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1. INTRODUCTION

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

With their widely-acclaimed paper ‘Evolving to a new
dominant logic in marketing’ first published in 2004,
Lusch and Vargo combined the efforts of various
research streams (e.g. service science and relationship
marketing) to introduce the so-called ‘service dominant
logic’ (henceforth S-D logic). S-D Logic challenged the
hitherto dominant ‘goods-dominant logic (henceforth
G-D logic) which inherited its focuses on tangible units
of outputs (goods) and the exchange of goods embedded
with value amid the production process from neoclassical
economics.

S-D logic initially introduced a set of eight
foundational premises -subsequently extended to eleven -
that build the foundation for the S-D logic, aimed at
transcending the underlying assumptions related to G-D
logic (Vargo et al., 2004, 2016). According to S-D logic,
a central assumption is that ‘actors cannot deliver value
but can participate in the creation and offering of value
propositions’ (Vargo & Lusch, 2016). Chandler et al.
(2015) define a value proposition as “an invitation from
actors to one another to engage in service” (p.6).
Although the concept of a value proposition is central to
S-D logic, there still seems to be limited agreement and
ambiguity surrounding its conceptualization (Ballantyne
et al., 2011; Frow et al., 2014; Skalén et al., 2014). Value
propositions have been analyzed in a variety of contexts
such as stakeholder networks (Frow et al., 2011) and
ecosystems (Frow et al., 2014; Vargo & Lusch, 2016).
Although the concept of a value proposition has been
widely used among scholars and marketing practitioners,
a study about 200 companies by Payne et al. (2014)
showed that while 65% used the concept, fewer than 10%
of organizations had a formal process in place supporting
the development and communication of their value
proposition. Webster (2002) further emphasizes the
importance of value proposition by stating that “the value
proposition should be the firm’s single most important
organizing principle” (p.61).

Frow and Payne (2011) state that there is an apparent
lack of scholarly articles on value propositions in general
and particularly a lack of specifics on value proposition
in practice. Hence, this study aims to bridge the gap in
the scientific literature by providing empirical evidence
that highlights the difference between value propositions
according to G-D and S-D logic in practice. Besides,
Kowalkowski (2011) emphasizes that “S-D Logic should
uncover opportunities for value creation constrained by
the traditional ‘goods-dominant’ mindset” (p.4). This
paper will provide managerial implications concerning
how a company can uncover these uncovered
opportunities by employing a value proposition according
to S-D logic. Therefore, this paper aims to answer the
following research question:

How do companies' value propositions employing G-D or
S-D logic vary in practice?

To answer the research question, a multiple case study
will be conducted to analyze the value proposition of
both respective companies employing a value proposition
according to G-D logic as well as S-D logic. Underlying
assumptions are compared to provide managerial

implications on how companies can adapt their value
proposition to uncover further opportunities for
(co-)creation.

This paper first shortly introduces both G-D as well as
S-D logic to outline their conceptual roots. Subsequently,
the concept of a value proposition following G-D and S-
D logic, is described, before the next section depicts the
difference between value propositions following G-D and
S-D logic. Thereafter, the methodology part deals with
the theoretical framework, which is subsequently used to
analyze ten companies. Next, the results of the case study
are presented and the research question will be answered.
Finally, managerial implications, recommendations for
further research as well as the limitations of this study are
outlined.

2. THEORY
2.1 S-D logic

In response to Lusch and Vargo’s initial publication in
2004, various research streams helped to continuously
adapt, extend, and further consolidate S-D logic over the
last decade. S-D Logic consists of five axioms from
which the remaining six foundational premises can be
derived. An overview over the foundational premises can
be found in Table 1. Lusch and Vargo (2014) argue that
“S-D logic is a more abstract, simpler (but broader), more
general, and transcending framework for understanding
human exchange and exchange systems in general”
(p.101). S-D logic transcends the traditional G-D logic,
which is closely linked to neoclassical economics.
According to G-D logic, the primary purpose of firms
and economic exchange is to produce and distribute
goods, mainly in the form of tangibles (Vargo et al.,
2004). Economic exchange on a basic level is dealing
with tangible units of output (goods), which are installed
with value amid the assembling procedure (Lusch &
Vargo, 2004).

On the contrary, Axiom and foundational premise one
emphasizes that actors ultimately exchange their skills
and knowledge (operant resources) as opposed to the
output of the application of their skills and knowledge.
Lusch and Vargo (2004) subsequently conclude that
“value was considered the comparative appreciation of
reciprocal skills or services that are exchanged to obtain
utility; value meant “value in use” (p.7).

According to the second foundational premise, the
notion that actors exchange their physical and cognitive
skills directly is largely a historical artifact (Lusch &
Vargo, 2004). An indirect exchange of services,
simplified through the usage of money, has emerged
instead (Lusch & Vargo, 2014). Organizations can mask
the fundamental nature of service-to-service exchange
because there can be many service transactions within the
company, which are not apparent from the outside (Lusch
& Vargo, 2004). Organizations are therefore substitutes
for direct service-to-service exchange (Lusch & Vargo,
2014).

Foundational premise three argues that goods are
services appliances that are infused with embedded
knowledge, serving as a distribution mechanism for
service provision, thus enabling the capability for self-
service of an actor (Lusch & Vargo, 2014). Goods can be
seen as an instrument to reach desired end states (Lusch
& Vargo, 2014). Kotler (1994) notes "the importance of
physical products lies not so much in owning them as in
obtaining the service they render" (p.64).



According to foundational premise four, operant

resources are needed to solve the problems of tomorrow
(Lusch & Vargo, 2014). Lusch and Vargo (2014) define
operand and operant resources as following: “operand
resources are resources on which an operation or act is
performed to produce an effect, and they compare
operand resources with operant resources, which are
employed to perform on operand resources (and other
operant resources). Operant resources are resources that
produce effects” (p.2).
Therefore, a sustainable competitive advantage derives
through the application of operant resources for the
benefit of another actor or oneself (Lusch & Vargo,
2004).

Furthermore, foundational premise five argues that
economies can be more accurately described as an
exchange mechanism for large scale specializations,
whereas each specialization is characterized by the
development and refinement of some particular
capability. Arguably, there is an increasing tendency to
split up tasks into micro-processes, which subsequently
can be done by multiple actors; each specialized in a
different process, resulting in an overall increase of
service exchange (Lusch & Vargo, 2004, 2008, 2014).
As this drastic increase in micro specializations or
service(s) became more apparent to the public, it was
postulated that there is a rise of a service economy,
however, ignoring the fact that service and operant
resources have always represented the essence of
economic exchange (Lusch & Vargo, 2004, 2014).

Axiom two and foundational premise six suggests that
value is not embedded in goods, as depicted in the G-D
logic; rather, value occurs when the good is utilized as
opposed to when it is being exchanged (value-in-use vs.
value-in-exchange). The assertion that customers are
always the co-creator of value helps to resolve the
discrepancy surrounding the assumption that firms are the
producer of value and customers the recipient thereof
(Lusch &Vargo, 2011). Lusch and Vargo (2014)
emphasize that the production and distribution merely
represent an intermediary process within the value
creation process. To utilize a product, the customer first
needs to understand how he/she can adapt the product to
his/her unique needs. Therefore, the beneficiary of the
product is continuing the value-creation process. Stated
alternatively, value derives from the use and integration
of resources (Lusch & Vargo, 2014).

Foundational premise seven argues that the enterprise
cannot deliver value, but can only offer value
propositions. Value propositions are frequently seen as an
appeal to collaborate with a company for the benefit of
both parties (Lusch & Vargo, 2014). A value proposition
is considered as an actor's attempt to invite another actor
to collaborate together on an offering that yields a
positive reciprocal relationship (Lusch & Vargo, 2014;
Ballantyne and Varey, 2006; Kowalkowski et al., 2012).

