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Chapter 1

Introduction
The service sector is becoming the dominant economic activity in advanced countries, of which more than 70% of their gross domestic product (GDP) is constituted
by services [114]. However, most of our knowledge about business design, i.e. about
business strategy or business models, has been developed within the framework of
a manufacturing based economy. This economic shift towards service is pushing the
academic world and industry to find new perspectives for business design in a service
dominant world [121].
Academics and practitioners from di↵erent backgrounds have recognized the need
for new management tools and frameworks that use a service mindset [121]. These
new e↵orts are being concerted in an interdisciplinary field, i.e. Service Science. As
defined in [121], Service Science focuses on fundamental science, models, theories
and applications to drive service innovation through value co-creation.
In this dissertation, we integrate di↵erent perspectives on Service in order to design a framework and toolset supporting business design in Service Science. We call
this toolset-supported approach Service-Dominant Business Design.
The remainder of this introduction is structured as follows: in Section 1.1, we
introduce the origins of our research. In Section 1.2, we define our research questions.
In Section 1.3, we outline the process we followed in our research. In Section 1.4, we
eventually outline the structure of this dissertation.

1.1

Research Project Evolution: From CoProFind to Service-Dominant Business Design

An asset-based financial services company with global footprint, including Europe,
North- and South America, and Asia, has financed our research project. In this dissertation, we will refer to this company using the fictitious name AssetFin.
The original goal of the project was to support the design of new business models by using the concept of contract-based process outsourcing. This goal is stated
in the original project’s name: CoProFind, Contract-based process outsourcing in the
financial industry. However, soon after the start of the project, we realized in practice that there was a need to focus on the real problems of AssetFin, rather than just
developing business models by using a pre-selected solution.
We started to explore the state-of-the-art of business models in the financial industry [82]. In the development of this research, we noticed a shift in business models
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towards solutions, rather than just focusing on selling goods. For instance, new business models adopted by heavy machinery companies like Volvo Trucks or Komatsu offer real time monitoring services with their equipment as a complete solution, rather
than just focusing on the machinery [82]. These solutions o↵ered directly by vendors
to customers could disrupt traditional asset financing companies that rely on monthly
fees for leasing assets with or without added services like maintenance.
In academic research, we recognized this shift towards solutions in a novel business
paradigm: Service-Dominant Logic [154], [92]. Service-Dominant Logic shifts the focus of a company from goods and the value chain, towards services and solutions and
the value network. After presenting the new paradigm to the division Global IT R&D
at AssetFin, we started to research further about the Service-Dominant paradigm and
its adoption within the organization [81].
Business practitioners within AssetFin soon supported this shift towards solutions. Moreover, practitioners at AssetFin started to realize that their partners were
moving away from o↵ering just goods and moving towards solutions. Furthermore,
this new business landscape could disrupt AssetFin’s traditional business model
based on the vendor finance business model [80].
In this business model, the revenue comes from the leasing fee from the customer.
However, the revenue source comes mainly from the sale of the used asset after the
end of a leasing period with the customer. This revenue source is clearly focused on
the goods leased by AssetFin, but it fails to go beyond the value chain perspective,
as it does not investigate the opportunity to o↵er more complete service solutions to
customers, possibly exploiting a network of other partners.
During the project, we first aimed at developing business models for setting new
directions for AssetFin by developing business models focused on assets on the one
hand [166], and business models focused on services on the other hand [91]. In carrying out this task, we worked with di↵erent business units focused on di↵erent markets, such as healthcare, office equipment, and its car leasing subsidiary: CarLease.
However, despite the enthusiasm of the managers we spoke with, we realized that
the main obstacle to the definition of such business models was the lack of an appropriate management tool for designing business models that were solution- and value
network-based.
We also realized that the adoption of a new mindset for developing business models needed to be defined at the strategic level. At this level, we found the need for
a tool to conceptualize and guide the formulation and communication of strategies
driven by the Service-Dominant Logic.
Eventually, we found that once the strategy and business models were delineated,
managers, and in particular IT people, were also concerned with the operationalization of the business. In other words, we realized that business design needed also
to focus on the translation of business models into a set of appropriate business processes exploiting the capabilities of the company.
From the above analysis, it should come as no surprise that, after reviewing the
literature on business design frameworks and having talked to practitioners, we developed our business design framework using four layers: strategy, business models,
processes and capabilities. More details about such layers and, in particular, the research questions identified for our work, are provided in the remainder of this chapter.
2
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1.2

Problem Statement

Once we identified the Service-Dominant Logic as the new business paradigm to develop a new way of doing business within AssetFin [81], we established the following
research questions (R.Q):
R.Q.: How to support the implementation of the Service-Dominant Logic in a business organization?
Service-Dominant Logic is a mindset that has been recognized as a foundational
theory for the development of Service Science [97]. However, the implementation of
this theory in practice is difficult. By analyzing the literature on the Service-Dominant
Logic, we found that this mindset should be adopted first at the strategic level [86].
To extend the adoption of the Service-Dominant Logic beyond the strategic level,
we need to redefine the traditional relationship between strategy, business models,
and business processes.

R.Q. 1.1

How to formulate and
communicate a
Service-Dominant Strategy?

R.Q. 1.2

R.Q.1!
!

How to support the
implementation of
the ServiceDominant Logic in a
business
organization?

How to formulate
business models implementing a
Service-Dominant strategy?

R.Q 1.3

!
!

How to operationalize
business models that follow
a Service-Dominant
Strategy?

Figure 1.1: Research Questions

As shown in Figure 1.1, the R.Q. is therefore decomposed into three sub-questions.
These three research questions are formulated as follows:
R.Q. 1:

How to formulate and communicate a Service-Dominant Strategy?

3
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Our first task is to define how to formulate and communicate a strategy that follows a Service-Dominant Logic. To answer each sub-question, we develop artifacts.
To answer our first sub-question, we develop an artifact, as a management tool, called
the Service-Dominant Strategy Canvas. The Service-Dominant Strategy Canvas is an
artifact that uses strategic views on the Service-Dominant Logic.
R.Q. 2: How to formulate business models implementing a Service-Dominant strategy?
After defining how to formulate and communicate a Service-Dominant Strategy,
we need to define how business models are specified when following this novel strategic approach. Business models have been historically conceptualized by using di↵erent approaches, such as traditional marketing and manufacturing views on strategy.
However, business models have not been conceptualized by using a Service-Dominant
Strategy, due its novelty. In this thesis, we tackle this problem and develop the ServiceDominant Business Model Radar as an artifact addressing this issue.
R.Q. 3: How to operationalize business models that follow a Service-Dominant
Strategy?
Once the Service-Dominant Strategy and Service-Dominant business model have
been developed, we need to specify a way to translate them into a set of operational
business processes.
Service-Oriented Architecture is a well-known service paradigm in the area of Information Systems (IS) design and development. IS scholars recognize that Service
is a rich context to extend the field toward behavioural, economical and organizational issues [142]. Service-Dominant Logic has been recognized as the foundation
of Service Science. Then, a connection between the management concepts of strategy
and business models needs to be addressed for defining a Service-Dominant Business
framework for business design.
In this stage, we relate the advances in the literature about Service-Oriented Architecture at the business level, such as business services and process-based service
compositions, with our research in order to address the three research questions previously outlined. As a result, we define a methodology to design services as the capabilities required to address a given strategy, and how to compose such services into
processes for the operationalization of the business models derived from the strategy.
Hence, in terms of tools, we need to define a set of tools that enable practitioners at
AssetFin to design a business driven by a Service-Dominant Strategy.
As a research team in the CoProFind project, we envision our framework as the
combination of four layers: Service-Dominant Strategy, Service-Dominant Business
Models, Service Composition, and Business Services [59]. These layers have been
been defined by the CoProFind project team as the BASE/X framework [59]. In this
dissertation, we use these four layers to define and implement a set of tools that enable
practitioners at AssetFin to design business driven by a Service-Dominant Strategy:
the Service-Dominant Business Design.
In Figure 1.2, we refine our framework in terms of the implementations of each
layer. The implementation of our framework can be perceived as a toolset for ServiceDominant Business Design. The business design in the first two layers is achieved by
4
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Service-Dominant Strategy

S-D

Strategy

Design Management Tool

S-D

Service-Dominant Business Model

Business
Model

Design Management Tool

Business Service Composition

Business
Service Composition

Tool

Business Services

Business Services

Tool

Figure 1.2: Service-Dominant Business Design as a toolset

defining management tools for designing a Service-Dominant Strategy and ServiceDominant Business Models, respectively. At the bottom layers, the business design is
achieved by defining tools for specifying Business Service Compositions and Business
services, respectively.
Regarding the research sub-questions presented in Figure 1.1, the development of
management tools at the strategic and the business model layers answers the questions R.Q. 1 and R.Q. 2, respectively. The specification of Business Service Compositions and Business Services gives an answer to the question R.Q. 3.

1.3

Research Approach

In Figure 1.3, we present an illustration of the research approaches that we take in the
development process of our framework.

Service-Dominant Strategy

S-D

Design Management Tool

Strategy
S-D

Business
Model

Service-Dominant Business Model

Business
Service Composition

Business Services

Design Management Tool

Business Service
Composition
Tool

Business Services
Tool

Action
Design
Research

R.Q.1

Action
Design
Research

R.Q.2

Literaturebased
Research
with tool
testing

R.Q.3

Figure 1.3: Research Methods used during the framework development

We use two Action Design Research cycles and one Literature-based research cy5
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cle. Each Action Design Research cycle is used for answering R.Q. 1 and R.Q. 2 by
developing management tools for designing Service-Dominant Strategies and ServiceDominant Business Models. We use a Literature-based research as one research cycle
for answering R.Q. 3 by defining how to specify Business Services and Business Service Compositions. We work on these two layers as one research cycle due to the high
dependency between the layers. Business Service Compositions, in fact, cannot be
defined without business services, and business services are likely to remain unexploited as long as they do not appear in related business processes.
We present an overview of the research methods adopted in this thesis as follows:

Action Design Research: Our research is driven by a practitioners’ problem of designing tools to communicate and define Service-Dominant strategies and business
models. However, the development of these tools requires a close collaboration with
practitioners due its organizational impact in AssetFin. With this in mind, we first
considered two possible research methods typically adopted by research done in close
collaboration with practitioners, i.e. Design Research [65] and Action Research [13].
On the one hand, we found that the traditional research method based on Design
research is not suitable at the strategy and business model level, because it exclusively focuses on the development of artifacts, often neglecting the feedback from
practitioners in the development process. On the other hand, Action Research, as a
way to focus on the organization and the involvement of practitioners, often neglects
the role of theory and academic knowledge in the artifact development process.
Eventually, we realized that Action Design Research (ADR) establishes a focus on
artifact development and organizational impact at the same level. In this dissertation,
the cooperative setting between academics and practitioners requires going beyond
the traditional use of design science research in Information Systems. Action Design
Research is a method that combines Design Science research with Action research to
rediscover the dual mission of IS research of making theoretical contributions and
assisting in solving the current and anticipated problems of practitioners [137].
We apply ADR to solve a practice-inspired research question with two artifact developments: the Service-Dominant Strategy artifact and the Service-Dominant Business Model artifact. Each artifact is developed by following the ADR method in its
stages, principles, and artifacts.
As shown in Figure 1.4, artifact development in ADR is guided by four stages and
seven principles. The ADR method comprises four stages [137], namely the problem formulation, the building, intervention, and evaluation of the artifact, reflection and
learning, and the formalization of learning. As the four stages are not simply sequential,
we discuss these stages in our research context in the following.
Stage 1 concerns the problem formulation by identifying the needs within the
organization for achieving a practical and academic relevance.
Stage 2 is about the building, intervention and evaluation of the artifact. In ADR
we can distinguish between researcher-driven and practitioner-driven artifacts. In
Figure 1.5, we present the typical ADR process for researcher-driven artifacts. This is
the perspective that we adopt in this research.
6
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Stage&1:&Problem&Formula1on&

Stage&3:&Reﬂec1on&and&Learning&

Principle&1:&Prac1ce&inspired&research&
Principle&2:&TheoryHIngrained&Ar1fact&

Principle&6:&Guided&Emergence&

Ar1fact&
Recogni1on&

Emerging&Ar1fact&
Version&

Stage&2:&Building,&Interven1on&and&Evalua1on&
Principle&3:&Reciprocal&shaping&
Principle&4:&Mutually&Inﬂuen1al&Roles&
Principle&5:&Authen1c&and&Concurrent&Evalua1on&
Ar1fact&
Alpha&Version&

Ar1fact&
Beta&Version&

Stage&4:&Formaliza1on&of&Learning&
Principle&7:&Generalized&outcomes&
Ar1fact&
Ensemble&Version&
Figure 1.4: Action Design Research Stages, Principles and Artifact (Adapted from [137])

Participants

Artifact evolution

Contributions

Researchers

Design
principles

ADR
team
Practitioners

Alpha version

Beta version

Artifact

Contribution to the
Specific ensemble
being designed
Utility for users

Users

Figure 1.5: Generic researcher-driven artifact process within the second ADR stage: Building, Evaluation,
and Intervention (Adapted from [137])

As shown in Figure 1.5, the artifact building process is started by researchers with
a version of the artifact focused on the theory (Alpha artifact). Later, a Beta version
of the artifact is co-developed by researchers and practitioners for real use test with
users. The artifact evolves from the initial artifact driven by the researchers, the Alpha
7
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version, towards a Beta Version embodying the contribution of the practitioners of
the ADR team. The artifact’s Alpha version, presented in Section 4.4, is based on the
problem formulation and theoretical premises adopted in Stage 1. Afterwards, the
artifact is tested with users. The participants in the research make di↵erent kinds
of contributions: the researchers establish the design principles derived from theory,
the practitioners contribute to the co-shaping of the artifact, while the users assess
the artifacts’ utility.
In Stage 3, we reflect and learn from our experience in Stage 2 in the building,
intervention, and evaluation of the artifact. Stage 2 is usually carried out in parallel
with Stage 3, since ADR does not follow a waterfall development process. We describe
our reflections on and learning about the Alpha version in Section 4.4.5, and, with
regard to the Beta version, in Section 4.5.2.
Finally, in Stage 4, we formalize the learning from Stage 3 by generalizing the
experience of our research to a class of problems or a general solution (Section 4.6).
In our case, the class of problems we aim to solve is that of supporting the formulation
and communication of a Service-Dominant Strategy.
Literature-based Research with tool testing: The specification tools for the bottom layers of our framework (see Figure 1.3) are defined by using the literature as a
reference. We studied the service concept developed by Marketing scholars, in particular Service Marketing, and the definitions of the service concept from Information
Systems scholars. We studied these two research areas in order to define a multidisciplinary perspective on service concepts and service compositions. Our goal is
to bridge these two research areas in order to develop the required interdisciplinary
view set by Service Science.
The novel aspects of the Business Service and the Business Service Composition
tools are limited, because the basic approaches to business services and its compositions already exist. Our tools in these layers aim to complement the management tools
from the first two layers by supporting the overall business design process. Hence, we
do not need to apply an iterative construction process such as ADR in this stage. The
testing of the tools does not include an ADR cycle with an iterative development process, because the tools were developed as a sequential development process by using
the literature for its construction and tested after their completion. Just like the management tools developed in the first two layers, the specification tools defined in the
last two layers are applied within the same context of business design at AssetFin
within its CarLease subsidiary.
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1.4

Thesis Outline
Chapter 1 Introduction

Chapter 2 Related Work

Chapter 7!

Chapter 4

Service-Dominant
Strategy

Use case validation

Chapter 5

Chapter 3!
!
Service-Dominant
Business
Framework
!
!

Service-Dominant
Business Model

Chapter 6

Business
Services
and
Business
Service
Compositions

Chapter 8 Conclusions
Figure 1.6: Thesis structure

In Figure 1.6, we illustrate the outline of this thesis.
Chapter 1, Introduction: the current chapter introduces the research project, research questions, the thesis outline and our research methods.
Chapter 2, Related Work: discusses the related research on strategy, business models and business design frameworks. By analyzing this body of research, we set the
direction of our research and our approach to business design.
Chapter 3, Service-Dominant Business Framework: briefly discusses the layers of
our framework, the related tools used for each layer, and how these tools are used
together for defining the Service-Dominant Business Design approach.
Chapter 4, Service-Dominant Strategy: presents the development of the ServiceDominant Strategy artifact by using Action Design Research. The artifact is developed
as a management tool in close collaboration with business practitioners from AssetFin
and evaluated by testing it with users from CarLease for achieving an organizational
impact.
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Chapter 5, Service-Dominant Business Model: presents the development of a management tool for designing Service-Dominant Business Models. The tool is developed
as an artifact by using Action Design Research in closer collaboration with practitioners with AssetFin. The tool is tested and evaluated within CarLease.
Chapter 6, Business Services and Business Service Compositions presents a literature review of business services and business service compositions to establish
the operational connection between the Service-Dominant Strategy and ServiceDominant Business Models.
Chapter 7, Use case validation: presents a case study of the application of the
Service-Dominant Business Design framework developed in this dissertation at CarLease. It basically presents the results of the application of the artifacts developed in
the four layers of our framework to a real world case.
Chapter 8, Conclusions: concludes the thesis by providing a final discussion of the
contributions of this dissertation.
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Chapter 2

RelatedWork
Our framework integrates di↵erent aspects of designing Service Dominant Businesses into one definite approach. As shown in Figure 2.1, our framework has four
defined layers: Service Dominant Strategy, Service Dominant Business Models, Business Service Compositions, and Business Services.

Related Work on Dominant-Logics

Related Work on !
integrated layers!

S-D
Strategy

S-D
Business
Models

Business Service
Compositions

Business
Services

Related Work on !
Strategy

Related Work on !
Business Models

Related Work on !
Business Services!
and !
Business !
Service !
Compositions

Figure 2.1: Related Work

Due to the di↵erent aspects covered in our framework, we need to review the literature associated with each of its layers. In Figure 2.1, we illustrate how we analyze the
work related with our framework by defining four areas of study: strategy, Business
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Models, Business Services, and Business Service Compositions. We also present the
frameworks that use these di↵erent areas as integrated layers.
As shown in 2.1, our framework starts at the top layer by defining a Service Dominant Strategy. Hence, we start the literature review by focusing on the traditional and
Service Dominant approaches to Strategy. Business Models are covered in the second
layer by defining Service Dominant Business Models. Hence, our literature review
studies the traditional and Service Dominant perspectives on Business Models for establishing a background for various definitions, concepts, and tools. Eventually, we
analyze the related literature on frameworks trying to bridge two or more of the defined areas of study. We will show that there is a substantial lack of a comprehensive
framework that takes a Service Dominant approach and deals with business design
on Strategy, Business Models, Business Service Compositions and Business Services.
We decided to study the related literature of Business Services and Business Service Compositions layers of our framework in Chapter 6, because our construction
method is based on the literature review rather than ADR.
This chapter is structured as follows: In Section 2.1, we introduce the GoodsDominant Logic and the Service-Dominant Logic. In Section 2.2, we review the related literature on Strategy. In Section 2.3, we study the related literature on Business
Models. In Section 2.4, we analyze the related literature on frameworks that integrate di↵erent aspects. In Section 2.5, we present our conclusions about the analyzed
works.

2.1

The Goods-Dominant and Service-Dominant Logic

Marketing scholars have conceptualized a new mindset: the Service-Dominant Logic.
The Service-Dominant Logic was originally intended for the advancement of the marketing field. In this paradigm shift, marketing has moved from a Goods-Dominant
view, in which tangible output and discrete transactions were central, to a ServiceDominant view, in which intangibility, exchange processes, and relationships are key.
Nowadays, the Service-Dominant Logic has been recognized as a key theory for the
development of an interdisciplinary field know as Service Science, Management and
Engineering (SSME): Service Science. The perspective of Service-Dominant Logic
stands in contrast to the perspective of the Goods-Dominant logic of the past, as it
holds service (defined as the application of competences for benefit of others) rather
than goods to be the fundamental basis of economic exchange [98].
The Goods-Dominant Logic: This mindset is also referred in the literature as “neoclassical economics research tradition” [67], “manufacturing logic” [112] and “old
enterprise logic” [171]. The Goods-Dominant Logic is rooted in manufacturing that
shifted the production from the household to the factory, separating the roles of consumer and producer. The role of the firm was to create value by maximizing production for the sale of goods: the operant resources. In this view sets the firm to receive
money in return of the created value within the value chain. At the end of the value
chain we have the services that providing marketers value-adding roles of marketing
services. Under this mindset the customers are a target of the market where the customers became something to be captured or acted on, explaining statements such as
”segment the market”, “penetrate the market” and “promote to the market” [94].
12
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The Service-Dominant Logic: The Service-Dominant Logic is a perspective that
recognized emerging trends in marketing for the purpose of providing an alternative
view of exchange and value creation in markets.
This mindset shifts the traditional focus of a company pushing goods into the market through a value chain towards a value network in which actors co-create value.
This network focus of the Service-Dominant Logic is based on the work of Norman
and Ramirez on value constellations [1], [112]. For instance within their work they
refer to the shift from the value chain towards the value network as follows:“Global
competition, changing markets, and new technologies are opening up qualitatively
new ways of creating value. In so volatile a competitive environment, strategy is no
longer a matter of positioning a fixed set of activities along a value chain. Increasingly, successful companies do not just add value, they reinvent it. Their focus of
strategic analysis is not the company or the industry, but the value-creating system
itself, within which di↵erent economic actors - suppliers, business partners, allies,
customers - work together to co-create value” [1].
The main focus of the Service-Dominant Logic is on operand resources defined
as “resources in which an operation or act is performed to produce and e↵ect” [38].
The service-centred view of the Service-Dominant Logic is grounded in the resourceadvantage theory [37],[67] and competence theory [40],[130]. Regarding competence
theory, core competences are defined as intangible processes rather than physical assets [62]. In the Service-Dominant Logic, these capabilities should contribute to the
customer-perceived value: the value-in-use. Other important foundation of this logic
based on capabilities comes from Teece and Pisano [148], by suggesting that the firm’s
competitive advantage stems from dynamic capabilities embedded in the firm’s processes.
The Service-Dominant Logic emphasizes value as co-created by multiple actors,
rather than viewing value as created by a single actor [131], [29]. This value cocreation between actors takes palace in service ecosystems also known as value networks [156], [160]. In this view, the firm becomes an essential service provisioning
actor in the value network [96]. In the Service-Dominant Logic, the customer is also
an actor that co-creates value within the value network [156],[94].
As shown in Figure 2.2, the Service-Dominant Logic is defined by eight Foundational Premises, from which four of them are considered its axioms [154]. The axioms
of the Service-Dominant Logic are described as follows:
Axiom 1 (FP1), service is the fundamental basis of exchange. This axiom is based on
the Service-Dominant Logic definition of Service: the application of operant resources
for the benefit of another entity [154].
Axiom 2 (FP6), the customer is always a co-creator of value. This axiom suggests that
value is co-created through the interaction of actors rather than viewing the firm as
the producer or creator of value [154], [94].
Axiom 3 (FP8), all economic and social actors are resource integrators [154], [94].
This axiom suggests that integrable resources come from di↵erent kind of sources
like private sources, market sources or even public sources.
Axiom 4 (FP9), value is always determined and phenomenologically determined by the
beneficiary. This axiom states that value is experiential rather than the transactional
view of the Goods-Dominant Logic [154],[94].
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Axioms &
Foundational Premises (FP)

Axiom 1 (FP1).!
Service is the
fundamental
basis of exchange

(FP2). Indirect
exchange masks the
fundamental basis of
exchange
(FP3). Goods are a
distribution mechanism
for service provision
(FP4). Operant
resources are the
fundamental source of
competitive advantage

Axiom 2 (FP6).
The customer is
always a co-creator of
value

Axiom 3 (FP9). !
All economic actors
and social actors are
resource integrators

Axiom 4 (FP10). !
Value is always
uniquely and
phenomenologically
determined by the
beneficiary

(FP7). The enterprise can
only make value
propositions

(FP8). A servicecentered view is
customer oriented and
relational

(FP5). All economies

are service
economies

Figure 2.2: Axioms and Foundational Premises of the Service-Dominant Logic [94]

Comparing the dominant logics The shift from the Goods-Dominant Logic towards
a Service-Dominant Logic requires focusing on competences instead of goods. In the
Service-Dominant Logic, the good is no longer the end product: the good is a mechanism for service provision. In the Goods-Dominant Logic the customer is seen as
a passive receptor of goods. However, in the Service-Dominant Logic, the customer
plays an active role as a co-creator of service [154],[94].
The traditional Goods-Dominant Logic focuses on the role of the firm being a producer and the role of the customer on being a consumer. In the Service-Dominant
Logic, the co-creation of value implies that companies can not create value for the
customer, they co-create value with the customers [154],[94].
In Table 2.1, we present comparison between the Goods-Dominant Logic and the
Service-Dominant Logic made by Lusch and Vargo [154]. They compare these logics
by unit of exchange, role of goods and the customer, meaning and determination of
value, interaction between the firm and the customer, and source of economic growth.
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Comparison
Primary unit
of exchange

Goods-Dominant Logic
People exchange for goods

Role of goods

Goods are operand resources and end products.
Marketers take matter and
change its form, place, time
and possession

Role of customer

The customer is the recipient of goods.
Marketers do things to customers; they segment them,
penetrate them, distribute
to them, and promote to
them. The customer is an
operand resource.
Determination Value is determined by the
and meaning producer, embedded in the
of value
operand resource (goods),
and is defined in terms of
“exchange value”

Firmcustomer
interaction

The customer is an operand
resource.
Customers are
acted on to create transactions with resources.

