad University, Karlstad, S
VTT Technical Research Centre of Finland, Oulu, Finland,
Stephen L. Vargo
Department of Marketing, University of Hawaii at Manoa, He
Hawaii, USA

Abstract

Purpose — The purpose of this paper is to examine the role of institutions and instituti
in the process through which resources-in-context get their “resourceness.”
Design/methodology/approach — To shed light on the process of potential resourc
“resourceness,” the authors draw from two streams of literature: the service ecosyste
and institutional theory.

Findings — The authors combine the process of resources “becoming” with the concep
and c lize institutional ar and the unique sets of practices, symbols
principles they carry, as the sensemaking frames of the “resourceness” of potel
In service ecosystems, numerous partially conflicting institutional arrangements co-
actors with alternative frames of sense-making and action, enabling the emergence of

Research limitations/implications — The paper suggests that “resourceness” is inf
the complex institutional context in which it arises. This conceptualization reveals th
holistic, systemic and multidisciplinary perspectives on understanding the implication
of resources “becoming” on value co creation, innovation and market formation.

Pr: al implications — As the “resourceness” of potential resources arises due to

institutions, managers need a more profound understanding of the complimentary

institutional arrangements and the related practices, symbols and organizing principle:
the multidimensional context in which they operate.

Originality/value — This paper is one of the first to focus specifically on the procef
“becoming,” using a systemic and institutional perspective to grasp the complexity of th
Keywords Institutional complexity, Institutions, Resources-in-context, Service ecosy:

Value co-creation

Paper type Conceptual paper

Introduction

Since the publication of the initial work focusing on the collaborative, cus
nature of value creation at the turn of the millennium (Normann, 20!
and Ramaswamy, 2002, 2004; Vargo and Lusch, 2004), the phenomen|
contextual view on value has received increasing attention (see, e.g. Hel
2012; Ng and Smith, 2012; Schau et al., 2009; Vargo et al., 2008). Service-d
logic (Vargo and Lusch, 2004) and its service ecosystems perspective]
Vargo, 2014; Vargo and Lusch, 2011) build on and extend this
and contextual view of value creation by highlighting the systemic natf
value is co-created by multiple actors connected through the exchange, int
application of resources (Lusch and Vargo, 2014). The collaborative, co
systemic nature of value creation implies that resources are always inte

This research has been partially carried out in Digile Need for Speed program a
Tekes — the Finnish Funding Agency for Technology and Innovation.

journal homepage: www.elsevier.com/locate/orgdyn

Available online at www.sciencedirect.com
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A service perspective:

Key managerial insights from service-dominant

(S-D) logic

Charles R. Greer, Robert F. Lusch, Stephen L. Vargo

Several hundred years ago, when production began to shift to
factories, the firm became a bureaucracy that organized and
planned production and its sale. Most production occurred in
the cottage or household or in relatively small, crafts-
focused shops. The ascendance of the bureaucracy during
this period occurred when people, things, and information
moved slowly. Network connections between people and
organizations were relatively few, short, slow, and at times
impossible to develop.

As we entered the Industrial Revolution, few recognized
that the transformation was less about manufacturing and
mostly about the ascendance of communication and transpor-
tation ies. Th bled a revolution
in manufacturing and established network connections
between people and organizations that increasingly extended
to networks connecting things, people and organizations. By
the 1950’s, most developed countries were moving beyond the
industrial era and were entering what some called a “post-
industrial”, “services”, “information,” and ‘“network”
society. In this era, the revolutions in transportation and
communication continued and were joined by a revolution
in computation. Soon, the network connections and the trans-
mission of information between people and organizations
became many, long, fast, and more easily performed.

During the Industrial Revolution economics was develop-
ing as a science, largely based on the pursuit of a Newtonian-
like equilibrium model of markets and the economy. At the
same time the manufacturing or goods-dominant (G-D) logic
of management also developed. G-D logic embraced separ-
ating the consumer from the firm (producer) in order for the
firm to focus on producing large quantities of homogeneous
goods with workers performing highly specialized tasks that
increased efficiency (lower costs). These produced goods
would then be inventoried and transported to customers

http://dx.doi.org/10.1016/j.orgdyn.2015.12.004
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when needed and domestic surpluses would be exported to
help create the wealth of the nation. The firm focused on the
production and sale of homogeneous units of output at prices
that allowed it to maximize profits.

G-D can be best described as a logic of separation.
Because people, information and things moved slowly,
bureaucratic and hierarchical approaches to management
provided good solutions for coordinating work within orga-
nizations. In the factory and throughout the organization,
people performed specialized jobs in order to gain efficien-
cies through a high division of labor within the factory (e.g.,
automobiles, steel, brewing). Even when it came to mana-
ging the firm, some individuals performed the job of analyz-
ing the exogenous environment while others prepared multi-
year plans and still others performed the control function.
Because information was scarce and took time to dissemi-
nate, the process of analysis, planning, and control also was
costly and slow.

Today, the Internet connects workers, suppliers, customers
and other stakeholders. We are now beginning to see more
clearly the many-to-many networks that characterize business
and society. National, regional and global transportation sys-
tems have also enabled firms (e.g. Amazon, FedEx, Walmart)
to compete across large geographic markets. Firms also com-
pete for talent, some of which can be obtained through knowl-
edge workers using the Internet to collaborate. More and more
specialized business processes are now Internet- or Cloud-
based and have been implemented to increase collaboration
(both with customers and suppliers and within the firm itself),
improve service, and strengthen relationships. Examples of
such Internet- or Cloud-based processes include data sharing
at Phillips, order tracking at Stanley Black & Decker, knowl-
edge sharing and activity updating at Coca-Cola Enterprises,
and account tracking at Herman Miller.
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Program

S-D
Logic

e Suggest 4 (minimum) — 8 (maximum)

e Institutions
e Ecosystems
e Technology
e Midrange theory development




FMM Associated Special Issues

Logic

e Service-Dominant Logic, Service ecosystems and Institutions:
Bridging Theory and Practice

e Abstract submission by September 15

e Service-Dominant Logic: Institutions, Service Ecosystems and
Technology

e Full paper submission by Dec 1

e Irene CL Ng
e Stephen L. Vargo,



Smart Systems &
Science of Cognitive Computing

S-D
Logic

People with their cognitive mediators can be thought of as systems
in networks. For example, a smart service system can be viewed
as a type

sociotechnical system in which most people are augmented with
cognitive mediators to get and give service offerings. A wise

service system goes beyond smart, to improve multi-scale entity

interaction opportunities generation over generation improving

individual and collective gquality of life into the future.

Source: Jim Spohrer http://service-science.info/archives/4166 June
2, 2016