Foundational premise eight deals with the marketing
concepts of customer orientation and relationship
marketing, which became mainstream narratives within
the marketing domain to initially overcome the limiting
assumption associated with the G-D logic, which states
that the customer is an external entity within the value
creation process. However, S-D logic recognizes the
relational nature of value creation, as described in the
second axiom. Value is created over time through the
relational intertwining of resources and competencies.
Through continuous communication actors realize what

the other party values. Therefore, relationships among
actors are inherently beneficiary oriented.

Axiom three and foundational premise nine states that
actors co-create value through the exchange of service
rights. However, this perspective only portrays the
interaction taking place on a micro level. Actors are not
separated entities from their environment, as depicted in
structuration theory; they are both at the effect as well as
the creator of their surroundings (Lusch & Vargo, 2014).
Axiom three states all economic and social actors are
resource integrator, taking a more macro level
perspective. Lusch & Vargo (2014) argue that the
service-to-service provision exchange is only a fraction
of the conditions needed to co-create value. As Lusch &
Vargo (2014, p.77) emphasize: "It is not simply acquiring
services (resources) from suppliers but rather integrating
these services (resources) with internal resources and
public resources to create a market offering that reflects a
compelling value proposition." Resource integration can
also be considered as the process of innovation (Lusch &
Vargo, 2014; Skalen et al., 2015). Since all social and
economic actors are resource integrators, the integration
of resources results in new resources creation, which
subsequently will be used by different actors to repeat the
cycle.

Axiom four and foundational premise ten argues that
Value is always uniquely and phenomenologically
determined by the beneficiary because every service-for-
service exchange takes place in a unique context (Lusch
& Vargo, 2014). The obtained value is evaluated based
on the beneficiaries’ goals, objectives and ability to
integrate it with other available resources at the time and
is, therefore, unique to the beneficiary (Lusch & Vargo,
2014). Value is defined as a phenomenon that is
“...idiosyncratic, experiential, contextual and meaning-
laden” (Lusch & Vargo, 2008, p.7).

Finally, the fifth axiom and eleventh foundational
premise deals with the role institutions and institutional
arrangements play in the value co-creation process.
Institutions are “humanly devised rules, norms, and
beliefs that enable and constrain action and make social
life predictable and meaningful” (Vargo and Lusch, 2016,
p.11). Institutions and institutional arrangements -
defined as an upper tier set of interrelated institutions -
represent the coordinating mechanisms of social context
(Chandler and Vargo 2011) that help actors to overcome
cognitive and time restriction to continuously engage in
service-to-service exchange and value co-creation among
service ecosystems (Varg & Lusch, 2016).

Lusch & Vargo (2014, p.161) introduced the concept
of a service ecosystem, defining it as “a relatively self-
contained, self-adjusting system of resource integrating
actors that are connected by shared institutional logics
and mutual value creation through service exchange.”
Within service ecosystems all actors are constantly
engaged in many processes (Lusch & Vargo, 2014).
Processes mostly do not begin or finish with a single
actor’s action; they rather set into motion the continuous
configuration and integration of resources that ultimately
enables the value co-creation process (Lusch and Vargo,
2014).

To conclude, Table 2 provides a sound overlook over
the most significant differences between G-D and S-D
logic, while Table 3 outlines the development of the
foundational premises over time.



Goods- Role of Service-
dominant logic dialogue/process dominant logic

Interaction: Coordination Interaction

communicate fo collaborate with

customer customer

Value Understanding Value

proposition is features/ proposition is

product-based possibilities experience-
based

Role of firm Feedback Value is co-

determines value created by firm
and customer
Firm only
proposes value
proposition,
customer
feedback
contributes to
cocreation of

value
Value is defined | Finding risks and Value
at the point of efforts to determined
exchange understand pain through use
(provides and gain (solutions and
benefits) experiences)

(goods/services)

Table 2. Key differences between G-D and S-D Logic
Source: London, Pogue & Spinuzzi (2015, p.6)

2.2 Value Proposition

Value propositions play a major role in business strategy
(Payne and Frow, 2014). Value propositions help
companies communicate their core strategy with
stakeholders and shareholders, outlining the approach
through which the company aims to attain strategic
advantage against its competition (Payne and Frow,
2014).

In the 1980s and 1990s, economic scholars started to
conceptualize value propositions in terms of value
delivery (e.g. Bowever and Garda, 1985). The aim of the
value proposition was to communicate the unique points
of differences that made one’s offering superior to those
of competitors and outline how the company can deliver
this to their customers (e.g. Lanning, 1998; Lanning and
Michaels, 1988). Recently, with the introduction of S-D
logic, scholars started to elaborate the role of the value
proposition in the value co-creation process between
supplier and customer (e.g. Prahalad and Ramaswamy,
2004). Frow et al. (2014) argue that the former
conceptualization focused on the delivery of value
offerings, whereas the latter concentrates on the relational
notion of value creation. Instead of emphasizing the
dyadic, supplier-consumer nature of a value proposition,
value propositions are now started to be seen through a
broader view that includes multiple stakeholders or
‘actors’ within a service ecosystem (Frow et al., 2014). In
this ecosystem, value propositions are utilized to provide
social and economic actors opportunities for value co-
creation (Vargo and Lusch, 2011). Actors exchange and
integrate resources with each other and thereby co-create
value with the help of shared institutional arrangements
(Lusch & Vargo, 2015).

2.2.1 Value proposition according to G-D
Logic

The concept of a value proposition first briefly appeared
in the managerial literature in 1985 through the
collaborative effort of Bower and Garda. Initially, a value
proposition was considered as a value offering delivered
to customers (Bower and Garda, 1985). More precisely,
the value proposition was understood as a unidirectional

marketing offer or promise that was communicated by
one part to another in the hope of being accepted by the
other party (Bower and Garda, 1985). It contained the
expected benefits that the customer will experience in
relation to the anticipated costs that the offering entails
(Bower and Garda, 1985). Lanning (1998) elaborated on
Bower and Garda’s (1985) narrative by emphasizing that
value propositions represent a value offering created by
the supplier for the customer, by suggesting that a
company aims to develop a value proposition for its
customers that is superior to that of the competition. This
customer-oriented approach challenged the accepted
supplier-oriented narrative of the time (Ballantyne et al.,
2008).

Lanning’s (1998) approach shifted the focus away
from a supplier-oriented narrative to a customer-oriented
one. The customer-oriented conceptualization still
adhered to the G-D logic notion because it assumes a
unidirectional supplier-customer communication
approach while it implies that customer value is
embedded in the production and distribution phase of a
good (Vargo & Lusch, 2008). After the initial publication
of Bower and Garda (1985), it took another three years
until the concept was further elaborated in an internal
McKinsey staff paper (Lannings and Michaels, 1988).
Initially, the concept of value proposition was defined as
“a clear, simple statement of the benefits, both tangible
and intangible, that the company will provide, along with
the approximate price it will charge each customer”
(Lannings and Michaels, 1988). Lannings and Michaels’
(1988) approach towards value proposition was reflected
in the creation of their so-called ‘value delivery system,’
which is divided into three steps: (1) choose the value; (2)
provide the value; and (3) communicate the value. The
‘value delivery system’ emphasized that businesses need
to adopt a customer value-oriented approach to achieve
competitive success (Ballantyne et al., 2008). Later,
Anderson et al. (2006) developed a different approach,
suggesting that organizations usually distinguish between
one of the three heuristics to develop their value
proposition: “all benefits,” stating all benefits that an
organization can offer to its customer; “favorable points
of difference,” identifying favorable points of difference
compared to its closest competitors; and “resonate focus,”
stating those one or two essential differences that are
highly valued by the customer (Anderson et al., 2006).