Source of economic growth

Wealth is obtained from
surplus tangible resources
and goods.
Wealth consists of owning, controlling,
and producing operand resources.

Service-Dominant Logic
People exchange for the benefits of specialized competences
Goods are transmitters of
operant resources (embedded
knowledge); they are intermediate “products” that are used
by other operant resources
(customers) as appliances in
value-creation processes.
The customer is a co-creator of
service. Marketing is a process of doing things in interaction with the customer. The
customer is primarily an operant resource, functioning only
occasionally as an operand resource.
Value is perceived and determined by the customer
on the basis of “value in
use”.
Value results in the
beneficial application of operant resources sometimes
transmitted through operand
resources.
Firms can only
make value propositions
The customer is primarily an
operant resource. Customers
are active participants in relational exchanges and cocreation.
Wealth is obtained through
the application and exchange
of specialized knowledge and
skills. It represents the right
to the future use of operant resources

Table 2.1: Goods-Dominant Logic versus Service-Dominant Logic (adapted from [154])
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Related Work on Strategy: Traditional and Service
Dominant Approaches

Firstly, in Section 2.2.1, we study the related work on the traditional approaches to
strategy from business and marketing scholars. Secondly, in Section 2.2.2, we review
the related work on the Service Dominant Logic at the strategic level.

2.2.1

Related work on traditional strategic management perspectives from business and marketing scholars

The strategy concept has its roots in the militarys approach of going to war in Sun
Tzus art of war [153]. Strategic management has adopted this concept for the business setting. Regarding the definitions of strategy in business, Mintzberg is wellknown author in this field. Mintzberg asked himself what are strategies and how are
they formed in organizations? [104]. He argued strategy requires multiple definitions.
He recognizes five definitions of strategy: plan, ploy, pattern, position, and perspective. These definitions are known in the literature as the 5 Ps of strategy [105]. Each
definition is described as follows:
5Ps
Strategy as a plan

Strategy as a ploy
Strategy as a position

Strategy as a perspective

as a pattern

Definition
“a consciously intended course of action, a guideline (or
set of guideline) to deal with a situation. By this definition
strategies have two essential characteristics: they are made
in advance of the actions to which they apply, and they are
developed consciously and purposefully.” [107]
“is a specific maneuver intended to outwit an opponent or
competitor. ” [107]
“ specifically a means of locating an organization in an environment. By this definition strategy becomes the mediating force, or match between organization and environment, that is, between the internal and the external context .“ [107]
“ its content consisting not just of a chosen position, but
of an ingrained way of perceiving the world. What is of
key importance is that strategy is a perspective shared by
members of an organization, through their intentions and
or by their actions.” [107]
“consistency in behavior over time” [107]
Table 2.2: 5Ps of Strategy
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Authors classify approaches on strategies in di↵erent ways. In Table 2.3, we
present how some authors classify them as schools.
Author
Chafee [28]
Mintzberg et
[106],[107]
HUNT [68]

al.

Year
1985
1998

2000

Classifications
Linear, adaptive and interpretive schools.
Ten schools of thought: environmental, cognitive,
entrepreneurial, power, positioning, cultural, planning, learning (or emergent), design, and configuration (or transformation).
Business scholars (industry-based, competencebased and resource-based) and Marketing Scholars
(market-oriented and relational marketing).

Table 2.3: Selected classifications of strategic approaches

From the classifications presented in Table 2.3, the classification made by Mintzberg
is the most well known [107]. However, we use the classifications made by Hunt
because the author has worked and collaborated in linking traditional strategic approaches with the Service-Dominant Logic [69]. Hence, we use his classification for
being aware of the strategic approaches that can be used to build a bridge towards
the Service-Dominant Logic.
In this review we do not cover all the approaches of strategy, because our goal is to
use them as a mechanism to communicate a Service-Dominant Strategy rather used
them as the source of our theory for developing artifacts. Moreover, the traditional
strategies play a limited role in the development of our framework.
Hunt [68] establishes two main approaches to strategy: strategies developed by
business scholars and strategies developed by marketing scholars.
Industry
based

Business

Competence
based
Resource
based

strategy

Market
oriented
marketing
Relational
marketing

Figure 2.3: strategies from business and marketing scholars (based on [68])

Within the strategies developed by business scholars we have the industry-based
strategies, resource-based strategies, and competence-based strategies. Within the
strategies developed by marketing scholars we have market oriented strategies and
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relational marketing strategies. In Figure 2.3, we illustrate this classification as a
conceptual tree. Each identified strategy is discussed as follows:
Industry-based Strategy: This strategic view was established by Porter to stress the
importance of the industry factors in the competitive landscape. An industry-based
strategy suggests that to achieve competitive advantage firms should choose industries, modify their structure, and select a generic strategy, such as cost leadership or
di↵erentiation and focus. Porter argues that a firm should aim at choosing the best
industries and/or altering the industry structure by raising barriers to entry and increasing its bargaining power over suppliers and customers [127, 128].
Lower cost Differentiation

Cost
Differentiation
Leadership

Broad
Target

Narrow
Target

Cost
Focus

Differentiation
Focus

Figure 2.4: Porter’s matrix [127, 128]

Porter defines two generic approaches for outperforming other firms in the industry: overall cost leadership and di↵erentiation. Overall cost leadership is about
achieving the leadership of an industry on costs, enabled by cost reductions. Cost
leadership usually requires a high market share or other advantages such as favorable
access to raw materials. The Di↵erentiation approach is about creating something
that is perceived as unique within the industry. Porter defines a third approach, which
acts as a parameter on the cost leadership and di↵erentiation approaches. The Focus
approach describes the scope over which the company should compete based on cost
leadership or di↵erentiation. The firm can choose to compete in the mass market with
a broad scope, or a focused market segment with a narrow scope. In either case, the
basis of competition will still be either cost leadership or di↵erentiation [127, 128].
Porter’s representation as a matrix is shown in Figure 2.4.

Existing
market

New
market

Existing
products

New
products

Market
penetration

Product
development

Market
development

Figure 2.5: Anso↵’s matrix [8]
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Porter’s approach on strategy was preceded by Anso↵ [8]. In Figure 2.5, we show
the matrix developed by Anso↵ that includes four di↵erent growth strategies: market
penetration, market development, product development and diversification.
Resource-based Strategy: This strategic view suggests that a firm should stand primarily on the application of a bundle of valuable tangible or intangible resources at
the firm’s disposal for achieving a competitive advantage[100]. A firm’s resources at
a given time could be defined as those assets which are tied semi-permanently to the
firm. For instance, brand names or in-house knowledge of technology [159].
For transforming a short-run competitive advantage into a sustained competitive
advantage, we require that these resources be heterogeneous in nature and not perfectly mobile. This translates into valuable resources that are neither perfectly imitable nor substitutable without great e↵ort: the VRIN (valuable, rare,inimitable, and
non-subsitutable) attributes [17]. If these conditions hold, the bundle of resources
can sustain the firm’s above average returns [126].
A company can appropriate resources that are rare and valuable for the purpose
of gaining a temporary advantage. Such an advantage can be sustained if the firm can
protect such resources against imitation, transfer, or substitution. A Resource-based
strategy emphasizes that improving and protecting the unique resources of the firm
will reinforce its strengths and ameliorate its weaknesses.
In this strategic view, resources form the basis of value creating strategies. Within
Resource-based scholars, Treacy and Wiersema assert that companies achieve leadership positions by narrowing their business focus. Treacy and Wiersema identify three
“value-disciplines” that can serve as the basis for strategy: operational excellence,
customer intimacy, and, product leadership [152], [151]. As with driving forces, only
one of these value disciplines can serve as the basis for strategy. In Figure 2.6, we
show Treacy and Wiersema’s model of value disciplines [152].

“Best product”

Product leadership
Product
differentiation

Operational
competence

Customer
responsive

Operational excellence

Customer intimacy

“Best total cost”

“Best Total Solution”

Figure 2.6: value disciplines: Threshold vs leadership in customer value (Adapted from [152] )

19

20

CHAPTER 2. RELATEDWORK

Competence-based Strategy: This strategic view suggests that firms should identify, seek to develop, reinforce, maintain, and leverage distinctive competences for
the purpose of achieving a competitive advantage [68]. A Competence-based strategy
asserts that the competences created by adding capabilities are the sources of competitive advantages and enable firms to attain their goals [133]. Theses capabilities span
multiple products or businesses and they change slower than the products that they
make possible. This strategic approach is grounded in core competences and dynamic
capabilities. Each strategic approach is described as follows:
Core competences are defined as the collective learning in the organization. They
argue that competences are enhanced as they are applied and shared. Moreover, core
competences can spawn unanticipated products [130]. Instead of looking the company as business units or products, Hamel and Prahalad suggest to look into the portfolio of core competences instead of business units [62].
Dynamic capabilities stem from the particular capacity to respond to changing
technologies and markets. Therefore, dynamic capabilities relate to the firm’s ability to sense, seize, and transform to generate and exploit internal and external firmspecific competence by responding to and shaping the environment [147]. It is possible to disaggregate dynamic capabilities into three classes: the capability to sense
opportunities, the capacity to seize opportunities, and the capacity to manage threats
through the combination, recombination and reconfiguration of assets inside and outside the firm’s boundaries [12, 146].
Market Oriented Strategy: This strategic view suggests that to achieve a competitive
advantage, firms should gather information on potential customers and competitors
and use the gathered information between business units for guiding strategy [68].
This information should be obtained by using exogenous market factors such as competition and regulation that a↵ects the customer’s preferences, and the current and
future needs of the customer [76].
The starting point of market orientation is market intelligence. Market intelligence goes beyond the verbalized needs of customers by including the analysis of
exogenous factors that influences the customer’s needs. The generation of marketing intelligence not only relies on customer’s surveys, but on a host of complementary mechanisms such as meetings and discussions with customers and trade parters,
analysis of report sales, customer databases and formal market research [76].
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Relational Marketing Strategy: This strategic view suggests that to achieve a competitive advantage, firms should develop a relationship portfolio with stakeholders
such as customers, suppliers, employees, and competitors [68]. Relationship marketing attracts, maintains and enhances customer relationships. In this approach,
the focus is on servicing and selling to existing customers rather than acquiring new
customers[21]. In Table 2.4, we present selected definitions of this strategic approach.
Author
Berry [20]

Year
1983

Gummerson
[2]
Sheth [139]

1999

Grönross
[60]

1996

1994

Definition
“attracting, maintaining and –in multi-service
organizations– enhancing customer relationships” .
“ is marketing seen as relationships, networks, and
interaction”.
“the understanding, explanation and management
of the ongoing collaborative business relationships
between suppliers and customers”
“relationship marketing is to identify and establish, maintain, and enhance relationships with customers and other stakeholders, at a profit, so the
objectives for all parties involved are met; and
this is done by mutual exchange and fulfillment of
promises”.

Table 2.4: Relational Marketing Strategy definitions

The presented classification, based on the kind of scholars, is used to facilitate the
bridge to the Service-Dominant Logic perspectives on strategies in Chapter 4.

2.2.2

Strategic perspectives of the Service Dominant Logic

Research works on Service Dominant Strategy are not common, because management
academics have been paying little attention to services in their research so far. However, marketing scholars have been active and cooperative with industry in this area
[66]. In the developing research on the Service Dominant Logic at strategic level, we
found three main research papers.
Our search criteria is based on the use of the Service Dominant logic at strategic
level. Research works on Service Dominant strategy are not common. By tracking
down the work of Lusch and Vargo of the Service Dominant Logic to a strategic level
we found the relevant research paper: “Competing through service” published in the
Journal of Retailing [95]. The title of the research paper does not state explicitly a
strategy. However, their research aims to help companies to gain competitive advantage through the Service Dominant logic. We complement this strategic view by
identifying relevant research focused on the Service Dominant logic at strategic level.
We identify this relevant research by searching on Google Scholar by including the
keywords “strategy” and “strategic”.
Firstly, by searching the keyword “service dominant strategy” in Google Scholar
with quotes we get only two pages with just one relevant result: “Constructing a
Service-Dominant Strategy: A Practice-Theoretical Study of a Start-Up Company”.
This research paper does use the service dominant logic at starting point by develop21
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ing the strategy as an application to a real case domain. We use this work as it will
enhance the practical relevance of our service dominant strategy model.
Secondly, by searching the keyword “service dominant strategic” in Google
Scholar with quotes we get two results: “Proposing and conceptualizing a servicedominant strategic orientation” [73] and ‘Linking Service-Dominant Logic and Strategic Business Practice A Conceptual Model of a Service-Dominant Orientation” [74].
Both research papers are from the same leading author: the first paper [73], is an
outcome from a forum on Marketing in which Lusch and Vargo were among the
speakers. Whereas, the second paper is a refinement of the first paper, is published
in Journal of Service Research [74].
These research papers are discussed and analyzed in depth in Chapter 4, because
we used them as a theoretical foundation for our artifact development. We provide
an overview of these research papers as follows:
Competing through service: Lusch and Vargo first brought the Service Dominant
Logic to the attention of academia [154]. By tracking their work about the Service
Dominant Logic to a strategic level, we consider [95] as their most relevant paper.
Although the title of the research paper does not state explicitly strategy, it aims to
help companies gain a competitive advantage through the Service Dominant Logic.
The strategy for achieving a competitive advantage is formulated through a set of
strategic statements.
Service Dominant Orientation: The second selected research work [73], approaches
strategy as interactions between organizations and customers [73],[74]. These interactions are defined as six capabilities from what the authors refer to as a Service
Dominant Orientation. The Service Dominant Orientation model defines six interaction capabilities at the strategic level. These interactions are derived from the
Foundational Premises (FP) of the Service Dominant Logic statements at the top.
Service Dominant Strategy: The last selected research work uses the Service Dominant Logic to elaborate a Service Dominant strategy within a waste management
start-up [72]. This research is relevant because it is the first of this kind for which
the results have been applied to a real world case. It reinforces the practical relevance
of the Service Dominant Logic at the strategic level by developing a Service Dominant Strategy with Action Research, in which a real start-up was used as a case study.
However, the two previous papers about Service Dominant Logic at the strategic level
were ignored. From that paper, no strategic statements can be extracted literally, as
already explained, because they are presented as a comparison between Goods Dominant logic versus Service Dominant logic, e.g., “rigid versus flexible organizational
boundaries.”

2.2.3

Conclusion on Strategy and Service Dominance:

Regarding our analysis on the reviewed strategic approaches, we can conclude the
following:
1. Traditional strategies have been studied by many scholars due a ”manufacturing” approach towards doing business focused on production of goods and the
22
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value chain: a Goods-Dominant Logic. However, there have been few papers on
Service Dominant Strategy.
2. There are no integrated approaches to what is a Service Dominant Strategy. A
unified approach to defining a Service Dominant Strategy is needed to further
develop this area of research and to increase the adoption by business practitioners of this approach.

2.3

Related Work on Business Models: Firm-centric,
Network-centric, and Service Dominant Approaches

In line with the strategy and business model layers of our framework, several authors
have agreed that business models are not the same as a strategy [99], [109],[138],
[164], [119]. The large number of works on defining the concept business model reflects
the fact that Business Models is an active area of research. However, such authors
recognize that there has been a lack of convergence on such a definition of the concept
of a business model [14], [109], [170].
Several authors have attempted to represent business models. By extending the
work presented in [170], we can see that authors have referred to the business model
as a statement [145]; a description [9],[158]; a representation [109], [138]; an architecture [150], [43]; a tool or model [53],[120]; a method [7]; a framework [3]; a pattern
[26]; a set [136]; a path [77]; a template [168]; a blueprint [61]; and an abstraction
[23]. In Table 2.5, we illustrate the many representations adopted by authors for each
of the approaches mentioned above.
Regarding the construction process of business model concepts, there were no formal approaches on how to develop business model tools until Gordijn and Akkermans
[55] proposed a conceptual modeling approach by creating an ontology that borrows
concepts from the business management literature. Ontologies are defined as follows:
“Ontologies are content theories about the sorts of objects, properties of objects, and
relations between objects that are possible in a specified domain of knowledge” [30].
In [55], Gordijn and Akkermans defined a meta-model and developed a tool for
modeling and evaluating value exchanges: e3value. E3value [54] has its roots in requirement engineering and attempts to do a feasibility study of business models. This
work set the direction on how to develop business model tools in Information Systems. However, the tool is more focused on evaluating the profitability by modeling
the business as actors exchanging value objects rather than the design of a business
concept.
By following the precedent set by Gordijn and Akkermans [55], Osterwalder [116]
developed a meta-model and an ontology for defining a business model by reviewing
the business management literature. Osterwalder’s Business Model Ontology (BMO)
is structured into several levels of decomposition with increasing depth and complexity. However, in the thesis, they did not apply the BMO to a real case. The BMO
was simplified for developing a tool for designing business models that is suitable for
business practitioners: the Business Model Canvas (BMC). The BMC has been widely
adopted by business practitioners due to its simplicity and its clear message on what
is a business model and how to specify it.
Regarding the organizational structure taken by business model representation
on business models, scholars have defined them from the firm perspective, others
23
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Author
Timmers [150]

Year
1998

Stewart
&
Zhao [145]
Afuah, Allan
& Tucci [4]

2000

Weill and Vitale [158]

2001

Betz [23]

2002

2000

Magretta [99]
2002
Krishnamurthy 2003
[77]
Afuah [3]

2004

Osterwalder,
Pignerur
&
Tucci [120]

2005

Brousseau &
Penard [26])

2006

Haaker et al.
[61]
Seelos & Mair
[136]

2006

Zott & Amit
[168]

2013

2007

Definition
“An architecture for products, services and information
flows, including a description of various business actors
and their roles; a description of the potential benefits for
the various business actors; and a description of sources
of revenues.”
“A statement of how a firm will make money and sustain
its profit stream over time.”
“The method by which a firm builds and uses its resources
to o↵er its customers better value than its competitors
and to make money doing so.”
“A description of the roles and relationships among a
firms consumers, customers, allies, and suppliers that
identifies the major flows of product, information, and
money, and the major benefits to participants.”
“An abstraction of a business identifying how the business
profitably makes money. Business models are abstracts
about how inputs to an organization are transformed to
value-adding outputs.”
“stories that explain how enterprises work.”
“A path to a companys profitability, an integrated application of diverse concepts to ensure the business objectives are met. A business model consists of business objectives, a value delivery system, and a revenue model.”
“A framework for making money. It is the set of activities
which a firm performs, how it performs them, and when
it performs them so as to o↵er its customers benefits they
want and to earn a profit”
“A conceptual tool that contains a set of elements and their
relationships and allows expressing the business logic of
a specific firm. It is a description of the value a company
o↵ers to one or several segments of customers and of the
architecture of the firm and its network of partners” ...
“A pattern of organizing exchanges and allocating various
costs and revenue streams so that the production and exchange of goods or services becomes viable.”
“A blueprint collaborative e↵ort of multiple companies to
o↵er a joint proposition to their consumers.”
“A set of capabilities that is configured to enable value
creation consistent with either economic or social strategic objectives.”
“A template that depicts the way the firm conducts its
business.”

Table 2.5: Selected Business Model Definitions

from the network perspective [169]. We review the most relevant approaches in the
following sections:
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2.3.1

25

Firm-centric

Most firm-centric approaches base their business model construct on Porter’s value
chain concept [109]. However, some authors have extended the value chain concept
to concept of a value network, while maintaining the focus on the firm.
The value chain is considered by the authors of the Service Dominant Logic as a
part of the traditional manufacturing mindset: the Goods Dominant Logic. In the
value chain, there is a value creation process that starts at the left with raw materials,
then the firm creates value as a good for selling it to the customer at the end on the
right side of the chain. After the good is created, services add value.
The value chain perspective is present in business model definitions where authors
define the concept as “creating value.” This value creating position taken by such
authors implies that value can only be created by the firm. In Table 2.6, we present
definitions from the literature in which a value chain focus on business models is
explicitly stated.
From the firm-centric definitions presented in Table 2.6, Timmers defines a business model as an architecture that is based on the value chain construction and deconstruction [150]. Chesbrough [32] focuses on value creation and value capture while
maintaining a manufacturing mindset approach to the value chain as being from raw
materials to the customers. Rappa’s definition states explicitly that business models
specify where the firm is positioned within the value chain approaches. Osterwalder
& Pigneur developed a business model tool, the Business Model Canvas, for designing business models. This approach includes value network aspects besides the traditional value chain approach. However, the value is clearly created on the right side,
by the focal organization, for the customer on the left side.
From the business model works presented in Table 2.6, the only one that is defined
as a tool is the Business Model Canvas. We study in depth the business model canvas,
due to our focus on business model tools and their construction.
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Author
Timmers [150]

Year
1998

Chesbrough
[32]

2007

Rappa

2008

Osterwalder &
Pigneur [119]

2002

Definition
....“business models can be based on value chain deconstruction and re-construction”...
“At its heart, a business model performs two important
functions: value creation and value capture. First, it defines a series of activities, from procuring raw materials to
satisfying the final consumer, which will yield a new product or service in such a way that there is a net value created throughout the various activities.” “Second, a business
model captures value from a portion of those activities
for the firm developing and operating it.”
“A method of doing business by which a company can
sustain itself, that is, generate revenue. The business
model spells out how a company makes money by specifying where it is positioned in the value chain.”
“The main purpose of a company is the creation of value
that customers are willing to pay for. This value is the
outcome of a configuration of inside and outside activities and processes. To define the value creation process in a
business model, we use the value chain framework (Porter et
al., 1985) and its extension, such as defined by Stabell and
Fjeldstad (Stabell et al., 1998). They extend the idea of the
value chain with the value shop and the value network.
Former describes the value creation process of service
providers, whereas latter describes brokering and intermediary activities.”