The concept of value proposition became increasingly
acknowledged following the work of Treacy and
Wiersema (1995), who discussed value proposition in
terms of value disciplines. The authors distinguish
between three different disciplines, i.e. operational
excellence, customer intimacy and product leadership.
The authors argue that the market success of a company
is strongly influenced by the generic value proposition or
disciplinary options that a company pursues (Treacy and
Wiersema, 1995). Taking a different angle, Day (2006)
applied the resource base view to further elaborate on the
concept, incorporating a more relational approach
towards customers, by outlining a different set of three
generic value propositions and disciplines, i.e. price
value, performance value, and relational value. These two
approaches follow the intent for a company to deliver
value to its customers by utilizing a seemingly customer-
oriented approach; however, its generic nature deflects
attention away from more individual customer-based
strategies that are at the heart of S-D logic (Ballantyne et
al., 2010).

Following the work of Lannings and Michaels (1985)
and Treacy and Wiersema (1995), most literature



surrounding the concept of value proposition focused on
the customer as the focal point of the value proposition
(Ballantyne et al., 2008). Put simply, a customer value
proposition represents the idea that a company tries to
anticipate or discover customer needs through direct
interaction with its customers and subsequently offer a
solution to that need (Ballantyne et al., 2008). However,
different scholars highlighted the vital role the value
propositions play in communicating the strategic
direction of a company with its stakeholders other than
the customer, e.g. in an attempt to recruit new employees
or enhance relationships with key internal and external
stakeholders such as suppliers, employees or shareholders
(Ballantyne,2008, Payne et al., 2005). These attempts are
implicitly supplier-led because it is the focal company’s
responsibility to understand context-specific requirements
and subsequently pivot its value proposition to address
these (Ballantyne et al., 2008, 2011).

To summarize, despite the lack of consensus
surrounding the topic of value propositions in the G-D
logic-guided literature, common denominators among
different streams of thought can be identified. The G-D
logic- guided research argues that value propositions are
inherently supplier-led initiates to internal and external
stakeholders, which try to communicate the superiority of
one’s marketing offering by showcasing the unique,
valuable differences of one’s offering compared to those
of the competition (Anderson et al., 2006). Following a
G-D-centric logic, the concept of a value proposition is
heavily supplier-centric as the supplying company is seen
as the entity responsible for the identification, production,
and delivery of costumer value (Skalen et al., 2014). The
value potential offered within the value proposition is
delivered from the firm to the customer. (Ballantyne et
al., 2011). Value propositions are supplier-led initiatives
without the involvement of the customer (Ballantyne et
al., 2011). Furthermore, some scholars (Bower & Garda,
1985; Lanning, 1998) argued that the concept of a value
proposition follows a customer-centric approach.
However, the fact that customer value is delivered in the
form of a good that is embedded with value (value-in-
exchange) contradicts the notion of a truly customer-
centric approach, as depicted in S-D logic (Lusch &
Vargo, 2004).

2.2.2 Value proposition according to S-D
Logic

Although the concept of the value proposition is a central
premise to the S-D logic, there is limited agreement and
ambiguity surrounding its conceptualization (Frow et al.,
2014). In a business setting, the value proposition should
recognize particular advantages and sacrifices for all
performing actors, besides how value is realized (Payne
and Frow, 2014a). Lusch and Vargo (2004, 2008) argue
that, the firm must be in direct interaction with its
customer to realize a value proposition.

Flint and Menzer (2006) argue that the beneficial
elements of value propositions exist to provide
opportunities for co-production as well as knowledge
exchange among two parties. (Kowalkowski, 2011).
Superior value propositions namely, those offering that
provide more value or a better solution compared to their
completion will most likely be accepted by the
beneficiary,  which  subsequently initiates  the
materialization process in the form of a market offering
(Payne and Frow, 2014; Kowalkowski, 2015). Following
Lusch and Vargo’s (2004) notion on value propositions,
Ballantyne et al. (2006) agree on the tentative state of

value propositions, arguing that value-in-use is the
execution of value propositions that is in accordance with
the needs of both the buyer and seller. Subsequently, the
process of value co-creation can take place by aligning
firm and customer processes (Skalen et al., 2014).

The reciprocal nature of value proposition

Most research surrounding the concept of value
proposition is based on the dyadic notion of an
interaction between a buyer and supplier (Skalen et al.,
2014; Kowalkowski 2016).Just recently, scholars have
realized the need to transition from a supplier-dominant
to an initiator-participant perspective to account for the
interchangeable nature of an actor being able to be both
the initiator and participant (Truong et al., 2012; Vargo &
Lusch, 2011; Kowalkowski, 2011). Value propositions
form through the collaborative effort of multiple resource
integrating actors exchanging knowledge (Ballantyne &
Varey, 2006).Furthermore, scholars have started to
emphasize the importance of the mutual dependence and
reciprocal nature of value propositions, yet these
conceptualizations still mainly follow the dyadic notion
inherent in G-D logic (Ballantyne and Varey, 2006;
Payne and Frow 2014, Skalen et al., 2014). Ballantyne et
al. (2006) define a value proposition as “reciprocal
promises of value, operating to and from suppliers and
customers seeking an equitable exchange. Thus, value
propositions are always two-way, quid pro quo.” (p.344-
345, italics in original). Ballantyne and Varey (2008)
argue that “there can be no satisfactory relationship
development unless exchange participants reciprocally
determine their sense of what is of value, and begin this
process with the development of reciprocal value
propositions” (p.48).

Flint and Mentzer (2006) were among the first
scholars to emphasize the reciprocal nature of value
propositions, arguing that companies co-produce value
propositions as opposed to the prior notion of a pre-
packed value proposition by the supplier. The authors
argue to establish a satisfying relationship, suppliers and
customers must collaboratively work together on
elaborating on certain components of the value
proposition, which are subsequently evaluated and
modified to fit the need of both parties (Flint and
Mentzer, 2006, Ballantyne et al., 2006). Both the internal
capabilities of the producer as well as customer
preferences need to be taken into account when creating a
reciprocal value proposition (Ballantyne et al., 2006).
Based on the idiosyncratic goals and unique context of an
actor, one can expect that what holds value for each actor
might substantially differ. As a result, conflicts during the
co-creative practice of forming a value proposition are
likely to arise (Kowalkowski et al., 2012). Incorporating
insights from practice theory, Kowalkowski et al. (2012)
argue that actors need to take into account two main
elements when reciprocally co-creating a value
proposition, namely the ‘script’” and ‘activities.’
According to Kowalkowski et al. (2012), actors draw
upon a ‘script,” comprising of relevant knowledge and
experience  (understanding), rules and  norms
(procedures), and goals and needs (engagements) when
engaging in the process of forming a value proposition.
‘Activities’ refers to the process of applying, assessing,
adapting, and adopting input that takes place during the
reciprocal knowledge exchange between resource-
integrating actors which consequently results in a co-
created value proposition (Kowalkowski et al., 2012).
Kowalkowski et al. (2012) further suggest that the co-



creative practice of value proposition cannot be examined
by merely investigating firms and customers; rather,
actors are embedded in a “constellation of resource
integrating actors” (p.1566) that all draw upon different
scripts and activities, leading to the conclusion that firms
should be understood as multiple resource-integrating
actors as opposed to a one-dimensional resource
integrator (Kowalkowski, 2012). This approach stands in
clear distinction to the prior notion of unidirectional value
proposition by the supplier, which outlines the unique
benefits for the consumer in exchange for monetary
compensation (Glaser, 2006)

In recent years, one can observe a major transition
emerging within the value proposition literature, away
from a narrow, dyadic, customer-supplier perspective
towards one that views value propositions through a
wider angle, incorporating multiple stakeholder or actors
who are part of an all-encompassing service ecosystem
(Frow et al., 2014). Truong et al. (2012) were eager to
investigate how reciprocal value propositions are
developed in practice at the network level (Truong et al.,
2012). Truong et al.’s (2012) findings indicate that value
propositions help actors to identify opportunities of co-
creation while simultaneously “providing a platform to
create stability within network relationships” (p.205).
More specifically, the results indicate how dialog and
knowledge brokerage can both enable and constrain the
development of reciprocal value propositions (Truong et
al., 2012).

The role of value proposition in networks

Value propositions are used to connect actors within a
service system (Kowalkowski, 2015). Maglio and
Spohrer (2008) define service systems as “value-co-
creation configurations of people, technology, value
propositions connecting internal and external service
systems, and shared information (e.g. language, laws,
measures, and methods)” (p.18). Lusch and Vargo (2004,
2008) suggest that the customer represents the focal point
of value creation within a value network. Frow et al.
(2014) define a value network as “a set of activities
linked together to deliver a value proposition for the end
consumer” (p.332).Within the value network, the
customer can directly interact with a network of firms or
consumers to fulfill his/her needs (Frow et al., 2014). The
consumer is thereby actively involved in the process of
production and delivery of service (Frow et al., 2014).
Following Lusch and Vargo’s (2004, 2008) suggestion,
Frow et al. (2014) define a market as “a place where
dialogue among the consumer and the firm, consumer
communities and networks of firms can take place”
(p.332), which enables the continuous process of co-
creation of value. Frow et al. (2014) further elaborate on
the notion of value networks by emphasizing that there is,
in fact, a network of value networks which Layton et al.
(2011) calls ‘marketing systems’ influenced by social
structures and norms. Building on this value network
approach to a value proposition, Vargo and Lusch (2011)
introduced the concept of ‘service ecosystems’ to account
for the adaptable nature of the system. Ecosystems differ
from stakeholder systems in the sense that the former
include actors who are generally not considered to be part
of the stakeholder system such as competitors or activist
groups (Frow et al., 2014). Frow et al. (2014) identified
five key premises related to the role that value
propositions play in a service ecosystem:

*  “Value propositions are a co-created and reciprocal
mechanism through which actors offer and attract
resources.

* Value propositions in ecosystems arise from the value
potential inherent in actor’s resources.

. Value propositions influence the composition of
networks, specifically determining with whom actors
choose to engage, shaping the nature of market
interactions.

*  Value propositions may change over time and shape
new resource integration within the service ecosystem.

* Value propositions act as balance/aligning mechanism
in the service ecosystem” (p.344-345).

The role of resource integration in the formation of a
value proposition

A different aspect that differentiates value propositions
according to S-D logic from those of G-D logic is the
concept of resource integration (Skalen et al., 2014).
Resource integration refers to the integration of
knowledge and competencies. As mentioned earlier, S-D
logic distinguishes between operant and operand
resources. As two or multiple actors exchange their
service offering, both the supplying actor as well as the
consuming actor integrate the purchased offering (service
or good) into their service system to co-create value (e.g.,
Vargo and Lusch, 2008). Skalen et al. (2014) note that
operant resources facilitate the development of value
propositions. Through the integration of resources, actors
within the service ecosystem can adapt their value
proposition in accordance with the obtained resource(s)
(Vargo & Lusch, 2008). Skalen et al. (2014, p.139)
conclude that “S-D logic treats value propositions as
value creation promises created either by the firm
independently or together with customers and other
actors through resource integration based on knowledge
and competencies.”

To summarize, even though the concept of a value
proposition is central to S-D logic, there still seems to be
limited agreement and ambiguity surrounding its
conceptualization (e.g. Frow et al., 2014; Skalen et al.,
2014). Nevertheless, the literature surrounding the
concept of value proposition at least seems largely agrees
on the following assumptions. First and foremost, value
propositions are connecting forces that enable actors to
identify opportunities for value co-creation within an
ecosystem (Vargo & Lusch, 2010). Opportunities for
value co-creation arise through an actor’s ability to offer
and attract resources, which subsequently can be
integrated into one’s service system and thereby co-create
value (Vargo & Lusch, 2008). Successful resource
integration among two actors has a cumulative effect on
the owverall ecosystem structure. Therefore, value
propositions cannot be static to remain viable; rather,
need to adapt in accordance with the requirements and
needs of the ecosystem (Frow et al., 2014). Finally, value
propositions serve as a stabilizing and aligning force
within the ecosystem by ensuring that the experienced
value-in-context is congruent with the value proposition
(Truong et al., 2012; Frow and Payne, 2011).

2.3 Differences and similarities between value
propositions following G-D and S-D logic

For the reader to gain a better understanding of the
differences and similarities between value propositions
according to the S-D and G-D logic, the most striking



differences and similarities between the two logics are
outlined in the following.

One of the most striking differences between the
logics is the initiating actor responsible for the creation
and communication of the value proposition. Within G-D
logic, the supplier is a crafter of the value proposition. A
generic pre-packaged offering is targeted at the customer,
outlining the expected costs and benefits that the offering
entails. In accordance with this supplier-led approach, the
supplier is the creator of value, which is subsequently
used or ‘destroyed’ by the customer. By contrast, S-D
logic, assumes that the value propositions can be
individual as well as reciprocally created by both actors.
Following FP7 “actors cannot deliver value but can
participate in the creation and offering of value
propositions,” whereby the supplying actor is unable to
create value independently and subsequently offer it to a
target actor because following FP6, “value is cocreated
by multiple actors, always including the beneficiary.”

Moreover, G-D logic assumes that suppliers can
recognize and predict customer value as a result
traditional marketing efforts such as consumer research.
Subsequently, a generic value proposition is designed to
fulfill these needs. Under S-D logic, value propositions
outline how a service can meet the customer’s unique
needs through the collaborative practice of co-creating
value (Ballantyne et al., 2011). Because the customer is
actively involved in the creation of a reciprocal value
proposition and the following value co-creation practice,
the customer is considered to be an active player as
opposed to a passive entity. Here, a shift from a
transactional to a sustained relational exchange view in
the marketing literature is observable (Frow and Payne,
2011).

Furthermore, the value proposition according to S-D
logic takes a broader, more encompassing view compared
to G-D logic. Even though G-D logic partly emphasizes
the notion that value propositions should also be targeted
at other stakeholders, it ignores the role that value
propositions play at the macro level.

However, the fact that value propositions according to
both S-D and G-D logic can operate at a meso level
reflects one of the rare commonalities among the two
logics. Nevertheless, the stakeholder view advocated by
G-D logic follows the supplier-led notion and thus
differentiates itself from the stakeholder view advocated
by S-D logic. Finally, Lannings and Michaels (1988)
supported a customer-oriented approach when developing
value proposals and delivering value. Upon first
consideration, this notion can be assumed to be
compatible with FP8, which states that “a service-
centered view is inherently customer oriented and
relational”; however, the fact that customer value is
added during the internal production process contradicts
the notion of a truly customer-centric approach (Lusch &
Vargo, 2004).

3. METHODOLGY

Case study design is a widely-accepted and commonly
used method of research within various fields of research,
i.e. economics and political science (Thomas, 2011).
Thomas (2011) defines a case study as an analysis “of
persons, events, decisions, periods, projects, policies,
institutions, or other systems that studied holistically by
one or more methods. The case that is the subject of the
inquiry will be an instance of a class of phenomena that
provides an analytical frame — an object — within which
the study is conducted and which the case illuminates and

explicates”(p.513). As the subject for the study two key
cases or “deviant” cases (Lijphart, 1971, p.692) are
introduced that reflect the exemplary knowledge of these
cases, which are subsequently compared against one
another (Thomas, 2011). This approach is also known
under the synonym of a cross-case analysis (Schwandt,
2001). The object is intended to provide the theoretical
framework to analyze the cases and will be introduced in
further depth later on. Based on the explanatory nature of
this study, a multiple parallel case study was chosen as
the appropriate design. The research design follows an
evaluative approach with the aim of illustrating and
describing the theory in practice. Cross-case analysis or a
comparative case method can be used to examine one or
more cases to investigate the nature of a certain concept
or theory (Schwandt, 2001). Furthermore, by comparing
two cases, it is possible to better highlight the contrasting
features of social phenomena (Bryman and Bell, 2015).