Table 2.6: Selected Business Model Definitions

The Business Model Canvas and the Business Model Ontology: The Business
Model Canvas (BMC) is the leading business model conceptualization focused on
the firm. The Business Model Canvas is the further development of a research work
presented as a meta-model under the name Business Model Ontology (BMO). The
BMO has its roots in the Information System domain as a PhD thesis. The model,
after several iterations, led to the development of a simplified tool that we know
today as the Business Model Canvas (BMC). In Figure 2.7, we show the original BMO
meta-model. The simplified BMC meta-model is shown in Figure 2.8.
In BMO, a business model is “understood as a conceptual tool that contains a
set of elements and their relationships and allows expressing the business logic of
a specific firm.” The BMO focuses on the value a company o↵ers (what?) to one or
several segments of customers (who?) and the architecture of the firm and its network
of partners for creating, marketing and delivering this value and relationship capital
(how?), in order to generate profitable and sustainable revenue streams (how much?)
[57].
The BMC is a tool to design and analyze business models. The BMC describes
a business model through nine basic building blocks that show the logic of how a
company intends to make money.
The visual representation of the business model canvas is shown in Figure 2.9.
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Figure 2.7: Business Model Ontology [116]
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Figure 2.8: Business Model Canvas Meta-model (Adapted from[117])

As presented in [118], the building blocks are:
• Customer segments: “Defines di↵erent groups of people or organizations an
enterprise aims to reach and serve.”
• Value propositions: “Describes the bundle of products or services that create
value for a specific customer segment.”
• Channels: “Describes how a company communicates with and reaches its customer segments to deliver a value proposition.”
• Customer relationships: “Describes the types of relationships a company establishes with specific customer segments.”
• Revenue streams: “Represents the cash a company generates from each cus27
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Figure 2.9: Business Model Canvas [118]

tomer segment.”
• Key resources: “Describes the most important assets required to make a business model work.”
• Key activities: “Describes the most important things a company must do to
make its business model work.”
• Key partnerships: “Describes the network of suppliers and partners that make
the business model work.”
• Cost structure: “Describes all cost incurred to operate a business model.”
As shown in Figures 2.8 and 2.9, the BMC includes a network perspective on the
left side of the meta-model. However, the BMC has a manufacturing driven representation due to the value chain approach taken towards the relationships of the elements. For instance, the BMC adopts a value chain perspective by using the partner
network as suppliers and customers as consumers.
The BMC meta-model organizes and relates its elements by using the value chain
approach. However, if we define other relationships between the elements by using
a Service Dominant perspective, we will be able to relate them in a di↵erent way.
Moreover, due the inclusion of an extended value chain as a value network considered
as an ingredient of the construction of the business model canvas, we think that we
can use the defined elements that fit a Service Dominant perspective and discard the
goods dominant approaches in its representation.
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2.3.2
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Network-centric approaches

In network-centric approaches to business models, scholars have been setting directions on how to approach this perspective. As suggested in [167], a focal organization
is no longer a passive actor, but cooperates with other firms and actors in a networkbased ecosystem.
In Table 2.7, we present definitions from the literature in which a network focus
on business models is explicitly stated.
Author
Gordijn
&
Akkermans [55]
Shafer et al.
[138]

Year
2001

Haaker et al.
[61]
Tian et al. [149]

2006

2005

2008

Zott & Amitt
[167]

2009

Palo & Tahtinen
[122]

2011

Definition
“Are designed to help define how economic value is created and exchanged within a network of actors”
“A representation of a firm’s underlying core logic and
strategic choices for creating and capturing value” within
a value network
“A blueprint collaborative e↵ort of multiple companies
to o↵er a joint proposition to their consumers”
“The roles and relationships of a company, its customers,
partners, and suppliers, as well as the flow of goods, information, and money among these parties and the financial benefits for those involved”
“A firm’s business model depicts the content (goods and
information exchanged), structure (players and how they
are linked), and governance of the transaction of the firm
in relation to the networks in which is embedded (including the control of information, resources, and goods, as
well how the value is shared).”
“A network perspective on business models for emerging
technology-based services”

Table 2.7: Selected Network-centric Business Model Definitions

From the works in the literature presented in Table 2.7, we found that e3Value [55]
and BEAM [149] include a graphical representation. We found that these are tools that
focus only on ecosystem modeling and analysis by focusing on value exchange. We
describe e3value and BEAM as follows:
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e3value: In Figure 2.10, we show a simple example of an e3value model [54]. As
presented in the figure, e3Value models the exchange of value though value ports.
However, the model is more focused on determining the feasibility of the business
model by paying attention to the exchange. This calculation is done by analyzing the
cash flow of the value exchanged.

Figure 2.10: Simple example of e3value [161]

As shown in Figure 2.11, e3value o↵ers the possibility of including activities of
the actors in the value network represented as rounded rectangles. However, one of
the major issues concerning e3value is the complexity of modeling the business. As
shown in Figure 2.11, the user of the tool is required to set complex operations such
as “OR join” or “OR fork.” We think that this level of complexity is not suitable for
conducting workshops with business practitioners.

Figure 2.11: e3value business model [56]
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BEAM: In Figure 2.12, we show the service ecosystem representation of BEAM
[149]. Exchanges between the actors of the ecosystem in BEAM are represented by arrows. However, there is no description of what is represented in the Figure and there
is no related meta-model with an illustration of the service ecosystem. Moreover,
there are no clear guidelines on how to use the tool.

Figure 2.12: Service Ecosystem representation [149]

The current approaches to network-centric business models o↵er a focus on value
exchange in a value network by using modeling tools such as the connections of nodes
by arrows. However, they lack the simplicity and structure needed for adoption by
business practitioners. Moreover, current approaches to business models are limited
to network-focused exchange and they do not include other aspects from a Service
Dominant strategy such as a focus on the value-in-use and the role of the customer as
a co-creator of value.
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Related Work on Service Dominant Business Models

The business model concept in Service Science has acknowledged the shift in the division of labor, from being a division within the firm, towards being a division between
firms [44]. By reviewing the recent literature on business models in Service Science,
we found two works matching the business model word in the title. The business
model definitions presented in these works are shown in Table 2.8.
Author
Nenonen
&
Storbacka [111]

Year
2010

Smedlund [141]

2012

Definition
The business model framework contains three types of
components: design principles, resources and capabilities
The capability-based value co-creation model describes
all the actors involved in the service that contribute in
one way or another to the creation of value.

Table 2.8: Selected Business Model Definitions

Business Model Framework: In the approach of Nenonen & Storbacka [111], the
authors define the business model as a two dimensional matrix as shown in Figure
2.13.
However, that approach does not seem to reflect the aspects of the Service Dominant strategy such as value co-creation, focus on activities, value-in-use, and a network focus. The only aspect that we found within the text is a network focus, but this
is not reflected in the definition. Moreover, the tool does not seem appropriate for designing business models, because the authors do not include any practical examples
on how to use the tool for designing business models.

Figure 2.13: Business Model Framework [111]
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Value Co-creation Model: Smedlund’s approach [141] to business models focuses
on value co-creation and identifies the platform (also known as multi-sided networks)
as a fundamental aspect of business models in Service Science.
As shown in Figure 2.14, the value co-creation model provides a way to analyze
value co-creation as an integration between the capabilities of suppliers and customers. However, the model lacks a practical approach towards designing business
models as a management tool.

Figure 2.14: Value co-creation model[141]

2.3.4

Conclusions on Business Models works

In view of our analysis of the reviewed business model approaches, we can conclude
the following:
1. The BMC is a widely adopted business model representation by practitioners
focused on the firm. The visual representation and the meta-model of the BMC
provides a value chain perspective rather a network-centric one. However, The
nine elements that define the business model can be useful for deriving a Service
Dominant perspective due to the inclusion of the value network in the construction process of the BMC.
2. The BMC includes a network of partners. However, the customers are not part of
this network. In the BMC, the partners are the suppliers and the customers are
the consumers. However, the network aspects of the BMC can be enhanced with
the Service Dominant Strategy by developing a new meta-model that establishes
the required missing relationships for co-creating value.
3. In building our own Service Dominant Business Model artifact, we used the
BMC as the standard of what is a business model. However, we filtered out the
elements that do not follow a Service Dominant Strategy, and derived a service
33
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dominant perspective on the business model elements that can be projected by
using a Service Dominant strategy.
4. Current network centric approaches to business models are limited to exploring
the value network. However, there are no clear relations with the concepts established in firm-centric approaches such as value propositions. Moreover, the
network-centric approaches fail to include the role of the firm in the business
model.
5. The construction process as a Business Model Ontology is a proven method for
developing management tools.
6. Current approaches to business models in Service Science do not provide management tools focused for designing them.
7. A business model conceptualization in Service Science should focus on the value
network. However, we need to include what is the role of the firm in the value
network to overcome the issues in the network-centric approaches.
8. A Service Dominant business model conceptualization should be able to model
the platform that is defined as a two-sided market between suppliers and customers.
9. Firm-centric approaches to business models study value creation and appropriation. However, the Service Dominant Strategy is focused on value co-creation.
Thus, to reframe the business model by using the Service Dominant strategy, we
need to focus on value co-creation and value sharing.

2.4

Related Work on Integrated Layers

In this section, we review the literature on business design approaches comparable to
our framework. These approaches are works that include multiple levels of designing a business: strategy, business models, processes or compositions, and services.
We take these generic layers instead of the specific layers of our framework to facilitate the comparison with other approaches. In Table 2.9, we present frameworks that
address three or more generic layers: strategy, business models, compositions or processes, and services. On each generic layer, we evaluate whether the layer has been
Identified by the authors, whether it has been Developed by the authors, and whether
it has been Integrated as an element from other authors.
Author

Strategy
Identified
Identified

Business
Model
Developed
Developed

Composition Services
or process
Identified
Absent
Identified
Absent

Al-Debei [5], [6]
Osterwalder & Pigneur
[119]
Sanz et al. [134] (IBM)
De Castro et al. [41], [42]

Integrated
Absent

Absent
Integrated

Developed
Developed

Developed
Developed

Table 2.9: Comparable approaches form the literature with layers of our framework

We describe the analyzed frameworks in Table 2.9 as follows:
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2.4.1

35

Business-IS Alignment (Al-Debei)

Al-Debei [6] conceptualizes the business model as a framework and identifies three
connected layers: Strategy, Business Models and Business Process.

Figure 2.15: Value [6]

As shown in Figure 2.15, Al-Debei defines the business model as the four value
dimensions: Value Proposition, Value Architecture, Value Network and Value Finance
[6]. These dimensions are described in Table 2.10
Value dimensions
Value Proposition

Value Architecture

Value Network
Value Finance

Description
“A way that demonstrates the business logic of creating
value for customers and/or to each party involved through
o↵ering products and services that satisfy the needs of
their target segments.”
“An architecture for the organization including its technological architecture and organizational infrastructure that
allows the provisioning of products and services in addition to information flows.”
“A way in which an organization enables transactions
through coordination and collaboration among parties
and multiple companies.”
“A way in which organizations manage issues related to
costing, pricing, and revenue breakdown to sustain and
improve its creation of revenue.”

Table 2.10: Four value dimensions (as described in [6])
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Strategy(

Business(Model(

Business(Process(
Figure 2.16: Relationship between Strategy, Business Models and Business Process (Adapted from [5])

As shown in Figure 2.16, Al-Debei identifies the transitions between the strategy
and business models, and, business models and business processes. These transitions
are described as in Table 2.11.
Transition
From strategy to
business model

From
business
model to business
processes

Description
“The business organization translates its broad strategy
into more specific business architectural and financial arrangements needed in order to achieve the strategic goals
and objectives of the business. Moreover, the business
model in the first intersection point is dependent on and
derived from the business” [5].
“The business model acts as the base system from which
the detailed operational business process model should be
derived” [5].
Table 2.11: Layer Transitions

2.4.2

Business Logic (Osterwalder)

Osterwalder focuses his work on business models. However, he identified a connection between the Business Model concept and the Strategy and Business Processes. He
argues that the logic of a business system for creating value lies behind the processes
[119]. As shown in Figure 2.17, he positions the business model concept between the
layers of the strategy and of the business process. Prior to the publication of his PhD
thesis, his preliminary understanding of a business model was the following: “we understand a business model as the conceptual and architectural implementation of a
business strategy and as the foundation for the implementation of business processes”
[119].
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Figure 2.17: Business Logic triangle [119]

As presented in Section 2.3, the BMC is placed between the firm and the network.
However, if we take a closer look at the network aspects, we can establish a relationship with business processes. In his PhD dissertation, he argues the following: “By
increasing the granularity of description of Value configuration, the partnerships and
capabilities it would be possible to close the gap between Business strategy and business processes.”

2.4.3

CBM to Business Services (Sanz et al.)

Sanz et al. are able to integrate the strategy layer with business services and business processes. However, they did not find an explicit identification of the layers as
a model. Sanz et al. [134] identified the componentization of the business level elements into Business Services and its relationship with business processes and strategy.
The Component Business Model (CBM) is being positioned by IBM as a Strategic
tool [71]. As stated by IBM’s Institute for Business Value: “CBM allows firms to evaluate the goals and strategy of the entire enterprise to take simultaneous advantage of
internal and external specialization” [71]. CBM “is an industry modeling approach
for addressing business strategy and analysis, i.e., it is used to examine and analyze a
business. CBM views an enterprise as a set of non-overlapping business components
in order to identify opportunities for innovation and improvement” [134].

Figure 2.18: IBM Component Business Model
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As shown in Figure 2.18, the CBM uses a two axis matrix for organizing the components of an enterprise by competency and accountability levels. Along the horizontal axis, the components are categorized as a set of business competence categories:
manage, design, buy, make, and sell. Along the vertical axis, the components are
categorized by the level of strategic decisions: direct, control, and execute.

Figure 2.19: IBM Component Business Model as a network [135]

In Figure 2.19, we show IBM’s approach to illustrating a business ecosystem in a
Component Business Model. Sanz et al. point out that a service-based representation
of this business ecosystem enables the choreography of selected nodes as a business
process.

Figure 2.20: IBM’s Service Editor [135]
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The identified components from the CBM are catalogued into a software tool as
business services [134]. As shown in Figure 2.20, a software tool facilitates the management of business services and business processes. The relationship on between
these two levels is established by defining business processes as a choreography of
business services [135]. Moreover, the tool can be used for defining a process by using
individual Business Services.

2.4.4

SOD-M (De Castro et al.)

The Service Oriented Development Method (SOD-M) is a software services development approach that integrates the following layers: business model, service compositions as processes, and business services [42].

Figure 2.21: SOD-M [42]

In Figure 2.21, we show the SOD-M development process. The method uses the
existing e3value business model method and process models for defining the Business
Services. Then, the Business Services are composed by using Use Cases [42]. However,
the method is more focused on the implementation from Business Services to Software
Services for achieving an alignment between the business view and the information
system view.
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In Figure 2.22, we show how the value exchange approach in e3value helps in the
identification of the elements related to a business process.

Figure 2.22: SOD-M [42]

As shown in Figure 2.22, the business services and business tasks are associated
with activities within a business process. The actors of e3value such as end consumer
and business collaborators are assigned to the swim-lanes of the represented business
process.
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2.4.5

Conclusions on Integrated Approaches

In Figure 2.23, we illustrate the findings on the related works. Currently, there are
no frameworks that integrate the four aspects into one working method for business
design.
Sanz et al. (2007)

Strategy

Business Processes
as a composition

Osterwalder(2002)
Al-debei (2010)

De Castro et al. (2009)

Strategy

Business Models

Business Models

Business Processes

Composition

Business Services

Business Services

Figure 2.23: Related works on integrated layers

From our review of integrated layers, we learned the following:
1. Business Services can be integrated in Business Services Compositions as Business Processes.
2. Business Services can be derived from Strategy as IBM’s CBM. However, the
business model is missing in this particular integration.
3. Current approaches are built by taking a Service Oriented approach to defining
the enterprise as components that can be integrated. However, there are no integrated approaches for designing businesses that are built with a special focus
on Service Dominant Strategy driven by a Service Dominant Logic.
4. Current composition approaches are Service Oriented rather than Service Dominant. This is explained due their focus just on services as the components, rather
than on composition as the service for the customer and with the customer.
5. A Business framework can be defined as four layers: strategy, business models,
business processes as a service composition and business services.
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Business Model Research

Service-Oriented Research

Strategy

S-BM
Business Model

S-BS

BM-BP
Business Process /
Service Composition

BS-SC

Business
Services
Figure 2.24: Related works on integrated layers

In Figure 2.24, we illustrate our findings from the analyzed integrated frameworks
for strategy, business, models, business service compositions, and business services,
by categorizing them between frameworks developed by business model researchers
(Sections 2.4.2 and 2.4.1) and by representing our findings within the rectangle on the
right, and Service Oriented researchers (Sections 2.4.3 and 2.4.4) and representing our
findings within the rectangle on the left.
From the frameworks developed by the Business Model researchers [5] , [119],
scholars have argued that business models can be developed by using the strategy
(represented with an arrow labeled as S-BM in Figure 2.24) and its operationalization
is achieved by defining business processes (represented with an arrow labeled as BMBP in Figure 2.24).
From the frameworks developed by Service Oriented researches [134], [41], scholars have argued that strategy can define a set of business components that can be
translated into a set of business services represented within a business service catalogue (represented with an arrow labeled by S-BS in Figure 2.24) and these business
services can be composed as a business process represented with an arrow labeled by
BS-SC in Figure 2.24).
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Conclusions

In this chapter, we analyzed the related work on strategy, business models, and integrated frameworks. We did not review the literature on business services and business
service compositions, because it was included in the construction of the artifacts from
these layers as presented in Chapter 6.
On strategy, there are few works regarding the definition of a Service Dominant
Strategy. Due their strong academic focus, these works can be used as a theoretical
foundation for defining a management tool for designing a Service Dominant Strategy.
On Business Models, there are few approaches to defining a Service Dominant perspective for the concept. However, they do not integrate a Service Dominant Strategy
into the construction process. Currently, the BMC is the most advanced tool for designing business models, but it is focused on a firm perspective on the value chain
and lacks the perspective of the Service Dominant Strategy. We can use the elements
defined in the BMC for deriving a Service Dominant perspective on the concept and
focus the tool towards the role of the firm within the network rather its role within
the value chain.
On Integrated frameworks, we reviewed research works that integrate two or more
aspects on strategy, business models, compositions and services. We found that currently there are no approaches that develop and integrate the four layers defined in
our framework. However, we can use the directions set in the reviewed works for
developing the layers of our own framework.
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Chapter 3

The Service-Dominant Business
Framework: Bridging the
Approaches of Marketing and of
Information Systems to the
Concept of Service
Service Science is a multidisciplinary field for fostering service innovation, involving academics and practitioners from di↵erent backgrounds. This interdisciplinary
approach to the concept of service requires connecting di↵erent research areas for the
advancement of the field. In Chapter 2, we reviewed the literature on frameworks
that integrate di↵erent aspects of business design. Frameworks in the literature have
been developed by defining distinct but related concepts: strategy, business models and business processes. However, these frameworks were developed by using a
Goods-Dominant mindset, mostly driven by traditional strategic approaches.
In this chapter, taking into account our findings on related research and the multidisciplinary approach of Service Science, we introduce our framework for the design
of businesses by adopting a Service-Dominant mindset.
We further develop the strategy, business models, and business processes with a
separation of concerns defined as layers [116]. We extend these layers with a bottom
layer, i.e. Business Services. In other words, Business Service Compositions become a
bridge between the Service-Dominant mindset defined in the marketing and management literature and the service orientation defined in the literature about information
systems design and development.
As outlined in the Introduction, we use the framework defined in this chapter
to anchor the contribution of this dissertation to the appropriate layer of ServiceDominant Business Design.
This chapter is structured as follows: In Section 3.1, we introduce how we integrate the di↵erent perspectives found in the literature into a coherent framework. In
Section 3.2, we present the strategic and tactical approaches within the layers of our
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framework. In Section 3.3, we explain the Service-Design approach. Finally, we end
this chapter by drawing some conclusions.

3.1

Introduction

Service-Dominant Business Design is a novel approach for designing a solutioncentred business focused on value for the customer and collaboration with the customer and other business actors. This approach combines a marketing perspective
on Service that is focused on the customer’s problems defined as a solution, and the
service perspective from Information Systems that uses the term for defining business
and software components.
The multidisciplinary approach to the concept of service to be taken here is
aligned with Service Science, which asks for such an integrated perspective. In the
development of our framework, we integrated two emerging approaches in Service
Science: the Service-Dominant Logic from the field of Marketing and the ServiceOriented Business from Information the field of Information Systems.
An illustration of the integrated perspectives in our approach is shown in Figure
3.1.

S-D

Strategy

Service-Dominant

S-D

Business
Model

Business
Service
Composition

Service-Oriented

Business
Services

Figure 3.1: Service-Dominant Business as an integration of Service-Dominant and Service-Oriented approaches

Each of the four layers are described as follows [59], [86], [84]:
Service-Dominant Strategy: This layer set the strategic directions of doing business
by applying the Service-Dominant Logic at the strategic level. It contains decision
making with respect to a long-term business strategy, i.e., it defines the identity of
a focal organization in terms of the value-in-use co-created with the customer, the
service ecosystem by defining the role of the focal organization within it, the highlevel services, and the partners that co-create with the focal organization.
Service-Dominant Business Model: This layer sets the tactical decisions on the
business models developed under the defined Service-Dominant Strategy. It contains
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the tactical design regarding what the focal organization co-creates with other business actors and how it shares with them the costs and the benefits of the business
model.
Business Service Composition: This layer bridges the Service-Dominant Logic and
Service-Oriented perspectives on Service by putting a focus on the customer during
the composition of business services. This customer focus is driven by the ServiceDominant Business Model and the Service-Oriented perspective is driven by the Business Services on the bottom layer.
Business Services: This layer contains the business services that can be composed
for solving the customer’s problem.

3.2

Strategic and Tactical Cycles for business design
and evolution

A long-term strategy is the basis for the design of the set of elementary business services in the bottom layer the strategic business design. As these elementary business
services are based on the core capabilities of an organization (and hence on its infrastructure in human and non-human resources), they should evolve based on the
organizational identity of the focal organization defined in the strategy [59].
The design of new business models and their service compositions should follow
the dynamism of changes in the market. These business models are based both on
the strategy (top-down decision making) and on the possibilities of business services
(bottom-up decision making). In other words: new business models are designed by
matching business interests and relevance (we call this desirability) on the one hand
with practical business possibilities (we call this feasibility) on the other hand. This
means that a common ground has to be found between what an organization wants to
achieve and what it actually can achieve. Focusing too much on desirability can lead
to designing unfeasible business designs. Focusing too much on feasibility can lead to
sub-optimal performance in the market, leading to low revenues. Business feasibility
can be greatly increased by including the business services o↵ered by external parties,
leading to new business models enabled by business service compositions [59].
As presented in [59], we can represent two decoupled business design cycles (illustrated in Figure 3.2): a strategic design cycle going through the business strategy
and the business service layers, and a tactical design cycle going through the business model and the Business Service composition layers. The two design cycles are
synchronized by two confrontation points: a confrontation of goals (GC in Figure
fig:sdbd-cycles) between the business strategy and the business models (about the
what of business), and a confrontation of means (MC in Figurefig:sdbd-cycles) between the service compositions and the business services (about the how of business).
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S-D
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Strategy Design
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Tactical
C
Design
S-D
Business Model
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M
C

Evolutionary Strategic
Business
Alignment

Services

Figure 3.2: Strategic and Tactical Cycles for design and evolution (Adapted from [59])

3.3

Service-Dominant Business Design

In Figure 3.3, we present the Service-Dominant Business Design process. This process works by using the final versions of the artifacts developed for each layer of
our framework: the Service-Dominant Strategy Canvas developed in Chapter 4; the
Service-Dominant Business Model Radar developed in Chapter 5; the Business Service Composition Blueprint defined by the literature review presented in Section 6.2,
and the Business Service Catalogue defined by the literature review presented in Section 6.1.
Service-Dominant Strategy Canvas: This management tool helps business users set
the strategic directions on how to do business by using a Service-Dominant mindset.
Service-Dominant Strategy Business Model Radar: This management tool helps
business practitioners design business models focusing on the concepts of a business
ecosystem and value network. It defines how the actors in the business ecosystem participate in value co-creation and the cost–benefits distribution within the ecosystem.
Business Services Catalogue: This tool enables the classification of specified business services as a catalogue. The focal organization can use it for managing the business services identified at the strategic level.
Business Service Composition Blueprint: This tool sets the composition as the
value-in-use defined in the terms of the customer by using the business services
defined in the business catalogue.
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Business
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Figure 3.3: Service-Dominant Business Design Framework

As shown in Figure 3.3, our Service-Dominant Business Design process is defined
by four steps. Note that the objective of this chapter is to give an overview of our
Service-Dominant Business Design. More details about each step are presented in
Chapters 5 and 6 while describing the mappings between the artifacts produced at
di↵erent levels of our framework. Eventually, a case study of the application of our
design framework at CarLease is presented in Chapter 7.
Step 1: The Service-Dominant Strategy Canvas is used to define the strategy of the
focal company as value-in-use, service ecosystems, and collaboration management.
The Value-in-use sets the co-creation goals with potential customers and the service
ecosystem defines the set of possible partners to achieve the selected goals. The identified services within the Service-Dominant Strategy Canvas are specified within the
Business Service Catalogue blueprint. Note that, at this stage, the Business Service
Compositions (processes) required to operationalize the business are not yet defined.
Step 2: Concrete Value Co-creation proposals from the directions set at the strategic
level are further developed by using the Service-Dominant Business Model Radar.
This step leads to the definition of a set of business models required to execute the
strategic directions set in Step 1.
Step 3: Concrete costs, benefits and co-creation activities towards the customers
identified in the business models are used to define a set of Customer-focused Business Service Compositions. Business Service Compositions are required to operationalize the business models defined in Step 2.
Step 4: The Business Services from the Business Service Catalogue that enable the
operationalization from the firm’s perspective of the value-in-use with the customer
within the identified Business Service Composition from the Business Model. The
matching Business Services are selected from the Business Service Catalogue and then
incorporated in the Business Service Blueprint.
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Conclusions

Service is a central concept in Service Science that requires a multidisciplinary perspective for its adoption in the enterprise at di↵erent levels.
In Service Science, a Service-Dominant Logic is the new mindset for doing business in a service driven economy. However there are few management tools that support its adoption in the enterprise. Nevertheless, to operationalize this mindset, a
connection to the Service aspects from Information Systems scholars is required.
In this chapter, we presented the Service-Dominant Business Design framework
as a business design process supported by a set of tools for formulating and communicating a Service-Dominant Strategy, designing Business Models, and, specifying
Business Service Compositions and Business Services.
In Chapter 4, we will start the construction of the tools for designing a ServiceDominant Business at the strategic level: the Service-Dominant Strategy.
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Chapter 4

The Service-Dominant Strategy
Companies basing their business on assets are facing pressure to shift their business towards a service orientation. This shift requires the adoption of new strategies
for doing business. However, current strategic management tools are based on the
manufacturing driven paradigm, rather than the service driven paradigm. As an answer to this issue, marketing scholars have been the first academics to conceptualize
these changes under a new mindset: the Service-Dominant Logic. Nevertheless, this
new mindset is difficult to communicate and adopt by business managers and executives. In this chapter, we use Action Design Research to develop a strategic tool for
designing and communicating a Service-Dominant Strategy. The development process of this tool is driven by theory and shaped jointly with business practitioners.
We contribute to service research by defining a Service-Dominant Strategy as a perspective driven by the Service-Dominant Logic and as a position that companies can
take in the market by adopting this perspective.