As indicated in Table 4, the first step is to introduce
the review the current literature, before the case selection
method is introduced. The case study protocol builds the
foundation for the analysis. Individual case reports will
be filed to report on the findings of the different case
studies. Based on these individual case study reports, a
cross-case analysis, elaborating on the most remarkable
facts and figures will be presented, paying particular
attention to the specific characteristic that distinguishes
value propositions according to G-D and S-D logic.

3
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y ¥

Case Selection Case Study Protocol

Define and Design

r T T
I k///i\‘
Case Study Case Study

Frepare and Collect

: | |
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Cross-Case Analysis

Analyze and Conclude

Table 4. Research framework
3.1 E-Research

Bryman and Bell (2015) argue that through its wide
usage and easy accessibility, the internet is becoming
increasingly favorable among business researcher.
Nevertheless, there can clearly be problems associated
with the usage of websites, given that anyone can create a
website and distribute claims that do not necessarily
reflect valid claims and facts. Therefore, Scott (1990)
identified four metrics that researchers should employ to
assess the quality of the document at hand, i.e. checking
the document for its (1) authenticity, (2) credibility, (3)
representativeness, and (4) meaning (Scott 1990).
Bryman and Bell (2015) state that internet websites can
be considered ‘virtual documents’ and thus the four
metrics developed by Scott (1990) need to be applied.
Since the official website of the companies will be
analyzed, one can be sure that the information provided is
both meaningful and authentic. Generally, one needs to
be particularly cautious regarding the credibility of the
provided information since social and economic



organizations mostly present the organization’s
perspective, meaning that the provided information may
be biased. However, since the intent of this analysis is to
analyze a company’s communication efforts with the
public and the analyzed web site is the official
communication domain with the public, both
representativeness and authenticity can be assumed.

3.2 Case selection

For this multiple case study, a total of ten companies of
diverse size that operate in separate industries are chosen
to illustrate the differences between value propositions
following G-D and S-D logic. Subsequently, the cases of
Volkswagen passenger car as well as McDonald’s are
presented in more depth. The value proposition of both
companies serve well as the two key cases for this study
as their value propositions display the key characteristics
of value propositions following G-D and S-D logic.

3.3 Case study protocol

As depicted above, value proposition according to S-D
and G-D logic substantially differ. Accordingly, the aim
of this study is to clarify how these conceptual
differences manifest in practice will. By reviewing the
current literature surrounding the concept of value
proposition, three variables have been identified: (a)
value creation practices, (b) communication practices
and (c) organizational practices. The proposed
framework is geared towards supporting the researcher to
gather significant information that can be utilized to
answer the research question and shed further light on
how companies use G-D and respectively S-D informed
logic to propose their value proposition and subsequently
(co)create value. The three variables are the result of the
previous literature review and are considered prime
characteristics when determining the underlying logic
behind a value proposition.

Value-creation practices analyze the process through
which the company is trying to fulfill its value
proposition. More precisely, this variable considers how
the company supports the customer in the value-creation
process. In addition to that, it will be interesting to see
how value is created according to the focal firm, as well
as who is involved in the value creation process.
Accordingly, the following questions are posed to shed
light on that process: (1) What is the company’s value
proposition? (2) How does the company facilitate the
realization process as promised in the value proposition
whereby the customer is able to experience the promised
value?

The next variable is communication practices. This
variable investigates the communicative practices
between the focal company and its customer and
stakeholder. Here, it is interesting to observe how the
company engages in a dialog with its customers regarding
the way in which it composes its value proposition and
how the company communicates the methods through
which it aims to support the value-creation process of its
customers. The following question will aim to shed light
on the issue: How is the focal company engaging in a
dialog with its customers and stakeholders?

The variable organizational practices is aimed at
supporting both value-creation practices as well as
communication practices. Organizational practices take a
closer look at the organization and managerial practices

in place that support the communication and value-
creation practices. These organizational practices can
include practices such as knowledge sharing among
internal and external stakeholders or initiatives to train
employees. The following question is formulated to
investigate it: What organizational practices are in place
that support both the value creation as well the
communication effort of the focal firm?

3.4 Case study

3.4.1 Volkswagen passenger car

Volkswagen passenger car is a prime example of how an
actor can adopt the S-D logic mindset to innovate and
develop innovative ideas with its customers. By
analyzing Volkswagen’s homepage (Www.vw.com), one
can immediately recognize that Volkswagen does not
offer a generic value proposition to its customer, but
rather on that the customer can co-create their own car.
One can clearly identify that Volkswagen’s value
proposition is aiming to actively involve its customer in
the creation of the value proposition. For example,
customers have the possibility to choose a model that is
offered by Volkswagen and subsequently change and
adapt the interior and exterior of that model - such as the
seat color - according to one’s wishes. Various advertised
slogans such as “Jetta. It says you’ve arrived. Ahead of
schedule.” and “Don’t pass up a chance for peace of
mind.” indicate that the time of value realization is not
when the car is purchased, but rather when the car is
used. Volkswagen advertisements suggest that the
installed technique acts as a service appliance that
enables the driver to receive value in the form of time
savings and reduced stress. Moreover, Volkswagen
involves a wide variety of stakeholders to reciprocally
develop value propositions that reflect the interests of all
relevant actors. Stakeholder surveys, as well as dialog
forums are common communication practices to
incorporate employees, suppliers and local authorities’
opinions, which Volkswagen considers to subsequently
adapt, enhance or innovate their value proposition in
accordance with the need of all actors involved. In
addition a variety of instruments to communicate with
Volkswagen are used, i.e. public debates, working
groups, open days or customer workshops.

Furthermore, potential buyers have the possibility to
plug in their smartphone into one of Volkswagen’s cars
to have the luxury of using their applications during the
ride. By enabling users to integrate their smartphone into
the car, Volkswagen has successfully integrated its
resources with those of the user to ultimately enable a
superior service offering for both parties. In addition to
providing a superior value offering to their customers,
Volkswagen can collect certain meta-data about the
driver’s usage of his/her smartphone to subsequently
adapt its service offering, which can be used to
continually adjust their value proposition to meet
continuously changing customer needs.

Volkswagen fosters an environment of constant dialog
and exchange of knowledge. In 2011, Volkswagen
launched its so called “People’s Car Project” (PCP),
providing a platform for Chinese customers to actively
engage in discussion with Volkswagen and other users to
propose and elaborate on plans for future concept cars
(Staff, 2012). Luca de Meo, Director of Marketing,
Volkswagen Group and the Volkswagen Passenger Cars
brand explained: “With PCP we are listening very
carefully to what our customers have to say and are



building cars not only for, but also with people.” To
further emphasize that Volkswagen is interested in a
constant exchange of ideas and knowledge with its
customers, the company is actively engaged in various
social media platforms (e.g. Facebook, Twitter).

To summarize, Volkswagen does not view its
customers as passive entities, nor does its offer the same
generic offering to all customers or expect to be the sole
creator of value. Volkswagen understands that to thrive in
the business world nowadays, a wide variety of actors
within the service network need be engaged, activated
and invited to actively participate in reciprocally
generating a viable value proposition that yields
reciprocal promises of value for the actors involved.
Volkswagen showcases how a modern, internationally-
operating company can facilitate an environment that
fosters continuous dialog between various stakeholders
and allows the customer to actively influence the
experiences according to one's wishes and needs.