4.1

Introduction

The shift from Goods-Dominant to Service-Dominant business has been in process
since the early 1990s as the manufacturers’ role of producing and selling products
within the value chain has become less profitable [162]. This transition has also been
triggered by changes in customer demand. Customers require full-fledged solutions
for their needs, forcing companies to innovate towards service orientation as a survival strategy for their business. One example is Xerox, which shifted from producing and selling copy machines to providing complete document management systems
solutions [108].
During the manufacturing era, companies were required to think about how to
produce, promote, and sell products at a determined price and at a particular place.
This manufacturing driven conceptualization of the market is present in the foundations of marketing, such as in McCarthy’s 4Ps (Price, Product, Place and Promotion)
[101]. However, this traditional approach is not enough for today’s economy, which
requires a broader perspective on the market.
Marketing scholars distinguish nowadays between a traditional and a new mindset: the Goods-Dominant Logic and the Service-Dominant Logic [64]. The traditional mindset, Goods-Dominant Logic, focuses on the product and the manufacturer’s value chain. The new mindset, Service-Dominant Logic, focuses on the value
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network and establishes the role of the product as a mechanism for service provision.
In other words, value is not created by selling the product, but by the service delivered
through the product.
Most academics and practitioners are still working within the manufacturing
paradigm rather than the service paradigm [142]. The first step for a company to drive
the change towards service dominance is the formulation of a (Service-Dominant)
strategy. In this paper, we discuss the development and use of a management tool
for the formulation and communication of Service-Dominant strategies. To the best
of our knowledge, our work represents the first e↵ort to translate the principles of
the Service-Dominant business logic into a concrete tool for strategy formulation and
communication to be used by practitioners.
For the research presented in this chapter, we worked with AssetFin and their
car-leasing subsidiary, CarLease. In particular, we discuss the development of a management tool for supporting the company’s executives in a strategy shift from the
Goods-Dominant Logic, based on leasing vehicles, towards a Service-Dominant logic,
based on providing of complete mobility solutions to customers[85].
In this research, we want to achieve the dual goal of creating academic knowledge and solving practitioners’ problems by developing a novel artifact. Design Science Research (DSR) is a research method for developing artifacts. However, in DSR,
the involvement of end-users occurs only when the artifact is already fully developed [65]. User involvement is critical for the development of an artifact that aims
to impact an organization. Action Research (AR) [39] is an iterative research method
that combines theory and practice, in which researchers intervene in the real world
both to solve practitioners’ problems and to gain scientific knowledge [13]. AR always
involves user participation in the creation of the artifact, while in DSR users may be
assumed by the researcher [125]. Action Design Research (ADR) [137] has emerged
as a research method combining AR and DSR clearly focusing on artifact development, while keeping in consideration users’ participation and feedback during the
experimentation with di↵erent versions of the artifact.
Specifically, ADR considers the artifact development and organizational impact
at the same level. In ADR, artifacts are shaped by the organizational context during
development and use. Moreover, the artifact development, intervention in the organization, and evaluation of the artifact are concurrent processes [137]. As such, we
have chosen ADR as the best suitable research method to fulfil the objectives of our
research. In ADR, the artifact development requires researchers and practitioners to
team up. In our research, we team up with managers of AssetFin, whereas the users
are the executives of CarLease.
This chapter is structured as follows: in Section 4.2, we formulate the problem
from the organizational context point of view. In Section 4.3 we analyze the ServiceDominant approaches to business strategy, in order to build a theory-ingrained artifact for formulating and communicating a Service-Dominant Strategy. In Section 4.4,
we use this ingrained theory to present a preliminary version of the artifact that focuses strongly on theory. In Section 4.5, we adapt our artifact to the organizational
context by presenting a version of the artifact that is more suitable for users. In Section 4.6, we discuss the lesson learned during the development and testing of the
artifact. Eventually, we draw our conclusions in Section 4.7.
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Defining our practice-inspired research

In Stage 1 of ADR, we diagnose the business needs of the organization for changing
their strategic focus from Goods-Dominant towards Service-Dominant. Within AssetFin, we identified Global R&D as the main stakeholder to play an active part in the
research. Academic researchers and representatives of AssetFin’s Global R&D formed
the ADR team. Based on discussions, interviews, and market analysis, we traced the
problem currently faced by AssetFin as that of changing from the current asset-based
business model towards service-based ones.
We observed that the current vendor finance business model makes its profit on
the asset lifecycle, with a high dependency on vendor partners. However, vendor
partners are changing from o↵ering assets to delivering a solution to the customer. For
instance, a long term vendor partner that manufactures and sells printing hardware
has been shifting towards the provisioning of document solutions. These changes
in the value propositions of the vendor partners could disrupt the current vendor
finance business model of the company, which is driven by an asset-based strategy.
The vendor partners may in fact be pushed to disregard their relationship with the
asset-based financing partners, seeking alternative ways to finance the provisioning
of their service experience, which is being o↵ered to customers. To maintain and
possibly extend their current business, asset-based financing companies are required
to switch from being simple financial partners, to new business models, where the
services o↵ered by vendor partners contribute to the co-creation of more complex
services o↵ered directly to customers. In other words, they require a shift from a
Goods-Dominant logic, i.e., financing the purchase of goods for vendor partners, to
a Service-Dominant Logic, i.e., becoming a service provider able to integrate vendor
partners’ solutions.
After joint discussions with di↵erent business units of AssetFin and after having
evaluated the current operations within AssetFin’s Global R&D, the research team
concluded that the development of new business should start at the strategic level.
Moreover, strategy should refer to new service-based mindsets, shifting away from
the traditional asset-based manufacturing way of thinking. This shift will lead to the
formulation of a Service-Dominant strategy, allowing the organization to deal with
the new value propositions of its partners.
Problem

Description

Asset-based dominant trap

There is resistance to new ways of
thinking. This resistance is driven by
the current dominant mindset of the
organization based on their strong asset focus

Lack of a service-based mindset

There is no clear understanding of
strategy for the service domain
There is a need to formulate a strategy
for the service domain

Strategic shift towards service

Table 4.1: Problems within the organization regarding a service mindset

In Table 4.1, we identify the typical business practitioner’s problems regarding the
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adoption of a service-based mindset [87]. Choosing new strategic directions derived
from a new dominant logic is challenging, because we must overcome the current
mindset and mental models of managers and executives. Firstly we need to overcome
an asset dominant constraint in business. This asset dominant thinking is driven by
the traditional Goods-Dominant Logic that is focused on the product and the value
chain, where services just add value to the product at the end of the value chain. Furthermore, the collective wisdom of a company prevents the adoption of new ways of
doing business [22]. This phenomenon is known in the literature as the “dominant
logic trap” [33]. Secondly, we need to communicate the service-based mindset to the
organization to understand the new ways of doing business. Finally, the understanding of the strategy is not enough, since the organization should be able to formulate
strategies based on this new way of thinking independently.
We therefore formulated the following research question: How can we facilitate
the formulation and communication of a Service-Dominant Strategy? We give an answer to this question by developing an artifact to design and communicate ServiceDominant strategies.
In Section 4.3, we analyze the related work on Service-Dominant approaches. This
analysis is needed to capture the theory that ingrains the artifact development. This
artifact development is led by researchers for the sake of achieving a common understanding with business practitioners about Service-Dominant strategy.

54

4.3. ANALYSIS OF THE STRATEGIC PERSPECTIVES OF THE S-D LOGIC

4.3

55

Analysis of the strategic perspectives of the ServiceDominant Logic

In this section, we analyze the three presented research works in Section 2.2 about the
Service-Dominant Logic at the strategic level: “Competing Through Service” [154],
“Service-Dominant Orientation” [73], [74], and “Service-Dominant Strategy” [72].
These research works will be used as the theoretical foundations for our artifact development and will be discussed in the remainder of this section.
In “Competing Through Service” [154], the strategy for helping companies to
achieve a competitive advantage is formulated through a set of strategic statements.
We take these statements from the paper and present them in Table 4.2.
Service-Dominant Strategy Statements (SS)
SS1: “Competitive advantage is a function of how one firm applies its operant
resources to meet the needs of the customer relative to how another firm applies
its operant resources.”
SS2: “Collaborative competence is a primary determinant of a firms acquiring the
knowledge for competitive advantage.”
SS3: “The continued ascendance of information technology with associated decrease in communication and computation costs, provides firms opportunities for
increased competitive advantage through innovative collaboration.”
SS4: “Firms gain competitive advantage by engaging customers and value network
partners in co-creation and co-production activities.”
SS5: “Understanding how the customer uniquely integrates and experiences
service-related resources (both private and public) is a source of competitive advantage through innovation.”
SS6: “Providing service co-production opportunities and resources consistent with
the customer’s desire level of involvement leads to improve competitive advantage
through enhanced customer experience.”
SS7: “Firms can compete more e↵ectively through the adoption of collaboratively
developed, risk-based pricing value propositions. Appropriately shifting the economic risk of either firm or customer through co-created value propositions increase competitive advantage.”
SS8: “The value network member that is the prime integrator is in a stronger competitive position.” “The retailer is generally in the best position to become prime
integrator.”
SS9: “Firms that treat their employees as operant resources will be able to develop
more innovative knowledge and skills and thus gain competitive advantage.”
Table 4.2: Service-Dominant Strategy Statements from [95], [74]
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Service-Dominant Strategy Statements (SS)
SS10: “Individuated interaction with an emphasis on understanding individual customers”
SS11: “Relational interaction with an emphasis on supporting the connecting
social and emotional links”
SS12: “Ethical interaction with an emphasis on supporting fair and non opportunistic exchanges”
SS13: “Empowered interaction with an emphasis on enabling customers to
shape the nature and/or content or exchange”
SS14: “Developmental interaction with an emphasis on supporting customers
own knowledge and competence development”
SS15: “Concerted interaction with an emphasis on supporting coordinated
and integrated service processes toward customers.”
Table 4.3: Service-Dominant Strategy Statements from [73], [74]

In “Service-Dominant Orientation,” the author identifies strategy as interactions
between organizations and customers [73], [74]. The strategic statements from this
strategic approach are presented in Table 4.3.
Service-Dominant Strategy Statements (SS)
SS16: Flexible organizational boundaries in which collaboration is encouraged by minimizing the barriers for building large networks of individuals
and organizations across boundaries
SS17: Networked resource integration by forming and maintaining strategic
partnerships that require the integration of resources among all the actors
involved
SS18: Value with end customers in which the company and customers codevelop o↵erings
SS19: Focus on value creating with the objective of mutual benefits
SS20: A dialog between the company and the market, where the innovation
meets demand
SS21: Market and customer knowledge is shared and applied across the entire
organization, rather than a dedicated market function
SS22: Holistic o↵erings that are part of the usage context, where actors codevelop o↵erings and co-create value
Table 4.4: Service-Dominant Strategy Statements from [72]

In “Service-Dominant Strategy,” In that research paper, the strategy is presented
as Goods-Dominant versus Service-Dominant logics. The strategic statements can
not be extracted literally, because they are presented as a comparison between the
two logics, e.g., “rigid versus flexible organizational boundaries.” We develop a set
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of Service-Dominant strategic statements by extracting the Service-Dominant side of
each sentence with the corresponding description within the document. The obtained
statements are presented in Table 4.4.
The three sets of strategic statements complement each other. Firstly, the strategic statements presented in Table 4.2 are mainly focused on the competences needed
by the company to succeed in the market by adopting the Service-Dominant Logic.
Secondly, the strategic statements presented in Table 4.3 complement the first set by
focusing on di↵erent types of interactions that companies should support in order
to develop a Service-Dominant strategic orientation. Finally, the strategic statements
presented in Table 4.4 increase the practical relevance of the previous theory driven
statements by including strategic statements used by business practitioners within an
Action Research setting.

4.4

Artifact Ingraining Theory: From Traditional Approaches to the Service-Dominant Logic at the Strategic Level

We start the development of our research driven artifact based on theory. The goal is
to communicate to the practitioners of the ADR team the perspective of doing business by using the Service-Dominant Logic at the strategic level. The communication
of the Service-Dominant Strategy to practitioners is the first organizational intervention.
There are di↵erent approaches to strategy formulation. Mintzberg identifies the
five Ps of strategy, where the strategy can be seen as a plan, a ploy, a perspective, a pattern, or a position [105]. In our work, we focus on the perspective and position views
of a strategy. These two views, in fact, are able to drive the design of a tool to formulate and communicate a strategy. We argue that the plan, ploy, and pattern views of
strategy will be captured by the output from using our tool in a given organizational
context and, therefore, should be used to design the tool itself.
From an academic standpoint, strategy as a perspective is the approach that we
take in the development of the Alpha version of our artifact. A perspective captures
the way a strategist perceives the world and the role of the focal company within it.
This view is usually developed within the grounds of a Dominant Logic [129], which
should be the driver of strategy formulation. In this section, we develop an artifact
to formulate a Service-Dominant strategy as a perspective to overcome the Dominant
Logic trap.
This section is structured as follows: In Section 4.4.1, we establish a bridge between the traditional and the Service-Dominant strategic perspectives, in order to
define our approach. In Section 4.4.2, we use this conceptual bridge to identify the
elements of the Service-Dominant Strategy from the strategic statements identified in
Section 4.3. In Section 4.4.3 we homogenize the identified elements in order to avoid
repetitions among them due to the use of di↵erent sources. In Section 4.4.4 we use
the homogenized elements for building our preliminary artifact: the Alpha version.
In Section 4.4.5 we relate our building process with the intervention and evaluation
aspects of Stage 2 and the reflection and learning aspects of Stage 3.
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4.4.1

Bridging the Traditional and Service-Dominant Strategic Perspectives

The dominant logic trap can be overcome by defining a Service-Dominant strategy
using the traditional strategic approaches reviewed in Section 2.2). In Figure 4.1,
we illustrate our approach, i.e., the funnel visualization of the Dominant Logic [22].
Elements related to traditional approaches to strategy are used to create a bridge between the current strategic mindset of a company and the Service-Dominant mindset.
This bridge will let the Service-Dominant Strategy perspective pervade the current
mindset of the organization. As we will explain in the remainder of this section, we
consider the traditional elements BR (Business resources), BC (business competences)
and MR (market relationships).

BR

Service dominant
business concepts

BC
MR

Service dominant strategy through
traditional strategic lens
Figure 4.1: Dominant logic bridge

The establishment of the projection relationship between the traditional approaches to strategy and the Service-Dominant logic is explained as follows:
Industry-based Strategy and Strategic Statements: We did not find a projection relationship between the Service-Dominant strategic statements and the industry-based
strategy. The fundamental elements of this traditional approach to strategy, such as
cost leadership, di↵erentiation, or focus, find no counterpart in the Service-Dominant
strategic statements. Excluding the industry-based strategy is consistent with other
research stating that Porter’s competitive advantage strategy and its value chain approach are more suitable for the manufacturing industry rather than the service industry [144].
Resource-based Strategy and Strategic Statements: Competitive advantage can
be achieved by distinctive resources. The term resources is variously defined in the
resource-based view literature. We take Grant’s definition of resource, because he
distinguishes between resources and capabilities. A resource can be defined as the
inputs or factors available to a company through which it performs its operations
or carries out its activities [58]. We can recognize distinctive resources from the
Service-Dominant strategic statements, such as Operant Resources (from SS1 in Table
4.2), as enablers of a Service-Dominant strategy. We identify Business Resources (BR
in Figure 4.1) as the projection result between the resource-based strategy and the
Service-Dominant strategic statements.
58

4.4. TOWARDS THE SERVICE-DOMINANT LOGIC AT THE STRATEGIC LEVEL

59

Competence-based Strategy and Strategic Statements: Grant argues that resources
are not a source of competitive advantage on their own, but capabilities are rather the
actual source of competitive advantage. Hamel and Prahalad use the term “core competences” to describe the central strategic capabilities of a firm to achieve a competitive advantage [58]. Hence, a competitive advantage can be achieved by distinctive competences. The competences included in the Service-Dominant strategic
statements, such as service coordination (from SS15 in Table 4.3), are enablers of a
Service-Dominant strategy. We identify Business Competences (BC) as the projection result between the competence based strategy and the Service-Dominant strategic statements.
Market Oriented strategy and Strategic Statements: The market oriented strategy
is discarded, due to the fact that, according to the Service-Dominant logic, interaction
with the customer must be individual instead of directed to a whole market segment
at once. This is supported by the fact that co-production is enacted with customers
to let them perceive value in a unique way. This result is validated with the ServiceDominant Logic literature, which predicates a shift from “marketing to” the customer
towards “marketing with” the customer [95].

Relational Marketing Strategy and Strategic Statements: Competitive advantage
can be achieved by distinctive relational approaches. The shift of the ServiceDominant Logic towards “marketing with” the customer implies a close relationship
with customers. Hence, distinctive relationships are included in the strategic statements as enablers of a Service-Dominant strategy. We identify Market Relationships
(MR), such as flexible organizational boundaries (from SS16 in Table 4.4), as the projection result between the relational marketing strategy and the Service-Dominant
strategic statements.

4.4.2

Strategy Element Identification

In this section, we identify the elements of a Service-Dominant strategy by confronting the strategic statements identified in Table 4.2, Table 4.3 and Table 4.4 (See
Section 4.3) with the conceptual bridge established in Section 4.4.1.
Our approach to identifying the elements of a Service-Dominant strategy is illustrated in Figure 4.2. By design, each Service-Dominant Strategic Statement, identified
in Table 4.3 and Table 4.4 (See Section 4.3) and represented as a rounded rectangle,
is confronted against each strategic category represented as a rectangle: Market Relationships, Business Competences, and Business Resources. This confrontation is
represented as an arrow from the strategic statements to each strategic category. The
circles represent the questions to match and dissect the strategic statements into elements.
If a Service-Dominant strategic statement fits multiple categories, it will be dissected into each matching category. The result of the process of confrontation, represented as a rectangle, is a strategic element for each matching category derived from
each Service-Dominant strategic statement.
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Match and dissect

Match and dissect

Match and dissect

Service Dominant
Strategic Statement

How do we
relate with
our business
environment
in a service
dominant
business?

How do we
enact our
business
relations in a
service
dominant
business?

What
ingredients
do we need
to enact our
service
dominant
business?

Service Dominant
strategic element

Service Dominant
strategic element

Service Dominant
strategic element

Market
Relationships

Business
Competences

Business
Resources

Figure 4.2: Identification process of the Service-Dominant strategy elements
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resource
grator

SS8: “The value network member that is the prime integrator is in a stronger
competitive position.” “The retailer is generally in the best position to become
prime integrator.”

SS9: “Firms that treat their employees as operant resources will be able to
develop more innovative knowledge and skills and thus gain competitive advantage.”

Risk based pricing

SS7: “Firms can compete more e↵ectively through the adoption of collaboratively developed, risk-based pricing value propositions. Appropriately shifting the economic risk of either firm or customer through co-created value
propositions increase competitive advantage.”

inte-

co-production

SS6: “Providing service co-production opportunities and resources consistent
with the customer’s desire level of involvement leads to improve competitive
advantage through enhanced customer experience.”

Co-creation and
co-production

SS4: “Firms gain competitive advantage by engaging customers and value network partners in co-creation and co-production activities.”

customer understanding

Collaborative

SS3: “The continued ascendance of information technology with associated
decrease in communication and computation costs, provides firms opportunities for increased competitive advantage through innovative collaboration.”

SS5: ‘ “Understanding how the customer uniquely integrates and experiences
service-related resources (both private and public) is a source of competitive
advantage through innovation.”

Collaborative

SS2: “Collaborative competence is a primary determinant of a firms acquiring
the knowledge for competitive advantage.”

com-

Meet customer
needs

Business
petences

SS1: “Competitive advantage is a function of how one firm applies its operant resources to meet the needs of the customer relative to how another firm
applies its operant resources.”

Market relationships

Table 4.5: Confrontation of Service-Dominant Strategic Statements

Service-Dominant Strategy Statements (SS)

re-

Employees

Value network

Value propositions

Customer

Customers and
partners

Information
Technologies

Operant

Business
sources
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Relational inter.
Ethical inter.
Empowered inter.

Developmental inter.

SS11: “Relational interaction with an emphasis on supporting the connecting social and emotional links”

SS12: “Ethical interaction with an emphasis on supporting
fair and non opportunistic exchanges ”

SS13: “Empowered interaction with an emphasis on enabling customers to shape the nature and/or content or
exchange”

SS14: “Developmental interaction with an emphasis on
supporting customers own knowledge and competence
development”

SS15: “Concerted interaction with an emphasis on supporting coordinated and integrated service processes toward customers”

Individuated interactions

SS10: “Individuated interaction with an emphasis on understanding individual customers”

relation-

Market
ships

compe-

Service
tion

coordina-

connection

understanding

Business
tences

Table 4.6: Confrontation of Service-Dominant Strategic Statements

Service-Dominant Strategy Statements (SS)

emo-

Service flows

content exchange

social and
tional

customers

Business resources
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SS22: Holistic o↵erings that are part of the usage context,
where actors co-develop o↵erings and co-create value

SS21: Market and customer knowledge is shared and applied across the entire organization rather than a dedicated market function

SS20: A dialog between the company and the market,
where the innovation meets demand

SS19: Focus on value creating with the objective of mutual
benefits

SS18: Value with end customers in which the company
and customers co-develop o↵erings

strategic
ships

SS17: Networked resource integration by forming and
maintaining strategic partnerships that require the integration of resources among all the actors involved

Contextual

Market dialog

Mutual benefits

partner-

Flexible organizational boundaries

SS16: Flexible organizational boundaries in which collaboration is encouraged by minimizing the barriers for
building large networks of individuals and organizations
across boundaries

relation-

Market
ships

compe-

market and customer knowledge

Co-development

Networked
resource integration

Business
tences

Table 4.7: Confrontation of Service-Dominant Strategic Statements

Service-Dominant Strategy Statements (SS)

Actors

Large networks

Business resources

4.4. TOWARDS THE SERVICE-DOMINANT LOGIC AT THE STRATEGIC LEVEL

63

64

CHAPTER 4. THE SERVICE-DOMINANT STRATEGY

We apply the element identification process illustrated in Figure 4.2 to the ServiceDominant Strategic Statements identified in Table 4.2, Table 4.3 and Table 4.4. The
results are captured in the Service-Dominant Strategic statements of Table 4.5, Table 4.6, and Table 4.7, respectively.
Each new table contains four columns showing the Strategic Statements of the
Service-Dominant approaches, the elements associated with Market Relationships,
the elements associated with Business Competences, and the elements associated with
Business Resources.
In this section, we identified the elements that will be the foundation for developing our first artifact. However, these elements are generated by using strategic
statements from di↵erent sources. In Section 4.4.3 we homogenize these identified
elements to avoid repetition.

4.4.3

Homogenization of the elements

In the following sections we homogenize the business competences, business resources and market relationships elements identified in Section 4.4.2. For each
unified strategic element, we specify (in parentheses) from which Service-Dominant
strategic statement it is derived.
Market Relationships:
As far as market relationships are concerned, we identify the homogenized strategic
elements as follows:
Contextually individuated: The elements “individuated interaction”(from SS10)
and “contextual” (from SS22) are homogenized into the “contextually individuated”
element. The concept behind this element states that the value for a party depends
on the context of that party, i.e., value-in-context, rather than an arbitrary value.
Empowerment: The element “empowered interaction ” (from SS13) is renamed
“empowerment” to align it with the naming of the other elements in this strategic
category. The empowerment element acknowledges the active role of the customers
in the co-production of services. The firm should facilitate this active role by taking
customer input before and after the development of the core o↵ering. Moreover, this
empowerment can be achieved by platforms through which the customer can provide
their own preferences or requirements. This empowerment should also be established
with partners within the value network [73].
Ethical mutual benefits: The elements “ethical interaction” (from SS12) and “mutual benefits” (from SS19) are integrated and homogenized into the “ethical mutual
benefits” element. The benefits from the interaction between the parties should be
mutual. Moreover, the increasing transparency in market interactions requires an
ethical behavior that benefits the parties involved [73].
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Flexible organizational boundaries: The element “flexible organizational boundaries” (from SS16) establishes that collaboration between firms is enabled by a flexible border relationship. This relationship is needed to minimize the barriers between
firms to collaborate in the service co-production.
Bidirectional: We merge the “relational interaction” (from SS11) and “market dialog” elements into the “bidirectional” element (from SS20). This is because in both
research papers, these elements are used to describe a two-way communication dialog
between the firm and the customer. This change also reflects a shift from propaganda
as the traditional way of “marketing to the customer” towards a dialog where the
company “markets with the customer.”
Business Competences
In this section, we identify the homogenized business competences needed to achieve
a Service-Dominant strategy as follows:
Service Integration: The “resource integrator” (from SS8), “Networked integration”
(from SS17) and “concerted interaction” (form SS17) are homogenized into one derived element: “Service Integration.” This homogenization is driven by the fact that
all three elements point towards the integration of parties in an ecosystem through
services.
Moreover, since the Service-Dominant logic is focused on service flows [64], the
networked integration of resources is being established in the service context.
Co-production: The “co-production” (from SS4 and SS6) and “co-development”
(from SS18) elements are homogenized under the “co-production” element. We homogenize these elements because they simply communicate the same concept under
a di↵erent name.
The inclusion of partners and the customer in the creation of service o↵erings
is a key competence of the Service-Dominant strategy. Moreover, the firm should
deliver co-production opportunities with the customer’s desired level of involvement
to achieve a competitive advantage and superior customer experience.
Knowledge sharing: The elements “customer understanding” (from SS5), “developmental interaction” (from SS14), and “market and customer knowledge” (from
SS21) are integrated into the homogenized “knowledge sharing” element. This merge
is performed to avoid repetition between the three literature sources and to give an
integrated view of the role of knowledge from di↵erent stakeholders in the ServiceDominant strategy. As discussed in [95], knowledge is captured by partners and
the firm’s employees to get customer insights for service enhancement. In [72], it
is stressed that market and customer knowledge should be shared internally. Finally,
as discussed in [73], expertise and knowledge should be openly shared with the firm’s
partners and the customer.
Co-creation: The “co-creation” element (from SS4) changes the traditional perspective on value, where value is created by the firm and destroyed by the customer.
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Moreover, value co-creation with the customer is achieved in use, by meeting the
customer’s needs as value-in-use. The value co-created in use occurs in the form of
a service, rather than of ownership of a good. Moreover, the strategic role of the
firm is to become a facilitator of value co-creation by helping the customers and partners involved. Note that in our work, “co-creation” identifies value-in-use, while “coproduction” identifies the collaborative manner of service creation. The same terms
have been used interchangeably by other authors in the literature.
Risk-based pricing: The “risk-based pricing element” (from SS7) is present in the
Service-Dominant strategy to stress the need for collaboration in partnerships in a
networked environment. The pricing mechanism should be based on the risk of the
actors that are co-producing the o↵ering.
We do not include the “collaborative element” (from SS2) as a specific business
competence element, because the collaborative approach is being achieved as a
“meta-competence” of the Service-Dominant Logic [64]. For instance, we can observe this collaborative approach in the “co-production” element, which emphasizes
the inclusion of partners and the customer in this process.
Business Resources
In this section, we identify the homogenized business resources needed to achieve a
Service-Dominant strategy as follows:
Information Technologies: The “Information technologies” (IT) element (from SS3)
is presented in [95] as an enabler of collaborating and integrating services. Moreover,
IT increases the likelihood of cross-organizational collaboration and customer collaboration.
Service Flows: The “Service Flows” element (from SS9) is an enabler of shifting the
focus from Goods to Service, where goods are just a mechanism for service provision
and the customers buy a service flow rather than a tangible good [64]. The process
orientation of the Service-Dominant logic is supported by this element, as service
flows act as cross-organizational business processes oriented towards the customer.
Moreover, service flows are needed to enable collaboration and service co-production
[73].
Employees: The “Employees” element (from SS9) is included in the Service-Dominant
strategic statements as a source of customer knowledge and understanding [95]. Employees can learn about customer preferences, leading to a better understanding of
customer needs.
Customer: The “customer” element (from SS5) is included as a singular form rather
than plural (i.e.: customers). Including the customer as a resource highlights the active role of the customer as producer-consumer in co-production. Moreover, customer
involvement allows gathering knowledge about customers’ needs and preferences in
an active manner [95].
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Partners: The “partners” element (from SS5) is identified as a key enabler for the
firm’s gaining a competitive advantage. Furthermore, the firm should engage partners
in the value network in co-creation and co-production activities [95].
The “operant resource” element is a resource class rather than an element on its
own. As defined in the Service-Dominant Logic, an operant resource is a resource
capable of acting on other resources. Hence, we do not retain this element.

4.4.4

Alpha Artifact Version of the Service-Dominant Strategy

After having identified the elements of a Service-Dominant strategy, in this section
we describe the construction of the alpha version of our artifact for strategy formulation and communication. We use a canvas approach for developing the artifact. The
canvas approach was introduced by the “business model canvas” [118] as a visual
method for designing business models. We adopt this visual representation for two
main reasons: first, this visual approach has been demonstrated to be successful in
engaging business people, from high-level executives to entrepreneurs, working in
an interactive exercise. Second, the canvas approach is suited for communicating in
a visual way the results of the design exercise. We discarded more traditional approaches to represent strategies, such as Porter’s five forces represented by five boxes
and arrows, or Porter’s three generic strategies represented by a matrix [128], due to
the high number of concepts that we expected to appear in the derived artifact.
In Figure 4.3, we present the Service-Dominant Strategy Canvas’s structure. It
comprises three main categories, represented by columns, six subcategories, represented by rounded rectangles, and fifteen elements belonging to subcategories and
represented as rectangles with a circle in front.
The labeling of the categories, i.e., Market Relationships, Business Competences,
and Business Resources, derives from the bridge established in Section 4.4.1 between
the traditional strategic approaches and the Service-Dominant Strategy.
Each category is further divided into sub-categories to facilitate the understanding
of the strategic elements. For each category, we can distinguish a pair of complementary sub-categories.
The first pair of subcategories, Endogenous and Exogenous market relationships,
is established by sub-clustering the market relationship elements between inside–out
the organization and outside–in the organization.
The elements Contextually individuated and Empowerment are market relationships that start from inside the company and go to the outside world. These three
elements require establishing this relationship from the focal company to the actors
involved in the Service-Dominant business.
The market relationship elements that are needed to be established in the outside
world are Bidirectional, Ethical mutual benefits and Flexible borders. These three
elements require, in fact, the establishment of a market relationship between at least
a pair of actors.
The second pair of subcategories, Value and Collaboration business competences,
is established by sub-clustering the business competences elements associated the
value proposition of the Service-Dominant business competences elements associated
with collaboration.
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Market Relationships
Exogenous

Business Competences

Business Resources

Value

Actors
Customer

Contextually Individuated

Co-creation

Empowerment

Risk-based pricing

Partners

Employees

Endogenous

Collaboration

Bidirectional

Co-production

Infrastructures
Service Flows

Ethical Mutual Benefit

Service integration
Information Technologies

Flexible Organizational
Boundaries

Knowledge Sharing

Figure 4.3: Elements, Main Categories and Complementary Sub-categories of the artifact

The Co-creation and Risk-based pricing are the value elements that we are proposing from the value-in-use and the pricing perspectives.
The Co-production, Service integration and Knowledge sharing are competences
that the focal company needs to develop for the enactment of a Service-Dominant
business.
The third pair of subcategories, Actors and Infrastructures business resources, is
established by sub-clustering the business resources elements associated with human
resources and non-human business resources.
The business resources identified are Customer, Partners and Employees.
Eventually, within the Infrastructures sub-category, we consider the Information
Technologies and Service Flows, consistently with the homogenization discussed before.
The artifact of Figure 4.3 is suitable for communicating the perspective of the
Service-Dominant strategy. However, it is not suitable for strategy formulation, because it does make explicit the set of questions that should drive the strategy formulation process.
In Figure 4.4, we present a new iteration of the artifact with associated questions for guiding the Service-Dominant Strategy design. In a nutshell, the ServiceDominant Strategy canvas includes elements, main categories and sub-categories. Elements are the part of the canvas that help users on the brainstorming process. These
elements are used during the intervention with users to foster brainstorming and
thinking aloud among them by filling in the answer of the associated questions. A
main category in the canvas is a classification of elements for establishing a bridge
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Endogenous
Contextually Individuated
How do we customize our
relationship with the customer?

Business Competences

Business Resources

Value

Actors
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Customer
Co-Creation
What are we enabling as value-inuse?

How does the customer participate
within our business competences?
Partner

Empowerment
How do we enable our collaborators
to participate?

Exogenous
Bidirectional
How do we communicate with
external parties?
Ethical Mutual Benefit
How do we share in our
collaboration?
Flexible Organizational Boundaries

How do we establish our
collaborative network?

Risk-based Pricing
How do we need to formulate our
multi-party pricing
strategy for financing value-in-use?

Collaboration

How does the partners participate
within our business competences?
Employees
How does the employees participate
within our business competences?

Infrastructures

Co-production
How do we create collaboratively in
with our stakeholders ?

Service Flows
What are the activities that define
our value-in-use?

Service Integration
Why and how do we integrate
cross-organizational business
processes?
Knowledge Sharing

Information Technologies
Where will we enact our service
dominant business?

Why and how do we need to share
information?

Figure 4.4: Resulting Alpha artifact: Service-Dominant Strategy Canvas Elements and Associated Questions ( [86])

to the traditional strategic mindset. A sub-category is a classification of elements for
facilitating the understanding the the elements of the canvas.

4.4.5

Relating Stage 2 with Stage 3: Building, Intervention, and
Evaluation with Reflection and Learning on the Alpha artifact

In ADR, the Building, Intervention and Evaluation (Stage 2) is done in parallel with the
Reflection and Learning (Stage 3). Until now we focused on the Alpha artifact building
process. In this section, we describe the remaining aspects of Stage 2 (intervention
and evaluation), and the aspects of Stage 3 (reflection and learning).
Alpha artifact intervention with practitioners: By following the building, intervention and evaluation process defined in Figure 1.5, we started our first intervention
in the organization by presenting the Alpha version to the practitioner’s side of the
ADR team. The adoption of the mindset of Service-Dominant Strategy on the part of
the practitioners is critical for the further development of the artifact as an ADR team.
The artifact development and the subsequent user testing could in fact be halted without the positive adoption of the new mindset by the practitioners in the ADR team.
The intervention was conducted by a researcher and took place during a one-hour
ADR team working session. The researcher presented the Alpha artifact by using the
main categories and sub-categories for explaining the elements.
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Alpha artifact evaluation with practitioners: Evaluating our intervention with the
Alpha version of the artifact, we are able to say that the artifact facilitated the communication of the perspective of the Service-Dominant strategy to the business practitioners of the ADR team. We learned about the usefulness of the main categories of
the artifact, as a link to the traditional strategies. The main and sub-categories helped
us explaining the elements of the canvas by providing structure.
The practitioners were enthusiastic about how the tool could help them to shift
their strategic mindset from Goods- to Service-Dominant. However, they also raised
concerns about three aspects: understandability, applicability, and the complexity
of the artifact. Firstly, the understandability concerns were related to the use of academic jargon. The practitioners considered that the academic jargon used for labeling
some of the elements and sub-categories diminished the understandability of the canvas. One practitioner reacted to the exogenous label by highlighting its strong academic focus and stressing that it would not be understood by any of his colleagues.
The applicability issues were related with the questions associated to elements. The
practitioners considered such questions too specific for the strategy design phase. Finally, regarding complexity, practitioners were concerned by the too high number of
concepts presented in the tool.
After presenting the researchers driven artifact, we started working together as an
ADR team by refining the associated questions. This resulted in the last iteration on
the Alpha artifact presented in the previous section.
Alpha artifact reflection and learning with practitioners: After reflecting on the
intervention with the practitioners, we decided to carry out a test session with a small
group of users consisting of two innovation executives of the car-leasing company.
The goal of this session was to capture the shortcomings of the theory driven version
of the artifact, regarding understandability, usability and applicability. By addressing
these aspects during the test session, we obtained the feedback needed for developing,
together with business practitioners, a suitable version for testing the strategic tool
with the high-level executives of the car-leasing company, i.e., the actual users.
Alpha artifact intervention with users: We intervened in the organization with our
Alpha version of the artifact with users, that is, innovation executives within CarLease. The testing process was as follows: firstly, we presented the Alpha version
artifact, using a well-known highly Service-Dominant sample scenario. Secondly, we
asked the participants to design a Service-Dominant strategy for their company using our strategic tool. The session was guided by one practitioner and one researcher
of the ADR team. The practitioner, who worked in the AssetFin’s Global R&D, was
familiar with the business of the car-leasing company, while the researcher helped
explain the objective of the strategic questions of the Alpha artifact.
Overall, the intervention was welcomed by users. The executives started to think
of their leased cars as a mobility means, rather than the end goal. One of them, in
particular, defined the value-in-use as enabling people being “at the right place, at
the right time” by o↵ering a “seamless experience” in mobility. By using our tool,
the users were able to shift their thinking to the perspective of the Service-Dominant
Logic, where the car is just one possible mechanism for mobility provision. Our tool
enabled the users to think about the role of the customer as an active participant,
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defining the customer’s participation in the business by “sharing mobility recommendations, based on their locations and mobility means preferences.”
We classified ex-post the feedback received received by users in terms of four aspects: Bridging, Complexity, Understandability and Applicability. While the first
aspect is specific to the objective of our work, i.e., facilitating the shift to ServiceDominant strategies, the other three are common aspects for evaluating the quality of
information in an organization [19].
The bridging aspect relates to the use of traditional approaches to strategy to communicate the Service-Dominant strategy. We observed that the conceptual bridge was
required for communicating the Service-Dominant strategy elements meaning to the
users. The bridge became, however, less relevant for the exercise of strategy design.
The conceptual bridge was required only at the initial stage, and it was abandoned by
the users after the explanation of the artifact and their understanding of the ServiceDominant Strategy perspective.
The complexity aspect relates to the number of elements of the tool. We formulated the following question for this stage: Is the number of categories, sub-categories,
and elements appropriate for a strategy design session with users? The Alpha artifact
comprises a total of 24 concepts (3 categories, 6 sub-categories, and 15 elements) that
users need to understand before designing a strategy. We found that 24 concepts is a
very large number of concepts, requiring a time consuming (1-hour) session only to
explain the the concepts’ meaning in the artifact. Therefore, a significant reduction
of the number of concepts is highly desirable to engage users in strategy design.
Table 4.8 presents the evaluation of each concept in the tool against the aspect of
understandability and applicability.
The understandability and applicability aspects are evaluated with the values high,
medium and low. The understandability criteria is evaluated high if the user was able
to understand the concept right away without any complaint or remark; medium if the
users were able to understand and use the element, but requiring a clarification from
the researcher during the session; low if after the explanation the concept was poorly
understood by more than one user. The applicability criteria is evaluated high if the
users were able to fill in the canvas according to the concept’s meaning, medium if the
users filled in the element, but not in line with its intended meaning, and low if the
users were unable to fill in the concept in the canvas.
The key insights obtained from the evaluation are described in the following:
1. The main categories work as a conceptual bridge. However, their applicability
in strategy design with users is low.
2. Sub-categories are an overloading factor for users. They increase the complexity
and decrease the understandability of the canvas. One example of overloading
sub-categories is endogenous and exogenous. The labels chosen for these subcategories were too academic for the users. This prevented the users from fully
understanding the role of such sub-categories within the strategy formulation
process.
3. Service flows is a concept with medium understandability and high applicability. The users were in fact able to answer the associated question, but the label
chosen for the concept was still too operational for most of the users.
4. We observed that only after the users understood the value-in-use concept (captured by the Value sub-category), was it possible for them to work on the re71
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Type
Main category
Main category
Main category
Sub-category
Sub-category
Sub-category
Sub-category
Sub-category
Sub-category
Element
Element
Element
Element
Element
Element
Element
Element
Element
Element
Element
Element
Element
Element
Element

Name
Business Competences
Business Resources
Market Relationships
Endogenous
Exogenous
Value
Collaboration
Actors
Infrastructures
Co-creation
Risk-based pricing
Co-production
Service Integration
Knowledge Sharing
Contextually individuated
Empowerment
Bidirectional
Ethical Mutual Benefits
Flexible
organizational
boundaries
Customer
Partner
Employees
Service Flows
Information Technologies

Understandability
high
high
high
low
low
high
high
high
high
medium
medium
low
high
high
high
medium
low
medium
high

Applicability
low
low
low
low
low
high
low
high
low
high
low
low
low
low
medium
low
low
low
low

medium
medium
medium
medium
high

high
medium
low
high
low

Table 4.8: Evaluation of Understandability and Applicability for the concepts of the Alpha artifact

maining elements.
5. The co-creation element opened the eyes of the users to the aim of designing a
Service-Dominant Strategy. This element has high applicability, because it shifts
the mindset from the focus on the good, i.e., the car, to the service that it renders,
i.e., the value-in-use. To make this element more explicit and important in our
canvas, while reducing at the same time the number of categories, in the next
iteration we decided to use the value-in-use label instead of co-creation.
Reflecting and Learning about the Alpha Artifact: From what we learned by using
the Alpha artifact, we arrived at the following reflections:
1. The Alpha artifact helps shift the mindset of executives from the GoodsDominant Logic towards the Service-Dominant Logic. Moreover, executives
were able to design a Service-Dominant Strategy using at least 9 of the total 15
elements in the canvas.
2. The business competences, business resources, and market relationships categories were key in the building process of the Alpha artifact. The use of these
main categories helps explain the Service-Dominant Strategy to practitioners.
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However, the main categories o↵er limited guidance to the users during their
strategy design process.
3. The next version of the artifact should use the label value-in-use instead of cocreation. We learned that co-creation was confused with the co-production element by many users.
4. Value-in-use was the most important concept of the Alpha artifact. Hence, we
should emphasize more the use of this concept. Value-in-use should be clearly
placed on the top of the next version of the artifact to better guide the shift of
mindset towards the Service-Dominant mindset. Users needed to understand
and formulate the value-in-use concept first, in order to keep building the strategy around it.
5. The label Co-production may be interpreted as a concept too much related
with manufacturing. To avoid references to the manufacturing mindset in
the next version of the artifact, we will use the co-creation label instead of
co-production.
6. The practitioners of the ADR team and executives of the car-leasing company
are more acquainted with using the strategy as a position rather than as a perspective. Hence, the focal company for which the strategy is designed should
explicitly appear in the next version of the artifact. This should facilitate the
conceptual bridge between the dominant mindsets of the users and the new
mindset that the artifact promotes.
7. Elements such as Risk-based pricing and Ethical mutual benefits are too specific for strategy design. Moreover, before formulating questions associated with
these elements, we should devise a stronger link to the business model concept.
This link can be made by focusing on the value proposition and the customer.
However, we need to adapt these traditional elements by using the lenses of a a
Service-Dominant strategy.
In summary, the Alpha version of the artifact works for communicating the
Service-Dominant strategy as a perspective on doing business. However, the strategic
formulation is hard to achieve due to the large number of elements, the complexity
of these elements, and the high degree of detail required to answer the associated
questions. In Section 4.5, we build a Beta version of the artifact with the practitioners of the ADR team for testing the tool with larger group of users. The beta
version is intended to be easier to understand by the users and to better facilitate
their engagement in the strategy formulation process.

4.5

Beta Artifact Version of the Service-Dominant Strategy

In Section 4.5.1, we build the Beta version of our tool as a consequence of reflecting
and learning about the organizational intervention with the Alpha version. Section
4.5.2 describes Stage 2 for the Beta version, i.e., the organizational intervention, its
evaluation, and, Stage 3, i.e., the related reflection and learning for the Beta version.
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4.5.1

Building the Beta Version of our Service-Dominant Strategy
Artifact

The feedback received from users in the evaluation of the Alpha artifact can be synthesized around two main points. The first one relates to the bridging aspect of our
evaluation, whereas the second one relates to the remaining aspects of complexity,
applicability, and understandability:
• The tool should allow the design of strategy as a position, that is, it should
emphasize the role of the focal company in the strategy as compared to other
elements that should be considered. The bridge towards concepts well known
by the users while developing strategy to support the Service-Dominant mind
shift should therefore be re-defined;
• The evaluation of the Alpha artifact highlighted several needed alterations regarding concepts to be emphasized, dropped, and/or re-labeled, which should
be addressed in the Beta version to improve its applicability and understandability, and decrease its complexity.
As for the establishment of a new bridge towards traditional ways of doing strategy, we recognized that managers and executives in an organization are used to working with frameworks, such as Porter’s 5 forces [127], forcing them to design their
company’s corporate strategy in relation with other organizations. In strategy development, this relative positioning is known as the strategy as a position view [104].
Hence, in the Beta version, we aim at embedding strategy as a position in our artifact. This is done by allowing users to explicitly position their focal organization in
the management tool while designing strategy. This renewed conceptual bridge will
let managers design a strategy by using a view over strategy that is in their current
mindset, while the other concepts in the artifact will push them towards designing a
properly Service-Dominant strategy.
Theoretically, the view of strategy as a position deviates from the spirit of the
Service-Dominant strategy, since it emphasizes the roles of the focal company, downplaying the role of the network of partners to create value-added services for customers. However, in the dual objective of developing theory and solving real problems, artifact development in the ADR method posits accommodating those requirements of the practitioners that may prevent the full exploitation of the artifact if not
implemented [137]. Our choice represents a typical instance of such a case, because
users of the Alpha artifact were confused by not being able to position their own
company on the canvas while developing their strategy.
We first create an intermediate step towards the Beta artifact, which considers only
the categories and sub-categories (see Figure 4.5). In order to develop the strategy as
a position view, we explicitly include the Focal Organization as a new category and
we re-reorganize the others included in the Alpha version to fit the new structure and
address the feedback received.
Specifically, inside the focal organization, we include categories related to internal
value creation and collaboration business competences of the focal organization, i.e.,
Value Business Competences and Collaboration Business Competences. These competences are required by the focal organization to relate with the other co-creating
ecosystem actors and infrastructures defined by the Endogenous Business Resources
and Exogenous Business Resources.
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Figure 4.5: First step towards the Beta artifact (developing strategy as a position)

The Collaboration Management category encapsulates how the the focal organization manages its market relationships, which can be endogenous or exogenous.
Figure 4.6 shows a second intermediate step towards obtaining the Beta artifact,
where we also take into account the remaining feedback obtained during testing with
the users.
Regarding complexity, the tool considers only a two-level hierarchy of concepts,
i.e., categories and elements. Dropping the sub-category type of concept dramatically
reduces the number of concepts in the new canvas (13 concepts; 3 categories and 10
elements).
Regarding applicability and understandability, first we increase the applicability
of the tool by highlighting the concepts that have been considered key for the ServiceDominant mindset shift. As established by our reflections on the Alpha artifact (see
Section 4.4.5), the concepts of value-in-use and co-creation are key for shifting the
mindset towards Service Dominance. These concepts therefore become main categories in the tool and are positioned at the top and center of our artifact, respectively.
Second, we increase the understandability of the tool by removing the academic jargon, where possible, substituting it with labels more familiar to practitioners. This
is why in Figure 4.6 the endogenous and exogenous label become “core” and “enriching,” respectively. For practitioners and users, the label core clearly identified
distinctive traits of their focal organization, which are developed internally, whereas
75

76

CHAPTER 4. THE SERVICE-DOMINANT STRATEGY

the label enriching clearly identified opportunities available outside their focal organization to increase business value.