3.4.2 McDonald’s

McDonald’s is an American fast food chain with
restaurants operating in more than 119 countries around
the globe. McDonald’s is well known for its standardized
business model, which allows the company to offer the
almost same offering all around the world, or - as
McDonald’s website phrases it - “The Simpler The
Better.” McDonald’s offers a variety of different dishes
such as burgers, fries and wraps. To ease the decision-
making for the customer, McDonald’s offers a variety of
menus between which customers can choose. Customers
have the possibility to customize their offering to a
degree, for example, by choosing a random mix of dishes
and drinks that are not predefined by McDonald's.
Nevertheless, the customer cannot customize the separate
dishes such as by creating their own burger. Overall, one
can argue that McDonald’s value proposition follows that
of the G-D logic since McDonald's offers a generic value
proposition to the market with little direct involvement of
the customer. McDonald’s argues that it is pursuing a
customer-oriented approach, stating that “at McDonald’s,
we’re making changes based on what we’re hearing from
all of you” (https://www.mcdonalds.com/us/en-us/about-
our-food/our-food-philosophy.html). However, based on
the implicit assumption that McDonald’s is the creator of
value that is subsequently used or ‘eaten’ by the
customer, McDonald’s cannot be considered as a
company following a truly customer-centric approach.
Although McDonald’s is working in accordance with
G-D logic on a micro scale, its communication with
external and internal stakeholders at the meso and macro
level mostly follows the S-D institutional logic.
According to its website (www.aboutmcdonalds.com),
McDonald’s is fostering an environment in which the
importance of their employees as a key asset is
recognized. Opportunities for continuous training and
education are provided to its employees. Besides,
McDonald’s states that its vision is to “create positive
impacts for our communities, society and the planet,”
which reflects the company’s intention behind the impact
that it wants to have on a global, macro level. Moreover,
McDonald’s adapts its value proposition according to
national and cultural food preferences, arguably

In conclusion, McDonald’s is arguably utilizing a
value proposition following G-D logic on a micro scale
while their activities at a meso and macro level are
following a more S-D-centric approach.

4. DISCUSSION AND CONCLUSION

4.1 Discussion

The analysis of ten companies revealed various patterns
among companies that together allow one to draw
conclusions from. Based on the presented case studies,
one realizes that S-D logic has arrived in the main stream
narrative and is not only a phenomenon observable in
various research streams. Most international-active
companies have realized the signs of our time that to
strive and generate a sustainable strategic advantage they
have to adapt broader, more flexible, cooperative mindset
based on reciprocal value creation. Companies appear to
shift their focus more towards perceiving value in terms
of value-in-use, providing the necessary resources and
knowledge to help customers reach a desired end state.
Examples of this phenomena are for example observable
in BlackRock's ‘Alladin’ platform and Gusto’s service
offering. On the contrary, value creation practices
following G-D logic are based on the assumption that
value is internally produced and subsequently exchanged.
Therefore, the proposed value proposition is of generic
nature, outlining the potential costs and benefits. The
client has only limited possibility to influence and shape
the wvalue offering. Nevertheless, most analyzed
companies in this study appear to follow value creation
practices associated with S-D logic.
In addition, vast networks of actors are established - as it
is the case with LegalShields - to subsequently offer a
service offering that combines the capabilities and
resources of multiple actors to subsequently offer a value
proposition that is arguably able to create a superior value
proposition for its customers. Through the integration of
resources and certain service practices, innovation can
take place, leading to value proposition with a high
degree of density (Skalen et al., 2014, Norman, 2001). A
high degree of ‘density’ in this context refers to “the best
combination of resources is mobilized for a particular
situation — for example for a customer at a given time, in
a given place — independent of location, to create the
optimum value/cost result” (p.27).
Based on the analysis, one can observe that companies
employ communication practices that foster the
reciprocal exchange of information. A number of
different service offerings are targeted at providing
possibilities for value co-creation before or after the
actual purchase. In accordance with Ballantyne et al.
(2011), communication is viewed as a process -extending
from pre to post-sale- as opposed to a fixed event. For
this purpose, a number of companies developed platforms
or apps that contain the necessary knowledge to allow
self-service for its customers. Forums are a practical tool
for firms to engage in a reciprocal knowledge exchange
with its customers and other beneficiaries. Moreover,
companies communicate with its key stakeholders
through a diverse range of communication channels. This
development points towards a general trend that is
observable among internationally operating companies,
i.e. a shift towards relationship building and continuous
knowledge with the member of their ecosystem.

Furthermore, the case studies revealed that companies
appear to increasingly recognize the importance of
operant resources such as their employees. Most analyzed
companies offer a range of development programs for its
customers to reach that goal.

Nevertheless, as seen with the example of
McDonald's, companies still employ a generic value
proposition based on the premise of a unidirectional,



supplier-led initiative. Customers are considered as
passive entities that are targeted by the supplying
company. On the other hand, Volkswagen passenger car
provides a good example on how a company can
reciprocally determine a value proposition that
subsequently enables the integration of different
resources to provide a unique experience for its customer.
Rather than selling a product, VVolkswagen passenger car
understands that the customer is looking for an
experience in the form of comfort or time savings.
Continuous communication and knowledge exchange
allow the company to gather relevant information about
the needs and wishes of its customers, while
simultaneously fostering relationship building.

4.2 Conclusion

In conclusion, after reviewing the current literature as
well as analyzing ten cases and illustrating two key cases,
one can observe major distinctions between the value
proposition of firms following G-D and S-D logic.
Companies following the G-D logic largely offer the
same generic offerings to their customers. The customer
has no real possibility to shape or has a say in the creation
of the value proposition. Communication is unidirectional
from the supplying company to the customer.
Furthermore, since value is created internally, companies
tend to put a greater focus on developing internal
capabilities as opposed to focusing on co-creating value
with its customers and stakeholders. By contrast,
companies employing a S-D logic offering highly value
the input of their customers. Ongoing communication
among the focal firm and its customers and key
stakeholders is used to ensure that the value proposition
offered yields a positive, reciprocal outcome for all
actors. Platforms and apps are widely utilized tools by
companies to connect numerous users and experts within
a field to facilitate knowledge renewal and self-service
for its customers and the focal firm. Nonetheless, Atikson
and Coffey (2004) remind the reader that “we cannot
learn through written records alone how an organization
actually operates day by day” (p.58).

4.3 Managerial Implications

Foundational premise four states that operant resources
are the fundamental source of strategic benefit. As
depicted above, operant resources refer to knowledge and
skills (Lusch & Vargo, 2004). Therefore, S-D logic
emphasizes the importance of continuously developing
one’s knowledge and competencies using various
communicational and organizational practices. The
reciprocal development of value propositions can
facilitate the continuous development of knowledge and
competencies, which subsequently leads to strategic
benefits. Firms have to realize that to generate this
ongoing exchange and development of knowledge and
competencies, customers and other stakeholders have to
be viewed as an active participant in the value creation
process. Adding to this notion, Ballantyne et al. (2011)
state that companies and scholars greatly underestimate
the value potential inherent in considering customers as
an active player, as the mere fact that customers are
actively involved the value creation process contains
value in itself. Therefore, the focal firm has to facilitate
an environment that fosters open-ended communication
with its environment. A shift in mindset among
management and employees are critical for that. Only
then, firms are capable of uncovering opportunities for

value creation, which are constrained by the traditional
G-D logic (Kowalkowski, 2011). Lastly, in line with
Ballantyne et al. (2011), firms need to view
communication as a continuous process, unrestricted by
time constraints, as opposed to a unidirectional approach
led by the focal firm.

5. LIMITATIONS AND FURTHER
RESEARCH

5.1 Limitations of this study

The aim of this research was to illustrate the concepts of
value proposition according to G-D and S-D logic based
on examples observed in practice. However, based on the
limited available resources and access, it was not possible
to obtain a more in-depth look into the workings of the
ten analyzed companies. Case studies often rely on a
multitude of research methods to strengthen its validity
and reliability. Furthermore, the collected data is merely
the result of direct observation of the attainable
information via the internet; therefore biases surrounding
their interpretations are likely to arise. The boundaries
between practices following G-D and S-D logic are
sometimes blurry and it thus leaves room for
misinterpretation and potential errors. Finally, due to the
lack of insider information, it is an almost impossible task
to identify a company that is still merely following G-D
logic, given its apparent deficiencies.

5.2 Practical relevance

The knowledge obtained through this paper can be
utilized by strategic decision makers to determine
whether their current value proposition is still relying on
traditional views associated with G-D logic or in which
areas there remains room for improvement. Furthermore,
real life examples are presented that companies can use
as inspiration to subsequently alter certain company
policies or ways of thinking and doing things.

5.3 Theoretical relevance

The theoretical relevance of this study resides in the fact
that it has further elaborated on the concept of a value
proposition within the context of S-D Logic, providing
real-life examples to illustrate the often abstract ideas
illustrated in existing literature.

5.4 Recommendations for further research

Therefore, one potential avenue for further research is to
investigate the phenomena from different angles, using
qualitative as well as quantitative research methods to
shed further light on the differences and characteristics of
value propositions following G-D and S-D logic.
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Appendix A

Axiom and foundational

Axiom 2 and foundational
premise 6: Value is

Axiom ¥ and foundational
premise 9: all economic

Axiom 4 and foundatioral
premise 10: value is always

Axioms 5 and fourrdational
premise 11: Value co-creation

premi. : ice i uniguely and is coordinated through acfor-
mise 1. Senrme_ s cocreatedby multiple actors, andsocial actors are resource quely N R a
thefundamental basis of _ ) _ phenomenclogically generated insttutons and
always including the integrators _ : o
exchange b Gei determined by the beneficiary institrtional arrangements.
enefciary

Foundatioral Premise 2:
Indirect exchange masks the
fundamental basis of exchange

Foundational Premise F: Actors
cannot deliver value but camr
participate in the creation and
offering of value proposifions

Foundatoral Fremise 3: goods
are distribrtion mechanisms for
Service prowvision

Foundatioral Fremise 8:a
service-centared view is
inhrerenty berefficiary and
relatioral

Foundatioral PFremise 4:
operant resources are the
fundamental source of strafegic
berafff

Foundatiornal Fremise 5: all
econmmies are
Serviceeconomies

Table 1. Axioms and foundational premises S-D logic

Te



Appendix B

Name of the company

Firm's Value Proposition

Value Creation Practices

Communication Practices

Organizational Practices

BlackRock, Inc.
(https://www.blackrock.c
om/)

Nike, Inc.
(https://www.nike.com)

Supporting clients with a
range of consulting,
analytical, capital markets
and strategic advisory
services

Nike offers its customers a
variety of sport equipment,
including athletic footwear
and apparel. Nike's aim is to
bring inspiration and
innovation to every athlete
in the world.

As part of BlackRock Solutions, BlackRock
offers the 'Alladin' System, which is a
platform that comprises the information of
thousands of i.a. Risk Analyzer and
investment portfolios that enable the user to
make better investment decisions based on
the obtained information. 'Alladin’ system is
a prime example of how a network of actors
and information can be merged to help the
customer in their value creation process.

Besides offering a broad range of athletic
footwear and apparel, Nike is also
providing tools that are designed to enhance
athletic performance.

'‘Nike+ Run Club App' is one of these tools
and is intended to connect the user with
thousands of other runners from numerous
experts to obtain valuable information,
track one's goals and share one's
accomplishments with others. Also,
customers have the possibility of
customizing their shoe in accordance with
their wishes and needs. Nike provides the
platform and technology, but the customer
is ultimately responsible for creating the
shoe.

BlackRock practices a mainly
unidirectional communication practice with
its clients and stakeholders. BlackRock has
two blogs that enhance the communication
with its external stakeholders. Nevertheless,
as far as one was able to tell, the reader was
a rather passive entity within the domain,
unable to contribute to a discussion or
topic. Furthermore, according to their
website, there is no reciprocal
determination of value prior to creation of
the value proposition.

Nike's offers its customers the possibility to
be both the passive as well as active entity.
Nike's value proposition invites its
customers to reciprocally shape the value
proposition according to his/her wishes.
Furthermore, social media such as
Facebook or Twitter is used to handle after
sale complains, suggestions or any other
related issue.

BlackRock fosters an environment of
continuous knowledge exchange among
its divisions, customers, and external
stakeholders. Hence, platforms such as
'Alladin’ are established to enable a
constant sharing of knowledge.
Furthermore, BlackRock utilizes the
expertise of 135 investment teams in 35
countries to realize the value proposition's
promise successfully.

Nike employs a variety of organizational
practices that are designed to fulfill the
promises given in their value proposition.
First, Nike offers numerous development
offerings, programs and resources to
support their work workforce. To drive
innovation forward on a macro scale,
Nike is actively engaged in seizing
opportunities that present themselves with
the usage of open-sourcing and
information sharing. Finally, Nike is
aiming to reduce its carbon footprint to
decrease the company's ecological impact
drastically.



Table 5 (continued)

Name of the company

Firm's Value Proposition

Value Creation Practices

Communication Practices

Organizational Practices

Legal Shield
(https://iwww.legalshield.
com/)

Gusto
(https://gusto.com/)

EMCOR Group
(http://www.emcorgroup.
com/)

Legal Shield connects
customers with law firms
for legal protection around
the clock.

Gusto provides payroll,
benefits and HR to modern
companies

EMCOR Group provides
mechanical and electrical
construction, industrial and
energy infrastructure, and
building services for a
diverse range of businesses,
organizations, and
governments.

LegalShield offers a monthly subscription
to private clients or small businesses
owners in exchange for legal protection.
LegalShields provides legal services such
as consultation, review of documents,
making calls, sending emails, writing letters
and trial defense. Subscribers to
LegalShield obtain immediate value-in-
exchange through the feeling of being safe
in case of a legal litigation; however, the
primary method through which LegalShield
creates value is when the customer is
utilizing its service offering. By integrating
the resource of a network of lawyers,
LegalShields is able to render a service that
is valuable to both the client and the focal
firm.

Gusto provides payroll, benefits, and HR to
modern companies. With a monthly
subscription to Gusto the customer can
access a platform that enables the user to
access and manage one's payroll, benefits,
and HR activities. The platform is capable
of automatically filing and paying federal
and state payroll. Gusto apparently helps
the customers in their value creation
process, emphasizing the value-in-use.

Within the construction industry, EMCOR
Group utilizes strategic planning to
navigate and manage its highly diverse and
complex construction services. Industrial
services are empowered through the
company's utilization of ultra-specialized
skills and experience. Finally, the customer
solutions center gives clients immediate
access to advanced diagnostic tools that
provide tailored diagnostic reports in real
time.

LegalShield's communication practices are
reciprocal in nature. The customer has
multiple ways to engage in a dialog with
LegalShield. Clients can contact customer
service 24/7, 365 days a year. Besides,
LegalShields designed an application which
the user can utilize to get in touch with a
lawyer or receive general information.
Moreover, the fact that LegalShield is based
on a monthly subscription allows the
conclusion that they are relationship
oriented.

Gusto is mainly using a unidirectional
communication approach towards its
clients. A universal service offering by the
company is targeted at the customer, and
the client has little options in reciprocally
determining the value proposition.
Nevertheless, Gusto offers its customers the
possibility to consult a 'help center' or get in
contact with a US-based care team via
Email or phone.