Service-Dominant Strategy
Value-in-use
Customer

Experience

Interactions

Service Ecosystem
Core Services

Enriching Services
Focal Organization

Core Partners

Enriching Partners

Collaboration Management
Core Relationships

Enriching Relationships

Figure 4.6: Service-Dominant Strategy as a position by using simplified language

Within the value-in-use category, we further develop the elements by establishing
a conceptual link with the elements used by the Business Model Canvas (BMC, [118])
tool. Although focused on the generation of more operational business models, the
BMC tool is commonly used in strategic management brainstorming exercises [52].
As such, the BMC had been also used in the past by the user team in our research.
Among the elements appearing in the BMC to facilitate strategic brainstorming, we
select the ones related with the delivery of value proposition from the focal organization to the customer, i.e., “value proposition,” “customer” and “channels.” The
Value Proposition element is re-framed as experience, where the value is co-created
by use. This, to both stress the need to create a co-creation experience with customers,
but also to avoid confusion with the value-in-use label chosen for the category. The
distribution channels are mechanisms for delivering the value proposition from the
company to the customer. However, in the Service-Dominant logic, the interactions
with the customer are established bidirectionally. Hence, we re-frame that element of
the BMC as interactions in our tool, that is, a set of mechanisms through which the
customer co-creates value with the organization. Besides creating a link with a management tool already in use by the user team, deriving elements using the BMC can
be considered as a further conceptual bridge between the Service-Dominant strategy
and traditional Goods-Dominant frameworks driven by a market-oriented strategy.
76

4.5. BETA ARTIFACT VERSION OF THE SERVICE-DOMINANT STRATEGY

77

About the categories co-creation, we emphasize in the name of the category that
co-creation should occur not only with individual customers, but generally at the
ecosystem level, with all involved actors.

Service-Dominant Strategy
Value-in-use
Customer

Experience

Who is the customer?

Interactions
How do we interact
with the customer?

What is the experience
that we want to deliver to
the customer?

Service Ecosystem
Core Services

Focal Organization

Enriching Services

What role do we
want to play into the
ecosystem?

What are the
core services?

What are the
enriching services?

Core Partners

Enriching Partners

Who are the
core partners?

Who are the
enriching partners?

Collaboration Management
Core Relationships

Enriching Relationships

How do we manage our core
relationships?

How do we manage our enriching
relationships?

Figure 4.7: Beta Version of our tool to design and communicate a Service-Dominant strategy

Our ultimate goal is to guide users to formulate a Service-Dominant Strategy.
Therefore, as already done for the Alpha version, in the Beta version of our tool, which
is shown in Figure 4.7, we provide the key questions for facilitating the strategy design process. Note that, for the sake of consistency, the Beta version adopts the same
“look & feel” convention of the Alpha version of our artifact.

4.5.2

Relating Building, Intervention and Evaluation of Stage 2
with Reflection and Learning of Stage 3

We have intervened in the organization with the Beta version of the artifact in sessions
with users involving seven business executives in charge of business units within the
car-leasing company. The duration of the intervention session was two hours. The
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session was guided by one researcher and one practitioner. Firstly, we explained
briefly the goal of the session; secondly, we asked the participants to design a ServiceDominant strategy using our management tool.
During the intervention with our tool, users firstly started to define their customers as only people with a driving license, e.g., “everybody above 18.” However, by
using the experience element within our tool, they were able to shift from a car focused costumer towards a mobility customer, e.g., “everybody that needs to go from
A to B.” This re-definition of the customer shows a clear shift from a Goods- to a
Service-Dominant way of designing a strategy.
The definition of the strategy as a position within the co-creation ecosystem helped
the users to think about their company’s role within mobility. Moreover, the tool
facilitated the discussion about their company’s role as “Integrating and providing
mobility.”
At the end of the session, the ADR and user teams agreed on having a second
meeting for analyzing the outcome of the first session and for communicating the
formulated strategy. The session was originally planed as a half hour, but took us
two hours. The reason it took us longer is that users were very satisfied with the
result. In this session, they were able to see how to re-analyze the designed strategy
and reacted by stressing how much the management tool helped them in designing
a Service-Dominant Strategy by aligning them towards a common goal in mobility.
They were pleased to think about their company’s role in a co-creation ecosystem.
Moreover, they discussed whether they wanted to really provide the experience or
just to o↵er a “one stop shop for the mobility needs of the customer.”
We evaluated the Beta-version of the tool using the bridging, complexity, understandability, and applicability aspects, as we did for the Alpha-version.
Regarding the bridging aspect, the conceptual bridge of linking concepts to the
ones of the business model canvas and developing the strategy as a position worked
well. The users engaged in defining the value-in-use of their strategy, and they were
able to position the role of the focal company within the co-creation ecosystem.
Regarding complexity, we reduced the number of concepts that users need to handle during the session, from 24 concepts in the Alpha version to 13 concepts in the
Beta version. Within these 13 concepts, 10 elements require the user to fill in something, and 3 are categories for guiding the strategy formulation process. Users did
not specifically complain about the number of concepts to be understood for using
the Beta version of our artifact.
Regarding understandability, we observed that users understood clearly all the
concepts presented in the tool. This understanding facilitated the strategy formulation process by brainstorming around the presented concepts.
Regarding applicability, most elements were highly applicable. The users were
able to fill in 9 of 10 elements in the canvas while designing their strategy. The only
concept with low applicability is Enriching Relationships. Users already brainstormed
about collaboration management with the co-relationship element. When trying to
brainstorm and fill in the enriching relationships element, they were not able to come
up with di↵erent mechanisms. Therefore, the element appeared redundant, rather
than completely not applicable, to support strategy design and communication.
We learned that designing a Service-Dominant strategy by using our tool has a
strong impact on aligning the users and their business units. Users were able to think
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in terms of the overall value-in-use for the customer, rather than in business unit
silos. Moreover, specifically by using the co-creation ecosystem elements, they where
able to see how each individual business unit fits into the overall Service-Dominant
strategy.
We learned also that users did not make a clear distinction between the core relationships and enriching relationships within the Collaboration Management category.
The applicability of the tool can thus be improved by merging the core and enriching
relationships management sub-categories.
The tool helped users to think together about defining the future of the company
in mobility. Moreover, this was the first time that executives at the CarLease brainstormed together about their new strategy. By reflecting on how they used specific
contents within the tool, users were able to shift their mindset towards the ServiceDominance, especially using the concepts of Value-in-use, co-creation ecosystems
and collaboration management.

4.6

Formalization of learning

In this stage, formalization of learning refers to the applicability of the resulting artifact to a class of problems. Note that this is not considered a formalization in a
mathematical way.
The problem of the Service-Dominant Logic trap is recognized in the literature
as a generic problem that prevents organizations from adopting new mindsets. In
this paper, we developed an artifact that evolved from a research driven version for
formulating and communicating a Service-Dominant Strategy towards a user-friendly
(or practitioner-friendly) tool for designing a Service-Dominant Strategy as a position
of the focal organization within a collaborative environment.
In the process of building the management tool, we used user feedback as a mechanism for improving its usability, reducing its complexity, improving its applicability
and understandability, and for developing a strategic bridge towards traditional ways
on formulating strategy.
The lesson we learned from our artifact development process can be synthesized
as follows:
• The artifact should be developed by taking into account a clear bridging to management tools already in use by the user team. In our context, this has been
translated into the need to bridge the concepts adopted in the Beta-version of
our artifact to the concepts adopted by the business model canvas tool [118],
that is, a tool already in use by the users of the car-leasing company. Such a tool
is widely adopted and the bridging we developed provides substantial generalizability to our tool. We cannot assume, however, that bridging towards the
concepts of a di↵erent tool could be more e↵ective in di↵erent organizational
settings;
• Although a Service-Dominant strategy focuses on value co-creation and networks of actors, a tool for designing such strategies should still put the focal
organization at the center of the stage. Decision makers tend to think of their
company’s strategy relative to other partners and actors. A tool not implying
a central role for the focal organization initially puzzled the users; confidence
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was restored by the Beta version of the artifact, which put the focal organization
back in a central position in the strategy design process;
• Academic jargon represents an obstacle for practitioners while understanding
the elements and categories of the tool. Therefore, the labels and their positioning within the tool should be rigorously thought through in order to obtain a
tool that stimulates the strategy formulation process;
• Managers, executives, and, specifically, decision makers, prefer to work with
simple tools, where simplicity is captured by (i) the use of the canvas approach
with elements to be filled in using driving questions and (ii) a relatively low
number of concepts driving the brainstorming process. The number of concepts, i.e., elements and categories in our case, appearing in the tool should
therefore be limited. New concepts should be introduced only when there is a
clear request from practitioners to highlight important aspects of their business.
In our tool, our process led to the choice of 13 concepts as a reasonable number.
In summary, we argue that our tool solves the general class of problems of designing and communicating a Service-Dominant Strategy. The tool can be adjusted to
di↵erent organizational settings if needed, particularly by considering the bridging to
the concepts adopted by di↵erent tools for the formulation of strategic and business
model directives previously in use in the target organization.

4.7

Conclusions

In this chapter, we presented the development process of a Service-Dominant Strategy artifact by using Action Design Research. Firstly, we analyzed the literature to develop a theory-ingrained version: the Alpha artifact. The development of this version
was key in defining a Service-Dominant Strategy by establishing an academic foundation for the artifact’s evolution. Moreover, this preliminary version successfully
communicated the perspective of the Service-Dominant Strategy. A refined version
was developed to facilitate the design of a Service-Dominant Strategy on the part of
business users. The final version of the artifact was developed as a management tool
that explicitly positions the focal company within a value network or ecosystem. We
call this management tool: The Service-Dominant Strategy Canvas.
The identification of a Service-Dominant strategy at the top of the pyramid is useful for the further development of our framework. Moreover, the strategy layer influences the development of the Business Services and Service-Dominant Business
Models layers. We describe the influence of the Service-Dominant strategy on the
development of the mentioned layers as follows:
Service-Dominant Business Models: As shown in Figure 4.8, the Service-Dominant
Strategy influences how do we define the Service-Dominant Business Model layer.
Moreover, in the business design process, the position of the company within the network defined in the strategy can be used for designing the business model in relation
with other network actors for co-creating value and sharing the associated costs and
benefits.
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Figure 4.8: Strategy to Business Services

Business Services: The Service-Dominant Strategy design includes the identification of Core Services and Enriching Services that are needed by the Focal Organization
to enable the defined value-in-use. As shown in Figure 4.9, we can use the identified
services for defining the Business Services layer. In Chapter 6, we use these identified
services to specify the Business Services and Business Service Compositions.
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Figure 4.9: Strategy to Business Services
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Figure 5.1: From Strategy to Business Services

In this chapter, we develop a management tool for designing business models that
follow a Service-Dominant Strategy. This tool, represented as the circle within the
second trapezoid in Figure 5.1, is the artifact developed in the second layer of our
framework: the Service-Dominant Business Model.
Existing approaches towards business model tools are constrained by the GoodsDominant way of doing business, by following traditional strategic approaches.
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Nowadays, the shift from Goods-based approaches towards a Service-Dominant
strategy requires novel business model tools. However, the right business models
tools for Service-Dominant Business Model design do not exist. Moreover, business practitioners use goods-based tools that are not specifically designed within a
Service-Dominant mindset [121], [113].
As shown in Figure 5.1, in our framework the Service-Dominant Strategy layer influences the Business Model layer. This influence is captured by taking an ecosystem
perspective on value creation and value capture while designing the Business Models
that include the customer as another actor that participates in this process [83].
With our management tool, we contribute to the business model research and the
development of Service Science by integrating the Service-Dominant and business
model perspectives for designing business models as value co-creating and sharing
ecosystems based on co-creation activities. Furthermore, our tool enables the study
of each actor’s network e↵ects on the co-created value. Moreover, the focus on ecosystems or value networks is not only important for a service science perspective on
business models. The concept of ecosystems has been identified in the management
literature as an area of relevant research within the management literature for further
developing the business model concept [169],[170].
This chapter is structured as follows: in Section 5.1, we define our practiceinspired research related with business models. In Section 5.2, we build the Alpha
version of the business model artifact. In Section 5.3, we relate the building, intervention and evaluation with reflection and learning stages involving the Alpha artifact.
In Section 5.4, we build the Beta version of the business model artifact. In Section
5.5, we relate the building, intervention and evaluation with reflection and learning
stages for the Beta artifact. Eventually, we draw our conclusions in Section 5.6.

5.1

Defining our practice-inspired research

In Stage 1 of ADR, we diagnose the business needs of the organization for designing
business models by following a Service-Dominant Strategy. Based on discussions with
the ADR team formed by academic researchers and representatives of Global R&D of
AssetFin, we outlined the problem of designing business models that takes a multiple
actor perspective when following a Service-Dominant Strategy.
We observed that the the car leasing subsidiary and the office technology business
unit were looking to design new business models by following a Service-Dominant
strategy. After joint discussions with innovation managers at the asset-based finance
company, we concluded that there is a need for designing business models by focusing
on solutions rather than focusing on asset provision. Moreover, we identified the need
for designing business models with a stronger focus on the value network rather than
the value chain, in order to allow the design of the solution by including multiple
parties.
In Table 5.1, we identify the typical business practitioner’s problems within the
organization regarding the design of business models that are to follow a ServiceDominant Strategy.
Firstly, the ADR team discussed how do we design a Service-Dominant Business
Model by following the defined Service-Dominant Strategy. The Service-Dominant
Strategy advocates focusing on value co-creation with di↵erent actors, including the
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Problem

Description

Design of Business Models by
following a Service-Dominant
Strategy

Business executives require a business model
tool for designing business models focused
on value co-creation with and for the customer, and the sharing of the process of
defining solutions for the customre with the
customer
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Table 5.1: Problems within the organization regarding Business Model design within a Service-Dominant
Strategy

customer. This value co-creation is driven by the service ecosystem in which the Focal Organization defines its role as identified in the Service-Dominant Strategy design. We therefore formulated the following research question: How can we represent
and facilitate the design of business models focused on value co-creation and sharing
within an ecosystem of di↵erent actors?
Secondly, in traditional business model tools, the revenue moves from the customers to the suppliers as in a value chain from the left to the right. These approaches
are Goods-Dominant, due their focus on the movement from raw materials (from
partners) to the delivery of the goods (to the customer). In this view, services just add
value.
However, a Service-Dominant approach to business models requires focusing on
solutions by following a a value network or ecosystem structure. Moreover, in ecosystems, we can have more than one type of actors interacting in the same business
model. This behavior is identified within the literature under three di↵erent names:
two-sided networks, two-sided markets, or multi-sided markets [123], [45].
From the identified problems, we concluded that the business tool should be able
to o↵er a guided structured approach on the design of business models focused on
solutions, value creation, and value sharing, while giving the flexibility to represent
multiple actors within a network.

5.2

Building Service-Dominant Business Model Alpha
Artifact

In this section, we present the researcher-driven version of the the Service-Dominant
Business Model artifact: the alpha version.
In building the Service-Dominant Business Model (SDBM) artifact, we base our
construction approach on the Business Model Canvas (BMC) [118] due its strong academic foundation and high relevance to business practitioners. The BMC is a business
model tool widely adopted by practitioners, and it has been developed as a clear construction process method.
The BMC is a firm-centric focused conceptualization of the business model concept defined in terms of nine elements. In the construction of the BMC as a metamodel, the value network has been included as a theory within the concept. This is
reflected in the partner network on the left of the tool.
However, the value chain representation adopted in the tool separates the cus85
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tomer from the other partners in the value co-creation process. Moreover, the BMC
sets a clear divide between the sides of the tool that drive the cost and those which
drive the revenue. Nevertheless, these relationships are established in the meta-model
that connects the identified elements. Due this line of reasoning, we can take the existing BMC elements and confront them with a Service-Dominant strategy that follows
a value network, rather than the Goods-Dominant focus on the value chain set by
traditional strategists.
Our goal is to build a practical tool for designing business models. However, we
firstly define the artifact of the SDBM as a meta-model to make an approach comparable to the meta-model of the BMC. The BMC o↵ers a concrete set of elements
by using a visual representation for guiding the business model design process. The
BMC’s construction process is defined as the construction of pillars and elements as a
meta-model of a Business Model Ontology. We use the BMC method and its elements
for deriving our business model perspective on Service-Dominant Businesses. Our
approach to developing this perspective can be summarized by the following steps:
1. Identify the BMC construction approach;
2. Take the traditional Business Model perspective from the BMC;
3. Take the Service-Dominant perspective from the Service-Dominant Strategy Alpha;
4. Confront the BM and Service-Dominant Strategy perspectives to create a novel
Service-Dominant business model perspective by using the identified BMC construction approach as a reference.
Using only the BMC elements would not allow us to define a Service-Dominant
Business Model, because what the BMC conceptualizes is a traditional business model
concept. For this reason, besides the BMC elements, we use elements of the ServiceDominant Strategy for constructing our SDBM artifact. We use the elements of the
Alpha version of the Service-Dominant Strategy, because it contains the inhering theory of doing business with a Service-Dominant perspective. We use the Alpha version instead of the Beta version of the Service-Dominant Strategy, because from the
academic point of view, this artifact is the most explicit and closely linked with the
theory. In the Beta version of the Service-Dominant Strategy, the elements are hidden, renamed, and masked for the sake of enhancing the usability of the tool. Hence,
the Alpha artifact of the Service-Dominant Strategy is the appropriate choice for this
stage for constructing a Service-Dominant business model artifact.
By using the construction approach of the BMC, we construct pillars and elements
for defining a meta-model of the SDBM.
The construction process of the resulting meta-model, pillars and elements is
structured as follows:
1. Description of the construction process of our pillars (Section 5.2.1);
2. Application of the pillar construction process (5.2.2);
3. Description of the element construction process (Section 5.2.3);
4. Application of the element construction process (Section 5.2.4);
5. Representation of the resulting artifact (Section A);
6. Visualization of the resulting artifact (Section 5.2.5).
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Pillar Construction Process

The pillar identification approach used in the BMC defines four questions: What?
How? Who? and How much? These questions are useful for our pillar construction
process and for clustering the elements of the Service-Dominant Strategy.
We use the strategic elements of the Alpha artifact of the Service-Dominant strategy for identifying new pillars, because they provide a perspective on doing business
in a Service-Dominant way.
As shown in Figure 5.2, we confront the strategic elements with the questions
What? How? Who? and How much? These questions define four perspectives in
which the elements can be classified. This confrontation is made in order to achieve
an overall view of the perspectives of doing Business as defined in business models
that follow a Service-Dominant Strategy. These resulting pillars will guide our construction process of the elements of the tool.
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Figure 5.2: Visualization of the Pillar Construction Process
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5.2.2

Application of the Pillar Construction Process

In Figure 5.3, we illustrate the application of the pillar construction process described
in Section 5.2.1 (Figure 5.2).
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Figure 5.3: Visualization of the Pillar Construction Process Application

As a result of the clustering process, we have created the pillars of our SDBM:
Value Co-Creation, Co-Creation Management, Co-Creation Actors, and Benefits–Cost
Exchange. Each SDBM pillar is explained as follows:
Value Co-Creation Pillar: The first question for constructing a pillar is What? We
can reformulate the question as follows: What is the purpose of doing business by
88
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following a Service-Dominant Strategy? The element that matches this questions is
co-creation, because by following a Service-Dominant Strategy we do business for the
purpose of co-creating value. Then we define our first pillar as Value Co-Creation.
Co-Creation Management Pillar: The second question is How? We can reformulate
this question as follows: How do we do business by following a Service-Dominant
Strategy? In Service-Dominant businesses, we need to manage the relationships with
the actors participating in the co-creation of value in a bidirectional way as a producer
and consumer at the same time, and to make them participate actively by empowering
them. The value co-creation is inclusive by going beyond the boundaries of the company by establishing flexible borders for inclusion into the value co-creation. Hence,
we manage the value co-creation relationship with di↵erent actors. Secondly, the Service Flows between actors and its integration needs to bee managed. Hence, we define
as Co-Creation Management as our second pillar that answers the How question.
Co-Creation Actors: The third question is Who? We can reformulate this question
as follows: Who are the actors participating in the business by following a ServiceDominant Strategy?
By looking at the elements that match our question, we can identify the customer, partners and employees. We include the customer as an actor, because the
Service-Dominant Strategy and the Service-Dominant Logic aims at overcoming the
producer–consumer divide by employing an Actor-to-Actor (A2A) perspective emphasizing the heterogeneity of business entities. This A2A perceptive does not preestablish a defined label on who produces and who consumes, as do business-toconsumer categorizations. Such an A2A focus drives out the traditional manufacturing logic based on the linear process of value creation driven by the value chain
by aggregating the suppliers on the left and the customers on the right [156], [160].
Hence, we define Co-Creation Actors as our third pillar.
Benefits–Cost Exchange: The third question is How Much? We can reformulate the
question as follows: How much do the actors gain or incur by participating in the
business by following a Service-Dominant Strategy?
As shown in our fourth pillar of Figure 5.3, we matched the elements Ethical Mutual Benefits, Risk-based pricing, and Knowledge Sharing as the clustered elements
of this question. Firstly, the Ethical Mutual Benefits element addresses the benefits
for the actors involved in the value co-creation. Secondly, the Knowledge Sharing element suggests the exchange of benefits that are beyond the financial ones. Thirdly,
the Risk-based pricing element considers establishing a price for the financial benefits. However, to establish a price, we need to consider the costs. Hence we define the
fourth pillar as Benefits–Cost Exchange.
In Table 5.2, we compare the focus of the BMC versus that of the SDBM. The adoption of the Service-Dominant strategy a↵ects the business model layer by changing
the focus from Product to Value Co-Creation, from Customers to Co-Creation Actors,
from Infrastructure Management to Co-Creation Management, and from Financial
Aspects to the Exchange of Benefits and Costs.
The four pillars of the SDBM facilitate the element construction process by providing a guideline. These questions are presented in Table 5.3.
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Pillar
question
BMC
SDBM

What?

Who?

How?

Product

Customer
Interface
Co-Creation
Actors

Infrastructure
Management
Co-Creation
Management

Value
Creation

Co-

How
much?
Financial
Aspects
Benefits–
Costs
Exchange

Table 5.2: Comparison of the BMO and SDBM Pillars

SDBM Pillar
Value Co-Creation
Co-Creation Actors
Co-Creation
Management
Benefits–Cost Exchange

SDBM Pillar key question
What are we co-creating ?
Who are the actors participating in the value cocreation?
How do the actors participate in the value cocreation?
How much cost and benefits do the actors obtain or
incur within the value co-creation?