EMCOR Group offers multiple channels
through which customers can get in touch
with EMCOR Group, i.e. telephone,
Facebook, or Email. Nevertheless, EMCOR
Group is taking a rather unidirectional
approach towards its communication efforts
with the public. Continuous press releases,
as well as an Email News feed build the
building block for EMCOR Group's
external communication.

LegalShield is ensuring that their clients
obtain the best legal protection they can
get. Therefore, the company employs
attorneys with an average of 20 years of
experience to ensure that a high level of
service is guaranteed.

Gusto provides an online platform called
‘framework,' which entails valuable
information and personal stories for
customers to related topics such as
‘running payroll' or'managing HR.'

Gusto provides valuable industry insights
to support the client's value creation
process, while building goodwill of the
customer which can be beneficial for
relationship building.

EMCOR Group offers a variety of
employee development programs to
ensure that employees and the company
are reaching its fullest potential. These
development programs range for
employee benefit programs to degree
assistance program and learning
management system to an EMCOR
manager certificate program.
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Name of the company

Firm's Value Proposition

Value Creation Practices

Communication Practices

Organizational Practices

Caterpillar, Inc.
(http://www.caterpillar.co
m/en.html)

United Parcel Service,
Inc.
(https://www.ups.com/)

Caterpillar, Inc. provides
machinery, engines and
financial products to a
diverse range of businesses.
Caterpillar Inc. delivers
valued, quality products,
services, and solutions to
their customers that provide
them the best economic
proposition for their
business.

United Parcel Service, Inc
(UPS) provides package
delivery services and supply
chain solutions around the
globe

A global dealer network, comprehensive
resources and support, as well as flexible
financing and insurance programs provide
their customers a stable base for continuous
value creation. Although Caterpillar, Inc. is
heavily focused on manufacturing and
selling tangible goods, according to their
website, their focus is nevertheless more on
the value that the customer obtains over a
long period of time. As Caterpillar, Inc.
states "but while superior quality is easy to
see, it's over time and throughout your
ownership experience that the superior
value of Caterpillar really becomes clear."”

UPS offers a range of technological tools,
which allow the smooth and frictionless
delivery of cargo. UPS offers technology
solutions such as 'The UPS Ready Program'
and the 'UPS Customer Technology
Program.' Moreover, 'UPS My Choice'
allows the customer to "Receive proactive
delivery alerts; sign for packages online
when you won't be home to sign in person;
reroute or reschedule home deliveries; and
view inbound shipment information on the
UPS My Choice Delivery Planner." To
summarize, UPS provides a range of
resources and processes for its customers
that have the potential to create value-in-
use.

Caterpillar Inc. has a network of dealerships
around the globe that help their customers
with all service related questions and
problems. Their online blog and forums
allow customers to connect with experts in
numerous fields to engage in an active
dialog with employees of Caterpillar or
other users. Moreover, the company has an
online news outlet that informs the public
about current press releases, news, and
financial and organizational statements.
Nevertheless, there does not appear to be a
reciprocal value determination from both
sides before engaging in value exchange. It
rather appears that the customer is
considered the passive entity, that is
targeted by Caterpillar's value proposition,
only able to subsequently accept or decline
it.

UPS communication enables and fosters the
reciprocal communication between the
focal firm and the customers. As previously
described, the customer has numerous
possibilities to engage in a dialog with UPS
e.g. (1) track one's package, (2) get in
contact with a Help Center that provides
valuable information related to various
topics, and (3) the ability to file a claim
online. Moreover, UPS utilizes different
communication channels to get in contact
with its external stakeholders i.e. social
media and a blog.

Caterpillar, Inc. utilizes their five main
values in action to support their
customer's value creation and
communication practices. These values
are: Integrity, Excellence, Teamwork,
Commitment, and Sustainability and they
contain initiatives such as having an
intense, acute focus on its customers; act
with a sense of urgency and collaborate
with employees, dealers, distributors and
suppliers.”

UPS is fostering an environment in which
innovation is one of the key drivers for
UPS* success. Numerous industry awards
and recognition certify that. Besides, UPS
is keen to reduce ist carbon footprint to
highlight its sustainable ambitions.
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Deutsche Bank
(https://www.db.com/co
mpany/index.htm)

Deutsche Bank provides
banking and financial
products and services to
institutions, corporates,
fiduciaries, and private
clients

Deutsche Bank uses various customer-
centric approaches to actualize the value
proposition and help the customer in their
value creation process. Deutsche Bank
highlights this fact by stating that they
strive to be the "leading client-centric
global universal bank." To illustrate this
claim with an example, Deutsche Bank
offers an online finance check which can be
used to determine the right service or
product according to one‘s needs and
wishes. Although Deutsche Bank eases the
process for its customers to determine the
right product or service for him/herself, the
customer can only choose between a variety
of generic value propositions. Hence, one
might conclude that Deutsche Bank is still,
at least for its private clients, utilizing a
value model that follows the assumption
inherent in G-D logic.

Deutsche Bank pursues a communication
strategy that allows a reciprocal initiative of
both the focal firm as well as the customer.
Customers have the possibility to get in
contact via phone or directly schedule an
appointment online. Deutsche Bank
communicates in a way that allows the
presumption that they are striving for
mutually beneficial partnerships.
Furthermore, Deutsche Bank advocates its
visitor's forum 'Deutsche Bank Dialog,’
where they offer presentations and tours to
learn more about Deutsche Bank.

CEO John Cryan expressed his opinion
(October 29, 2015) towards all employees
on how the Deutsche Bank wants to move
forward to support its value creation and
communication practices: “I see four
principal goals. First, we want to make
Deutsche Bank simpler and more
efficient. By focusing on where we can
truly excel, we’ll be a better bank. That
includes reducing the number of products
and services we offer, deepening our
relationships with the most promising
clients, and bringing focus to the number
of locations in which we operate. Second,
we want to lower the bank’s risk profile.
This means turning down marginal
business about which we may have
doubts and which could eventually result
in us facing a fine or a legal settlement.
Third, we want to be better capitalized so
that we are no longer playing catch-up
with regulation and market expectations.
Finally, we want to be a better run bank"
(https://www.db.com/newsroom_news/20
15/ghp/a-message-from-john-cryan-on-
strategy-2020-to-employees-en-
11245.htm).
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Appendix C

Foundational 2004 2008 Update
Premise
FP1 The application of specialized skills and Service is the fundamental basis of No Change
knowledge is the fundamental unit of exchange AXIOM STATUS
exchange.
FP2 Indirect exchange masks the fundamental Indirect exchange masks the No Change
unit of exchange. fundamental basis of exchange.
FP3 Goods are distribution mechanisms for No Change No Change
service provision.
FpP4 Knowledge is the fundamental source of Operant resources are the Operant resources are the fundamental
competitive advantage. fundamental source of source of strategic benefit.
competitive advantage.
FP5 All economies are service economies. No Change No Change
FP6 The customer is always the co-producer. The customer is always a Value is cocreated by multiple actors,
co-creator of value. always including the beneficiary.
AXIOM STATUS
FP7 The enterprise can only make value The enterprise cannot deliver Actors cannot deliver value but can
propositions. value, but only offer value participate in the creation and offering
propositions. of value propositions.
FP8 Service-centered view is customer A service=C d view is inh ly A service-centered view is inherently
oriented and relational. customer oriented and relational. beneficiary oriented and relational.
FP9 All social and economic actors are No change
resource integrators. AXIOM STATUS
FP10 Value is always uniquely and No change
phenomenologically determined AXIOM STATUS
by the beneficiary.
FP11 New
Value cocreation is coordinated through

actor-generated institutions and
institutional arrangements.
AXIOM STATUS

Table 3. Foundational premise development
Source: Vargo & Lusch (2016, p.8)