Table 5.3: Key questions for the Service Dominant Business Model Pillars

5.2.3

Element Construction Process

The goal of the SDBM element construction process is to obtain the elements for the
SDBM. To achieve this purpose, we confront the elements of the Alpha artifact of the
Service-Dominant Strategy with the elements of the BMC.
We use the BMC’s elements, because they represent how a business model is traditionally defined by academia and recognized by practitioners. However, we do not
use the relationships between the elements established by the BMC’s meta-model. In
this way, we can define our own meta-model by using the relationships established by
a Service-Dominant strategy rather than traditional value chain representations that
establish a producer and consumer divide.
The BMC defines a business model with nine elements or building blocks: Customer Segments, Value Propositions, Channels, Customer Relationships, Revenue
Streams, Key Resources, Key Activities, Key Partners, and Cost Structure. We confront
these elements with the elements of the Alpha artifact Service-Dominant Strategy for
defining our Service-Dominant Business Model elements.
The SDBM element construction process is described by the following steps:
1. Use the elements of the BMC as input;
2. Match the BMC elements with each SDBM Pillar;
3. Confront the matched elements with the clustered elements of the ServiceDominant Strategy Alpha artifact;
4. Identify and define the SDBM element.
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Application of the Element Construction Process

We apply the described element construction process for each SDBM Pillar of the
alpha artifact as follows:
Value Co-Creation Pillar:
As shown in Figure 5.4, the BMC element that matches the Why question is Value
Proposition. The result of confronting this BMC element with the strategic elements is
the new element, Value Co-Creation Proposition. We describe this element as follows:

Match

Business&Model&Canvas&Elements&

SDBM%Pillar%Value%Co0crea2on:%
What&are&we&&Value&Co)crea+ng?&

Matched&Business&Model&Canvas&Elements&

Confront

Value&&
Proposi+on&

Clustered&Service)Dominant&Strategy&&Alpha&Ar+fact&Elements&

Value&Co)crea+on&SDBM&Elements&
Value&co)crea+on&
proposi+on&
Figure 5.4: SDBM Service pillar elements
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Value Proposition Co-Creation: This element is identified by confronting the
Value Proposition element of the BMC with the co-creation element of the ServiceDominant Strategy Alpha artifact. From the traditional BMC, a value proposition is
what the focal organization o↵ers to the customer. However, the co-creation elements
emphasize that value co-creation should be interactional and participatory. As the
result of the confrontation, we have the value co-creation proposition.
Based on this confrontation, we define the value co-creation element as follows:
The Value Co-Creation Proposition element defines what is the proposed co-creation
of value in terms of the solution to the customer’s problem.
Co-Creation Actors Pillar:
As shown in Figure 5.5, the BMC elements that match the Co-Creation Actors pillar
are Customer Segments and Key Partners. These elements are related to who participates in the business model. Moreover, after we confront these elements with the
Service-Dominant Strategy elements, we have the following resulting elements: Customers, Partners, and Company.
Customers: The customer element is identified by confronting the Customer Segments element with the strategic element: Customers. Hence, we define the Customer
element by integrating the Service-Dominant strategy perspective as follows:
The Customer element defines the role of the co-creation actor as a customer that
participates actively in the solution or experience.
Partners: Partners are a key component of the business model concept. By confronting the Key Partner element of the BMC with the Partner element of the ServiceDominant Strategy we have the common Partner element for the SDBM. The Partner
element is designed for identifying who are the partners that are participating in the
business model.
Based on this confrontation, we define the Partner element as follows:
The Partner element defines the role of co-creation actor as a partner that participates
actively in the solution or experience.
Company: By confronting the Key Partners element with the Employees element,
we have the resulting new element: Company. We use the company instead of the
company’s employees, because this provides a higher level role for representing the
actions of the organization in interacting with the partners and customers.
Based on this confrontation, we define the Company element as follows:
The Company element defines the role of co-creation actor as a Company that sets the
business model structure and participates actively in the solution or experience.
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Figure 5.5: The Process of the Service-Dominant Business Model Elements

Co-Creation Management Pillar:
As shown in Figure 5.6, the BMC elements that match the How questions are Key
Activities, Key Resources and Customer Relationships. By confronting these elements
with the Service-Dominant Strategy elements, we have two resulting elements: CoCreation Activities and Co-Creation Interaction.
Co-Creation Activities: We identify the co-creation activities by confronting the key
activity element from the BMC with the strategic elements of Service Flows, Knowledge Sharing, and Service Integration.
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Figure 5.6: The Service-Dominant Business Model Elements process for the Co-Creation Management pillar

The Service-Dominant Strategy emphasizes a focus on activities or “doing business” rather than focusing on just goods. The term “activity” brings a more general
approach for determining the actions performed by each actor, such as Service Flows,
Knowledge Sharing, and Service Integration. However, these activities are carried
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out in collaboration with other actors. Hence, we conceptualize these collaborative
activities between di↵erent actors as Co-Creation activities.
Based on this confrontation, we define the element as follows: The Co-Creation
activity element defines the activities that each actor performs in the business for achieving
the co-creation of value.
Co-Creation Interactions: We identify the Co-Creation Interaction element by the
confrontation of the Channels and Customer Relationships elements of the BMC with
strategic elements such as Co-Production, Empowerment, Bidirectional, and Contextually Individuated.
In the construction of the BMC, the Customer Relationship was conceived of for
promoting the company’s value proposition to the customer. However, the relationships in Service-Dominant Businesses are bidirectional. Hence, we need to define
how to represent a bidirectional and empowered interaction as the value proposition
from the customer to the company, besides just the value proposition from the company to the customer. A co-creation interaction enables the actor to co-produce and
participate in the business in an individuated context.
Based on this confrontation, we define the element as follows: The Co-Creation
Interaction element defines a value proposition to co-create value with a co-creation actor
in a solution for the benefit of the same or another actor(s) within the ecosystem.
The co-creation interaction is part of the total defined solution or experience. The
benefits enabled by a co-creation interaction can be for the same actor or for other
actors. These e↵ects between actors are known respectively in the management literature as Cross-side network e↵ect and Same-side network e↵ects [45].
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Benefits–Costs Sharing Pillar:
As shown in Figure 5.7, the matching elements to the How much question are the Cost
Structure and Revenue stream elements from the BMC. We confront these elements
with clustered elements of the Service-Dominant Strategy: Risk-based Pricing and
Ethical Mutual Benefits.
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Figure 5.7: SDBM Benefits–Costs Sharing Pillar
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Benefits: We identify the Benefits elements as the result of the confrontation between the Revenue Stream and Ethical Mutual Benefits elements. The Revenue
Stream focuses on a financial aspect to quantify the income. However, the gains
for an actor can be defined beyond the financial aspects, due to the inclusion of the
Ethical Mutual Benefits.
Based on this confrontation, we define the element as follows:
The Benefits element defines the financial and non-financial gains of the co-creation
actor participating in the value co-creation.
Costs: We identify the Costs elements as the result of a confrontation between the
Cost Structure and the Risk-based Pricing elements.
Cost Structure focuses on financial expenses that an actors incurs. But the costs
for an actor can be defined beyond the financial aspects, by the consideration of risks
in the pricing, which bo beyond financial measures.
Based on this confrontation, we define the element as follows:
The Cost element defines the financial and non-financial expenses of the co-creation
actor participating in the value co-creation.
A complete specification of the elements defined as the BMC is presented in Appendix A. In Table 5.4, we show the SDBM pillars with the associated questions for
each of its elements.
SDBM Pillar
Value
CoCreation
Co-Creation
Actors

Co-Creation
Management
Benefits–
Costs
Exchange

SDBM element
Value Co-Creation
proposition
Customer

SDBM Element key question
What are is value co-creation propositions?
Who is the customer?

Partner
Company
Co-Creation Activities
Co-Creation Interaction
Benefits (Financial
and non-financial)

Who is our partner?
Who is the focal company?
What are the activities related to
each actor?
How each actor interacts for the cocreation of value propositions?
What are the financial benefits for
each actor?
What are the nonfinancial benefits for each actor?
What are the financial costs for each
actor? What are the non-financial
costs for each actor?

Costs
(Financial
and non-financial)

Table 5.4: Key questions for Service Dominant Business Model Elements

By analyzing the role of the questions defined at the pillar level in Table 5.3 and
at the element level in Table 5.4, we notice an overlap between the specific goals
of the elements and the clustering role of the pillar. In this section we define the
Customer and Partner as specific roles for the value co-creation actors. However, in
defining the relationships between the elements in the meta-model shown in Figure
97
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5.8, it makes sense to use value co-creation actor in the meta-model for facilitating its
representation.
The resulting meta-model that describes the relationships of the SDBM elements
is presented in Figure 5.8.
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Figure 5.8: SDBM Alpha Artifact Meta-model
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Visualizing the Service-Dominant Business Model as a Radar

In this section, we discuss how to visualize the elements identified in the meta-model,
shown in Figure 5.8 (Section 5.2), via a tool suitable for designing Service-Dominant
Business Models by business practitioners.
Visualization Approach: In Figure 5.9, we illustrate Porter’s value chain [127] and
in Figure 5.10 we illustrate the influences of the value chain in the linear approach
followed in the business model canvas representation.
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Figure 5.9: Porter’s Value Chain

As illustrated by the bottom arrow in Figure 5.10, the linear structure of the value
chain emphasizes the value flow moving from the company towards the customer. In
the linear approach of the business model canvas, the cost is represented on the left
side and the revenue on the right side. This approach is right for value-chain based
business models, where the product is targeted to a customer segment. This structure
does not let us explore business scenarios where customers play both a consumer role
and a producer role.
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Figure 5.10: The Value Chain Approach of the Business Model Canvas Visualization

In visualizing the Service-Dominant Business Model we depart from the value
chain approach and move towards the value network approach. Value networks are
usually represented with nodes and arrows [18]. However, this representation does
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not have a structure that guides the user in the design process. The lack of boundaries
to represent specific nodes can lead to an increased complexity facing the users (like
in e3value [55]).
In Figure 5.11, we present one structured visualization approach that uses concentric circles to represent specific nodes in the value network . Here, the concentric
circles represent di↵erent aspects.
Providers
Company

5

Customers

2

1

4
3

Figure 5.11: The Value Network Approach of the Service Dominant Business Model

Our Service-Dominant Business Model requires a network representation and, as
requested by business practitioners: “the simplicity of use of the BMC.” The strength
of the BMC is in its having di↵erent areas where the users can represent the values
inside the rectangles in the value chain. These areas are useful to guide the user
in the design or analysis of a business model. In our approach, we can use concentric circles to represent areas of the network where users can represent values in a
guided manner. However, we do not use the nodes and arrows approach since business practitioners find this approach too complex. Instead of nodes and arrows, our
visualization approach uses pie slices to guide the users in the business model design.
Visualizing the Service-Dominant Business Model: We use the relationships established in the meta-model of the Service-Dominant Business Model Alpha Artifact,
presented in Figure 5.12, for defining the visual representation as concentric circles.
The nesting order of the Service-Dominant Business Model Alpha artifact is given
by the central aspect on the value co-creation pillar and its element: the value cocreation proposition. We chose this aspect as the center to emphasize the focus on
what we are co-creating. A clear definition of the goal of the business model will lead
to better defining the remaining elements of our tool in the business design process.
The second inner circle represents the co-creation management that represents how
the value co-creation proposition is achieved. The value co-creation management is
divided by a dotted line to represent its two elements: co-creation interactions and cocreation activities. We place the co-creation interaction closer to the center, because
it relates directly to what the actors provide the value co-creation. The co-creation
activities are placed afterwards, being next to the remaining pillars. The Benefits–
Costs Exchange Pillar is placed in between the Co-Creation Management and Co100
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Figure 5.12: Service Dominant Business Model representation from Alpha meta-model

Creation Actors pillars to relate the exchange of Benefits–Cost to the Co-Creation
Actors driven by focusing on the Co-Creation Management.

5.3

Relating Building, Intervention and Evaluation of
Stage 2 with Reflection and Learning of Stage 3 for
the Alpha artifact

In this section, we follow the ADR method that relates Stage 2 with Stage 3. As defined
in ADR, the Building, Intervention and Evaluation (Stage 2) is carried out in parallel
with the Reflection and Learning (Stage 3). Until now, we have focused on the Alpha
artifact building process. In this section, we describe the remaining aspects of Stage 2
(intervention and evaluation) and the aspects of Stage 3 (reflection and learning).
In the Building, Intervention and Learning of the Alpha artifact we worked with
the business practitioners of the ADR team, where the business practitioners acted as
the end-users.
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Alpha artifact intervention with practitioners: By following the building, intervention and evaluation process defined in Figure 1.5, we started our first intervention
in the organization by presenting the Alpha version of the SDBM to the ADR team.
The adoption of the SDBM tool on the part of practitioners is critical for the further
development of the artifact. The intervention was conducted by a researcher and
took place during a one-hour ADR-team working session. The researcher presented
the Alpha artifact by explaining how the tool can be used by following a well known
illustrative scenario.
During these working sessions, we discussed representation and language aspects
that could facilitate the design process:
1. At the beginning, the practitioners were not supportive of representing a business model as a circle, rather than a rectangle (their dominant perspective).
However, when we explained the reasons for these decisions, they embraced
this representation approach.
2. We decided to place the actors on the outside to facilitate the design process.
In our case, the circle representation helps focus on a co-creation approach to
business models by conceptualizing a non-linear way of doing business and with
an Actor-to-Actor approach.
3. The positioning of the partners, customers, and company elements in a fixed
manner does not seem to work well. We decided to use the co-creation actors
as a generic role: each actor can be positioned freely and should be able to be
assigned a role in the diagram if required.
4. The pillars can be used for giving an overview and explanation of the tool. However, in the design of the SDBM, we need to choose the right level of detail.
5. By analyzing our pillars and categories, we have four pillars and eight elements.
Some pillars, such as the value co-creation pillar, contain only one element. We
do not want to increase the complexity needlessly. Then we chose the right level
of granularity between the pillars and the elements, depending on the function
of the element. We defined our model with the elements of the SDBM rather
than the pillars, with the exception of the co-creation actors, because the elements facilitate first focusing on the actors and then defining what kind of
actors they are.
Alpha artifact evaluation with practitioners: Evaluating our intervention with the
Alpha version of the artifact, we can say that the artifact’s focus on the value network
and co-creation was insightful for the business practitioners.
We learned about being flexible as to the number of actors represented in the tool.
Thanks to the focus on the value co-creation and the value network, the business
practitioners started to think in terms of collaboration with other partners and the
customer at the business model level. Furthermore, we can say that collaboration
is a key aspect of the theory of Service-Dominant Strategy. However, it seems more
appropriate to focus on these aspects at the business level rather than at the strategy
level, due to a more mature understanding by the business practitioners.
We classified the internal evaluation received by the practitioners of the ADR
team, using four aspects: Complexity, Understandability, Applicability and Alignment.
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The complexity aspect relates to the number of elements of the tool. We formulated the following question for this stage: Is the number of elements appropriate
for a business model design session? We found that our representation of the eight
elements worked well within the defined four pillars.
The understandability aspect relates to the clarity of the presented concept to business practitioners. The understandability criteria is evaluated high if the practitioner
was able to understand the concept right away without any complaint or remark;
medium if the practitioner was able to understand and use the element, but required
a clarification from the researcher during the session; low if after the explanation the
concept was poorly understood by more than one practitioner.
The applicability aspect evaluates the role of the element in helping business practitioners to design a Service-Dominant Business Model. The applicability criteria is
evaluated high if the practitioners were able to fill in the element according to the concept’s meaning, medium if the practitioners filled in the element, but not in line with
its intended meaning, and low if the practitioners were unable to fill in the concept in
the Service-Dominant Business Model.
The alignment element evaluates the relationships between the Service-Dominant
business model elements with the Service-Dominant strategy elements of the Beta
artifact for facilitating the transition between these two artifacts to the practitioners
using the tool. The alignment is evaluated high if the practitioners were able to relate
the business concept with the strategy, medium if the practitioners were able to relate
the concept but without any explicit link with the strategy, and low if the practitioners
were unable to associate the business model concept with the strategy.
Table 5.5, presents the evaluation of each concept in the tool in terms of understandability, applicability and alignment.
Type
Category
Category
Category

Name
Value Co-Creation
Co-Creation Actors
Co-Creation Management
Category Benefits–Costs
Exchange
Element Value Co-Creation
Proposition
Element Customer
Element Partners
Element Company
Element Co-Creation Activities
Element Co-Creation Interaction
Element Costs
Element Benefits

Understandability
medium
medium
medium

Applicability
low
high
low

Alignment
high
high
high

medium

low

low

medium

high

medium

high
high
high
high

high
high
high
high

high
medium
medium
medium

low

low

low

high
high

high
high

Medium
Medium

Table 5.5: Evaluation of Usability, Understandability. Applicability for the concepts of the Alpha artifact
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Reflecting and Learning about the Alpha Artifact: From what we learned by using
the Alpha artifact, we can assert the following, after some reflection:
1. The practitioners wanted a better alignment with the Beta artifact of the ServiceDominant Strategy so that the strategy will improve the the overall usability of
our framework as a set of tools. The practitioners suggested that Clear names are
required to avoid any confusion, and to guide the users in the Service-Dominant
business model design.
2. The chosen shape to represent the Service-Dominant Business Model works better than practitioners expected. The practitioners wanted to follow a rectangular representation approach before the test. However, after working with the
tool they realized the value of having a circular representation due to the cocreation focus.
3. The Co-Creation interaction element did not communicate well the interactions
of the actors within the network. Moreover, there is no relationship of the strategy element with the interactions. To avoid confusion and to enhance the usability of the element, a redefinition of the element is needed.

5.4

Building Service-Dominant Business Model Beta
Artifact

The feedback received from the users in the evaluation of the Alpha artifact can be
synthesized around two main points. The first one relates to the alignment aspect of
our evaluation, whereas the second one relates to the remaining aspects: applicability
and understandability.
The key insights obtained from the evaluation are described as follows:
1. The value co-creation element can be defined as a solution for making clear the
approach of the Service-Dominant Business Model.
2. The Co-Creation Interaction element can be confusing when used with the strategy canvas.
3. The design process works well when we first ask about the value co-creation
proposition and then about the actors involved. However, a better alignment
with the naming of the roles is required.

5.4.1

Implementing the insights into the Beta artifact

In the Service-Dominant Business Model Beta artifact, we enhance the tool by making
changes to the Alpha artifact. These changes from SDBM Alpha to SDBM Beta are
based on the previously identified insights, and are illustrated in Figure 5.13.
Elements of the Value Co-Creation Pillar: We changed the name of the Value CoCreation proposition to “solution.” “Solution” better reflects the goal of solving the
customer’s problem. Moreover, during our work in the development of the S-D Strategy artifacts, we emphasized the shift towards a solution that we are co-creating with
the customers and partners. Hence, we decided, together with the ADR team, to use
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Figure 5.13: SDBM Alpha to Beta Elements

the term “solution” that can be associated with the defined experience at the strategy
level.
The Solution element defines what is the proposed co-creation of value in terms of the
solution to the customer’s problem or to the customer’s experience.
Elements of the Co-Creation Actors Pillar: The Company element formed in the
SDBM Alpha artifact is renamed “Focal Organization” for consistency with the final
S-D Strategy artifact and to emphasize the focus on the company within the business
model.
The Focal Organization element defines the role of a co-creation actor as a Focal
Organization that proposes the business model and participates actively in the solution or
experience.
The partners are further classified into Core Partners and Enriching Partners, to
make the business model design process consistent with the strategy design process
by using the final Service-Dominant Strategy tool: the Beta artifact. The Core Partner
and Enriching Partner elements are aligned with the Beta artifact Service-Dominant
Strategy by using the same nomenclature. We define them as follows:
The Core Partner element defines the role of the co-creation actor as a partner that
participates actively in the core of the solution or experience.
The Enriching Partner element defines the role of the co-creation actor as a partner
that participates actively in enriching the solution or experience.
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Elements of the Co-Creation Management Pillar: Co-Creation Activities and Networked Value Propositions. The Co-Creation Interaction element is changed to
Networked Value proposition. This change was made to emphasize that in ecosystems, the actors interact through value propositions [160]. Moreover, the networked
value propositions are what each actor delivers to the ecosystem. This can be thought
of as a network e↵ect, where the value proposition of one actor enhances the overall
value for the same or another group of actors [45]. The updated element is presented
and defined as follows:
The Networked Value Proposition element defines a value proposition to co-create
value by a co-creation actor in a solution for the benefit of the same or another actor within
the ecosystem.
We classify this element within the How question, because this helps the users
of the tool identify how each actor interacts and participates in the value network.
The What question is related to “What are we co-creating?” The networked value
proposition is “How is this being achieved by the collaboration of the actors?”
Elements of the Benefits–Costs Exchange Pillar: Financial and Non-Financial
Costs and Financial and Non-Financial Benefits. We keep the Benefits and Costs
as elements. Inside these elements, the user of the tool can define a financial or
non-financial value for each of these two elements.
The representation of the updated elements following the BMC element representation is given in detail in Appendix B. In Table 5.6, we present the resulting modified
elements and their associated questions for the Beta artifact. This set of questions can
be used for the design process of the business model. The updated meta-model for
the beta artifact is presented in Figure 5.14.
In Section 5.4.2, we construct a visual representation of the Beta artifact that complements the set of questions by using the defined meta-model.
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SDBM Beta Element’s questions
What is the solution that are we cocreating?
Who are the Focal Organization actors that
orchestrate the value co-creation?
Who are the Customer actors participating
in the value co-creation?
Who are the Core Partners participating in
the value co-creation?
Who are the Enriching Partners participating in the value co-creation?
What are the activities related with each
actor?
What is the value proposition of the Actor for the value co-creation? Does the networked value proposition benefit the same
Actor or does it benefit other actors?
What are the financial benefits for each actor? What are the non-financial benefits
for each actor?
What are the financial costs for each actor?
What are the non-financial costs for each
actor?

Table 5.6: Key questions for Service-Dominant Business Model Elements of the Beta artifact

5.4.2

Representing the Beta Artifact of the Service-Dominant Business

In Figure 5.15, we show the updated visual representation of the SDBM tool. We
describe the representation shown in the figure from the center towards the outer
circles as follows: Firstly, at the center, we represent the goal of the business model—
the value co-creation proposition. Secondly, in the second circle, we represent the
Actors Networked Proposition for describing the network e↵ect of that actor in the
business model. Thirdly, in the third circle, we represent the value co-creation activities for modeling how each actor participates in the value co-creation proposition.
Finally, in the outer circle, we identify who are the actors that participate in the value
co-creation. These actors play di↵erent roles: Focal Organization, Customer, Core
Partner, and Enriching Partner. The Focal organization is the actor who defines the
value co-creation proposition. The customer actors are the actors that are the main
beneficiaries of the co-created value proposition. Core Partners are the actors that are
needed to o↵er the co-created value proposition to the customer. The Enriching Partners are the actors that complement the co-created value proposition by enhancing
it.
For the design of the Service-Dominant Business Model, we provide an empty
radar where each of the co-creation actors can be placed freely within the tool.
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Figure 5.14: SDBM Beta Artifact Meta-model

5.5

Relating the Building, Intervention and Evaluation
of Stage 2 with the Reflection and Learning of Stage
3 for the Beta artifact

The Building, Intervention and Learning of the Alpha artifact were obtained while
working with the business practitioners of the ADR team, where the executives of the
car leasing company acted as end-users.
Beta artifact intervention with users: We intervened in the organization with the
Beta version of the artifact in sessions with users involving two business executives
of the car-leasing company. The duration of the intervention session was two hours.
The session was guided by one researcher and one practitioner. Firstly, we explained
briefly the goal of the session; secondly, we asked the participants to design a ServiceDominant Business Model using our management tool.
The key insights obtained from the evaluation are described as follows:
1. The users were able to design a business model by using the SDBM Radar.
2. At first, the users defined the solution or experience as an “employee mobility
solution.” During the intervention with our tool, users firstly started to define
their customers as only the “employee” as the users of the solution. However,
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Figure 5.15: Service-Dominant Business Model Radar: Service-Dominant Business Model representation
from Beta meta-model

by identifying the financial benefit source, they were able to include the “company.”
3. The users defined seven Core Partners and no Enriching Partners.
4. The users did not have any problem identifying the Co-Creation Activities,
Costs and Benefits for each Co-Creation Actor.
5. The users did not have any problem or question about the circular shape of the
tool. Moreover, they liked the overview that provides the tool by focusing on all
the actors involved in the solution.
6. At the end of the session, we asked for their opinion about the tool. One manager said ”provides a bird’s eye view on your business.”
Beta artifact evaluation with users: We evaluated the Beta-version of the tool using
the aspects of complexity, understandability, applicability, and Alignment, as we did
for the Alpha version.
Regarding the complexity, the number of elements are appropriated for a business
design session of one hour. Regarding the understandability, the users were able to
comprehend easily all the elements presented in the tool. Regarding the applicability,
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the users were able to fill in all the elements without any issue. Regarding the alignment, the users were able to follow the elements as described in the Beta version of
the Service-Dominant Strategy.
Reflecting and Learning about the Beta Artifact: From what we learned by using
the Alpha artifact, we can assert, after some reflection, the following:
1. The granularity level of the elements works well with end users, because they
were able to complete the whole radar smoothly;
2. The SDBM Radar provides a good overview of the business being designed, because users can get an overview of how the collaboration of di↵erent business
actors is achieved;
3. The freedom to position the actors led the users to think more about the role of
a complementary actor and their strength in the overall business;
4. The freedom to place the customers on di↵erent sides around the center of value
co-creation helps in the visualization of the di↵erent sides of customer actors.
This allows overcoming the di↵erentiation of producer from consumer, thus allowing a customer to be represented as a “prosumer” (producer and consumer
at the same time), and hence allowing the design of multi-sided business models.
Formalization of the learning with the artifacts In this chapter, we presented the
development of a tool for designing a Service-Dominant Business Model. The resulting tool is the presented Beta artifact representation, and we refer to this tool as the
Service-Dominant Business Model Radar.
We do not need to generalize this tool, because it has already been based on academic theory and the class of problems that our artifact solves can occur in other
companies.
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5.6

Conclusions

In this chapter, we identified the Service-Dominant Business Model as the second
layer of our framework. As the implementation of this identification, we developed
an artifact for designing Service-Dominant Business Models by following a ServiceDominant Strategy. The artifact was developed by using ADR for balancing a strong
academic foundation with practical relevance.
We can define a Service-Dominant Business Model as a conceptual tool that contains a set of elements and their relationships and allows expressing the servicedominant business logic of a firm within a value network. It is a description of how the
actors of a value network co-create, share the costs and benefits, and interact through
networked value propositions.
Our tool provides an overview of how a Business Model of a Focal Organization
can be designed in a network structure. Moreover, the tool enables the Focal Organization to analyze the network e↵ects between the di↵erent actors that take place in
the business model.
The Service-Dominant Business Model has, in common with the network-centric
business model approaches, a value network focus. This is not a coincidence, because
the Service-Dominant Logic uses network theory as one of its foundations. However,
the Service-Dominant Business goes beyond network theory by defining the valuein-use as “solutions” and involves the network actors as active participants in the
process of value co-creation and sharing. Moreover, the Service-Dominant Business
Model has a clear focus on co-creation activities and how these activities can deliver
a value proposition from the actors to the co-created value.
By now, in this chapter, we have developed artifacts for designing a ServiceDominant Strategy and Service-Dominant Business Models. However, we still need
to define the tools for specifying the Business Services and the Business Service Compositions. In Chapter 6, we will study the literature on these topics in order to specify
the last two layers of our framework.
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Chapter 6

Business Services and Business
Service Compositions
In this chapter we describe the Business Services and Business Service Compositions layers of the framework presented in Chapter 3. As shown in Figure 6.1, the Service Compositions and Business Services represent, respectively, the third and fourth
layers of our framework.

S-D Strategy

S-D Business Models

Business Service Compositions

Business Services

Figure 6.1: Service-Dominant Business Framework Layers

We work on the fourth layer first, because we need its outcome, the Business Services, to define the Business Compositions at the third layer.
This chapter is structured as follows: in Section 6.1, we discuss methods to describe, represent, identify and specify Business Services. In Section 6.2, we discuss
methods to describe, represent, identify, and specify Business Service Compositions.
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Business Services

This section is structured as follows: In Section 6.1.1, we define what is a Business
Service by looking at di↵erent definitions available in the literature. In Section 6.1.2,
we provide a way to represent a Business Service. In Section 6.1.3, we describe a
technique to identify Business Services. Eventually, in Section 6.1.4, we describe our
approach to specifying Business Services.

6.1.1

Defining Business Services

In Service Science, the vision of service takes a multidisciplinary perspective by integrating the vision of Service Oriented Architecture scholars and Service Marketing
Scholars [97].
In the Service Oriented Architecture (SOA) paradigm, the term Business Service is
used to distinguish the encapsulated business logic from the application logic encapsulated by Software Services. In SOA, Business Services can be implemented by Software Services, o↵ering the organization a closer Business–IT alignment [75]. However, they are conceptually di↵erent due to their focus on di↵erent levels: business
and software. In this dissertation, we concentrate our attention on Business Services
due to their relevancy within the business focus of our framework.
Business Services are a useful mechanism for business level standardization, modularization and specialization, by following the concept of “componentization” [135],
[110]. Componentization is a term that originates from the Service Component Architecture [134] for developing applications using Business Services as components,
that encapsulates business logic for creating new components. Componentization at
the business level lets organizations use Business Services as building blocks [63] of
their business. In Section 6.2, we show how selected building blocks are orchestrated
together to form a Business Service Composition, which addresses specific needs of
the customer.
In Table 6.1, we present a list of definitions of business service that we found in
the literature of Service-Oriented Architecture. In the first column, we assign an ID
to the definition; in the second column, we indicate the reference to the document
containing the Business Service definition; in the third column, we select the explicit
definition within the referenced document.
From the Business Service definitions presented in Table 6.1, we can say that a
Business Service defined in SOA encapsulates a Business functionality (ISD1), has
explicitly defined interfaces (ISD2), their functionality is aggregated (ISD3), hides
the internal implementation and o↵ers value to the environment where they are used
(ISD4), describes in an understandable manner a set of concrete services for providing
the business functionality (ISD5), can be used operationally within a Business Process
(ISD7), and, results in outcomes or benefits for the users (ISD8).
In Table 6.2, we present a list of definitions from prominent Service Marketing
Scholars that are aligned with the Service-Dominant Logic as presented in [155]. In
Service Marketing there is no distinction between a Business Service and a Service,
because in marketing a Service is defined only in the business context. In the first
column, we assign an ID to the definition; in the second column, we indicate the
reference to the document containing the Service definition; in the third column, we
select the explicit definition within the referenced document.
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ID
ISD1
ISD2

Reference
Hurwit et al.[70]
TOGAF [63]

ISD3

Rittgen [132]

ISD4

Lankhorst[78]

ISD5

Wu et al.[163]

ISD6

ITIL [115]

ISD7

Cauvet
and
Guzelian [27]

ISD8

Bask et al [15]

Definition of Business Service
“Logical encapsulation of a business function.”
“Supports business capabilities through an explicitly defined interface and is explicitly governed by
an organization.”
“The business service aggregate the set of operations
used by business processes, thus, provides the interface between business and informations systems.”
“A coherent piece of functionality that o↵ers added
value to the environment, independent the way this
functionality is realised internally.”
“Are user-understandable, business level reusable
services. They are an abstraction of a set of concrete services. Each service can fulfill certain business functionality.”
“A service that is delivered to business customers by
business units. For example, delivery of financial
services to customers of a bank, or goods to the customers of a retail store.”
“A business service is a piece of business process for
satisfying a business goal. Goal orientation, in specifying services, emphasizes service usage and customer satisfaction.”
“Are business activities that often result in intangible outcomes or benefits”

Table 6.1: Business Service Definitions in Service-Oriented Architecture

ID
Reference
SMD1 Lusch
and
Vargo[93], [143]
SMD2 Grönos [60]

Definition of Service
“The application of competences, for the benefit of
another”
“Processes consisting of a series of activities where
a number of di↵erent types of resources are used in
direct interaction with a customer, so that a solution
is found to a customers problem”

Table 6.2: Service definitions from Service Marketing aligned with the Service-Dominant logic

From Lusch and Vargo’s definition of service (SMD1 in Table 6.2), we can say that
a service is for the benefit of the user. Hence, a service should deliver value-in-use.
It is important to note that in the Service-Dominant Logic, service uses the singular
term instead of the plural. As noted by Lusch and Vargo, the term service reflects the
process of doing something beneficial for and in conjunction with some entity. From
the definition made by Grönos (SMD2), we can say that a service is defined as a series
of activities for bringing a solution to the customer problem.
For defining a Business Service, we integrate our finding from the SOA and Service
Marketing perspectives. While the definitions from Service Marketing use a processoriented approach of combining activities for solving a customer’s problem, the busi115
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ness service in SOA is related with only one of such activities participating in the
solution. Hence, we define a business service as a part of the service process, instead
of the whole service process. This is explained by the component-based approach of
SOA for defining the capabilities of the enterprise. The process view of Service Marketing will become helpful for defining a business service composition as described
in Section 6.2.1.
Following from the above analysis, we finally define a Business Service as follows:
A Business Service is an encapsulated business functionality that brings value-in-use for
the customer through interaction with the customer. The interaction between the Business
Service and the customer is achieved by a well defined input and output.
In defining a Business Service, we keep the focus on the business functionality
and customer interaction for the following reasons: firstly we focus on the business
functionality for defining what the company needs to do internally at a high level of
abstraction for bringing benefits to the customer. Moreover, this functionality encapsulates complex internal operations that are more relevant for the business service
owner rather than the business service users. The business functionality is what the
business service owner proposes to the customer for using the business service. Secondly, we focus on the interactions with the customer, because in this way we can
define how the value-in-use is achieved by the customer. The value-in-use depends
on the customer and how the customer uses the proposed business service.

6.1.2

Representing Business Services

In this section, we propose a technique for representing the Business Services defined
in Section 6.1.1. Our representation facilitates the specification of business services
in two ways. Firstly, it facilitates the detailed definition of how the business services
are accessed by the customer and what are the outcome from them for the customer.
Secondly, it facilitates the specification of the Business Functionality required for providing an operational perspective. Our representation of business service will in fact
be instrumental in the representation of business service compositions as a combined
functionality[110] (Section 6.2.2).
We model a Business Service using the following elements: Business Service Name,
Business Service Input, Business Service Functionality, and Business Service Output. We
define these three elements of a business service as follows:
Firstly, the Business Service Name is used for briefly describing the business service. Secondly, the Business Service Input specifies the required incoming interaction
from the customer for enacting the Business Service. This input can be associated
with a required customer action that can be captured as the input of the Business
Service. Thirdly, the Business Service Functionality defines what the Business Service
does. The functionality of a Business Service is instrumental in achieving operational
goals [110]. Finally, the Business Service Output specifies the outcome of the Business
Service for the customer.
In Figure 6.2, we illustrate a Business Service by representing it as a rounded rectangle. Within the rounded rectangle, at the top we have the Business Service Name.
Below the Business Service Name, we represent as rectangles the Business Service
Input, Business Service Functionality, and the Business Service Output.
For instance, a travel company can provide a customized traveling Business Service. As shown in Figure 6.3, this Business Service can be specified with the Busi116
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Business Service
Business Service Input
Business Service Functionality
Business Service Output
Figure 6.2: Business Services

Customized Traveling
Business Service
Customer's Traveling preferences,
Customer's Destination

Arrange Customer's trip
Customer's travel description
Figure 6.3: Customized Traveling Business Service

ness Service Name. The customer’s traveling preferences and ’s traveling destination
are the Business Service Input. Arranging the customer’s travel is the Business Service
Functionality. The customer’s travel description is the Business Service Output.
The granularity of a Business Service is determined by the scope of its functionality. In SOA, due to the emphasis on high-level abstractions, most practitioners recommend using coarse-grained business services, for instance travel booking instead
of flight booking. Coarse granularity is more related to business services, while fine
granularity tend to be associated with technical (software) services. For instance, in a
cloud storage business service, fine-grained functionality is associated with the technical implementation, e.g., “upload file,” “update file,” or “delete file.” By choosing a
fine granularity for business services, we might end up in a scenario with an excessive
number of business services [46].
Coarse granularity reduces the need for maintaining a large number of business
services. However, there is an inverse relationship between granularity and reusability, as the potential of reuse diminishes when the scope of the functionality is increased. For instance, the functionality “upload file” is more reusable across di↵erent
business contexts than is “travel booking” [51]. Overall, determining the appropriate granularity for the business services requires deep domain- and context-specific
knowledge on the part of the business analyst/designer.
Specifications of Business Services can be collected within repositories [48], which
we call Business Service Catalogues. Business Service Catalogues are repositories that
capture the required Business Services of a business organization [63]. Within Business Service Catalogues, we can further organize Business services in subsets referring
to the most relevant areas of business capabilities that can be owned and governed
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Business Services
Catalogue

independently within the organization [48]. We call these subsets Business Services
Domains.

Business Service Domain A

Business Service 2

Business Service Domain B

Business Service 1

Business Service 3

Business Service 2 Input

Business Service 1 Input

Business Service 3 Input

Business Service 2 Functionality

Business Service 1 Functionality

Business Service 3 Functionality

Business Service 2 Output

Business Service 1 Output

Business Service 3 Output

Figure 6.4: Conceptual Business Catalogue

In Figure 6.4, we illustrate a Business Service Catalogue containing Business Services within Business Service Domains. The Business Service Catalogue is represented
as a rectangle, where the Business Services are contained. The dotted-line rounded
rectangles represent the Business Service Domains within the Business Service Catalogue. For instance, within the traveling experience context, we can have Business
Service Domains such as the Traveling Options Business Domain, and the Customer’s
Profiling Business Service Domain. The Customized Traveling Business Service can
be placed under the Customer’s Profiling to cluster the Business Services that bring a
customized experience to the customer.

6.1.3

Identification of Business Services

In Chapter 4, we developed a management tool for defining a Service-Dominant Strategy. By using this tool, we defined strategic services that are part of the experience
that we want to deliver to the customers. This first identification can be used as a
foundation for specifying Business Services. This approach to Business Services Identification is illustrated in Figure 6.5 by the arrow that starts from the top layer and
goes towards the bottom layer of the pyramid.
The Business Services are identified from the strategic level, because in the
Service-Dominant strategy we define the strategic services that are needed by the
organization for delivering the defined experience to the defined customers through
di↵erent kinds of interactions.
The identified business services from the strategy level are used as the building
blocks of the organization. In line with our Business Services definition, a building
block, as defined in [63], is a well defined package of functionality. As presented
in Section 6.2, a Business Service acting as a building block may interoperate with
other building blocks for constructing the solution to a bigger problem. Building
blocks of a business should not change often, because they reflect core competences
developed by the company. Hence, they are defined to fulfill long term objectives in
the organization for the benefit of the customer.
In other words, we consider business services as the building blocks of a ServiceDominant business. Therefore, business services should be identified based on the
long term objectives of the company, i.e., its (Service-Dominant) strategy.
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Business Services Identification

S-D Strategy

S-D Business Models

Business Service Compositions

Business Services
Figure 6.5: Business Services Identification

Nowadays, business models need to be adapted to changes in the market. These
changes can be addressed by combining the building blocks of the organization in
novel ways. In our model, our ability to change will be determined at the strategic level and reflected in possible changes in the business model due to the reconfiguration of its underlying building blocks.
Hence, adaptation to changes in the market and customer behavior are captured
through changing business models and ecosystems. These will be operationalized in
terms of the compositions of the identified business services.
In Figure 6.6, we sketch our method of identifying Business Services by mapping the services defined in the Service-Dominant Strategy to the Business Service
Catalogue. We focus our identification on the Service Ecosystem category from the
Service-Dominant Strategy, because it is focused on determining the services needed
for supporting the development of the defined value-in-use within the Strategy.
Within the Service Ecosystem category, we use the elements of Core Services, Focal
Organization, and Enriching Services, to start the business service identification process. From each of these elements we select the identified services into the Business
Service Catalogue. For the cases of selecting the services defined from Core Services
and Enriching Services, we take them directly into the Business Service Catalogue.
In the case of the Focal Organization element, we identify as business services the
activities defined for supporting the role of the focal organization within the service ecosystem. For instance, if the role of the focal organization could be defined
as the provision of customized travel destinations, we should translate this into a
Customized travel destinations business service.
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Service-Dominant Strategy
Value-in-use
Customer

Experience

Interactions
How do we interact
with the customer?

What is the
experience that we
want to deliver to
the customer?

Who is the customer?

Service Ecosystem
Core Services
What are the
core services?

Focal Organization
What role do we
want to play into the
ecosystem?

Core Partners

Enriching Services
What are the
enriching services?

Enriching Partners
Who are the
enriching partners?

Who are the
core partners?

Collaboration Management
Core Relationships

Enriching Relationships

How do we manage our core
relationships?

Business Services
Catalogue

How do we manage our enriching
relationships?

Figure 6.6: Identifying Business Services from the Service-Dominant Strategy for building a Business Service Catalogue

After the Business Services are identified from the Service-Dominant Strategy and
placed into the Business Service Catalogue, we can cluster the business services into
Business Service Domains. This clustering is illustrated in Figure 6.7. At the top of the
figure, we have the Business Service Catalogue with the Business Services identified
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Figure 6.7: Clustering Business Services into Business Domains

in the Service-Dominant Strategy. At the bottom of the figure, we illustrate the result
of the clustering into domains by grouping the business services related with a major
area of business capabilities.
In summary, our method for identifying Business Services can be enumerated as
follows:
1. Core Services to Business Services: In this step, we identify the Core Services from
the Service-Dominant Strategy within the Business Service Catalogue. We use
the same name as the core service for each Business Service stored into the Business Service Catalogue.
2. Enriching Services to Business Services: In this step we identify the Enriching
Services from the Service-Dominant Strategy. We use the same name as the core
for each Business Service stored into the Business Service Catalogue.
3. Focal Organization’s role to Business Services: In this step we translate the role of
the organization into Business Services. The translation is done by identifying
the statements that describes the value-in-use to the defined customers.
4. Business Service Clustering: In this step we organize the identified business services into major areas of capabilities.
5. Business Services Specifying: In this step we specify each Business Service by
using the identified service name as the Business Service Name. The further
specification of the Business Service as Business Service Input, Business Service
Functionality, or Business Service Output, should be supported by Business Domain experts.
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In the following, we apply our method for identifying Business Services to the
illustrative case of Spotify 1 .
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Figure 6.8: Identifying Business Services from Spotify’s Service-Dominant Strategy

1. Core Services to Business Services: In this step we identify the Core Services from
the Service-Dominant Strategy within Spotify’s Business Service Catalogue. In
Figure 6.8, we illustrate this identification by three arrows that start from the
core service elements: advertising streaming, advertising display, and music
1 http://www.spotify.com
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content acquisition. We use the same names as the identified core for each Business Service stored into the Business Service Catalogue.
2. Enriching Services to Business Services: In this step we identify the Enriching
Services from the Service-Dominant Strategy within Spotify’s Business Service
Catalogue. In Figure 6.8, we illustrate this identification by two arrows that
start from the Enriching Services elements: Music applications and Connected
Hardware Management and Music Applications Management. We use the same
names as the identified core for each Business Service stored into the Business
Service Catalogue.

Business Services
Catalogue

3. Focal Organization’s role to Business Services: In this step we translate the role
of Spotify into Business Services. The translation is done by analyzing the following statement describing their role in the ecosystem: “provides a streaming
music service with playlist management.” From this statement, we can recognize two activities: playlist management and music streaming.
4. Business Service Clustering: In this step we organize the identified business services in steps one, two and three, into clusters by major areas of capabilities.
This clustering is shown in Figure 6.9. At the top of the figure we have Spotify’s
Business Service Catalogue with the identified Business Services and at the bottom of the figure we have the Business Services clustered into three Business
Service Domains: Music Management, Advertising Delivery, and Application
Development.
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Figure 6.9: Clustering Business Services into Business Domains from Spotify’s Business Services Catalogue
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6.1.4

Specifying Business Services

Business Services
Catalogue

Business Services can be specified at various levels of detail, depending on what stage
of specification has been reached [63]. Until now, we have identified the Business
Services by specifying just their name. In this stage, we further specify Business Services by using the remaining three elements of our business service representation
presented in Section 6.1.2: Business Service Input, Business Service Functionality, and
Business Service Output.

Business Service Domain A

Business
Service 2

Business Service Domain B

Business
Service 1

Business
Service 3

Business
Services
Specification

Business Services
Catalogue

Business Service Domain A

Business Service 2

Business Service Domain B

Business Service 1

Business Service 3

Business Service 2 Input

Business Service 1 Input

Business Service 3 Input

Business Service 2 Functionality

Business Service 1 Functionality

Business Service 3 Functionality

Business Service 2 Output

Business Service 1 Output

Business Service 3 Output

Figure 6.10: Specifying Business Services

As shown in Figure 6.10, we illustrate the result of specifying Business Services as
the rectangle at the bottom by using the identified Business Services form the ServiceDominant Strategy (Figure 6.7), represented as the rectangle at the top in the current
Figure.
Such a specification process is not trivial, as it requires knowledge from domain
experts from the organization for defining each element of the business service representation.
Since business service specification is based on domain-specific knowledge of
business experts, in this section we illustrate this step by example, i.e., the case of
Spotify.
In Figure 6.11, we present an updated Business Service Catalogue, represented by
the rectangle at the bottom, with the chosen Business Services representation referring to the Spotify example. We include the Business Catalogue with the identified
Business Services from the Service-Dominant Strategy at the top of the figure as a
reference. We specify the business services identified in the Music Management, Advertising Delivery and External Development Business Service Domains as follows:
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Figure 6.11: Updated Business Service Catalogue

Within the Music Management Business Service Domain, represented as a rounded
rectangle with dotted lines at the left of the bottom rectangle shown in Figure 6.11,
we firstly specify the Music Content Acquisition Business Services by defining the
Song Name, Song Artist, and Record Label as the Business Service Input, Acquire
Song as the Business Service Functionality, and Song License and Master Audio File
as the Business Service Output. Secondly, the Playlist Management Business Service
is specified by defining the Playlist name and Songs as the Business Service Input,
Playlist Creation as the Business Service Functionality, and Playlist ID and Playlist
link as the Business Service Output. Finally, the Music Streaming Business Service is
specified as the Song name and Artist name Businesses Service Input, the Stream song
file as the Business Service Functionality, and the Song Audio stream as the Business
Service Output.
Within the Advertising Delivery Business Service Domain, represented as a
rounded rectangle with dotted lines at the center of the bottom rectangle shown
125

126

CHAPTER 6. BUSINESS SERVICES AND BUSINESS SERVICE COMPOSITIONS

in Figure 6.11, we firstly specify the Advertise Streaming Business Service by defining the Advertiser and Advertiser Audio File as the Business Service Input, the Stream
advertise audio as the Business Service Functionality, and the Advertise audio stream
as the Business Service Output. Finally, we specify the Advertise Displaying Business
Service by defining the Advertiser and Advertise image file as the Business Service
Input, Display adversities image file as the Business Service Functionality, and Advertise image display as the Business Service Output.
Within the External Development Business Service Domain, represented as a
rounded rectangle with dotted lines at the center of the bottom rectangle shown in
Figure 6.11, we specify the Music Applications Application Management Business
Service by defining the Application developer and application as the Business Service Input, Review application submission as the Business Service Functionality, and
finally Approved Spotify Application as the Business Service Output. Finally, we
specify the Hardware Integration Approving Business Service by defining the OEM
and Hardware device as the Business Service Input, Review hardware Integration as
the Business Service Functionality, and, Approved Spotify hardware device as the
Business Service Output.

6.2

Business Service Compositions

This section is structured as follows: in Section 6.2.1, we describe the concept of Business Services Compositions. In Section 6.2.2, we provide a representation for Business Services Compositions. In Section 6.2.3, we describe a method for identifying
and specifying Business Services Compositions.

6.2.1

Defining a Service Composition

Most definitions of service compositions are given in the Service Computing literature in the context of the composition of Software Services [165]. Such definitions are
usually technology-focused, referring to specifications such as BPEL [124] for composing software services defined in WSDL [50]. For instance, these technology-based
approaches have been used in the car manufacturing industry and for implementing
solutions [10], [36]. However, explicit definitions of a Service Compositions at the
level of Business Services are rare. Hence, we need to come up with our own definition of a Business Service Composition.
In Service-Oriented Architecture, the composition concept is based on the design
principle of the separation of concerns, which suggests breaking down a big problem
into smaller pieces [103], [47]. At the business level, these pieces are the Business
Services. Then, these Business Services can be combined and coordinated into a composition for solving a larger problem [47].
For defining a Business Service Composition in the business domain, we need to
establish a relationship with the service definitions in SOA presented in Table 6.1
(Section 6.1.1) and the way that one business service is used in collaboration with
another. From the definitions ISD3 and ISD7 in Table 6.1, we can say that a business
service operates in coordination with other business services as part of a Business
Process.
In Section 6.1.1, we discussed how the term “service” as defined by Lusch and
Vargo in Service Marketing (SMD1 in Table 6.2) reflects the process of doing some126
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thing beneficial for an entity and in collaboration with that entity. From Grönos’ definition (SMD2 in Table 6.2), we can say that a service is defined as a series of activities
for bringing about a solution to the customer’s problem.
By merging the SOA and Service Marketing perspectives, we can define a Business
Service Composition as follows: A Business Service Composition is the combined application of Business Services for solving a customer’s problem. This combination is achieved
by defining the interaction of business services as a business process, where each business
service represents a partial solution to the complete customer problem

6.2.2

Representing a Business Service Composition

Parent Controller

Business Services

In Section 6.1.2, we discussed how to exploit the Business Service representation for
developing a representation of a Business Service Composition.
In our approach, the Business Service Composition represents the Focal Company’s perspective on solving the customer’s problem by using business services. We
use the business services as the “smaller” building blocks, e.g., as in the TOGAF 9.1
specification [63], for solving a “bigger” customer problem.
We define a process, because we know from the service definitions (SMD1 and
SMD2) of Service Marketing presented in Table 6.2 that service takes a process approach by defining a series of activities for solving the customer’s problem.
We decide to represent a Business Service Composition with two elements: the
business services as process tasks and the parent controller of the process that combines the business services represented as tasks. We represent business services as
process tasks, because in Section 6.1.1 we found that Business Service represents one
task within a process [27]. We use a parent controller to combine the business services,
because we know from the literature on Business Services that a Business Service
Composition can be represented as a business process acting as a parent controller of
the required Business Services [75].

Business Service 1
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Business Service 3 Input

Business Service 1 Input

Business Service 3 Functionality

Business Service 1 Functionality

Business Service 3 Output

Business Service 1 Output

Business
Service 3
Invocation

Business
Service 1
Invocation

Business
Service 1
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Figure 6.12: Business Service Composition

In Figure 6.12, we present our representation of a Business Service composition.
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We represent a business service composition with a rectangle at the top and a BPMN
swim-lane at the the bottom. We represent at the top the business services, because
they are closer to the customer interaction than the internal perspective of how the
business services are invoked. In this way, we are able to better represent the identification of the required business services that interact with the user in Section 6.2.3
In the bottom BPMN swim-lane of Figure 6.12, we represent the parent controller.
Each task of the parent controller process represents an invocation of one or more
business services. Within a composition we can have more than one invocation of a
specific Business Service since a business service represents an aggregate functionality
that can be accessed through multiple invocations. The line between the business
services and the parent controller represents the association between the business
service invocations and the invoked business services.
The presented Business Service Composition in Figure 6.12 provides an internal
operational perspective on the combined functionality required to satisfy a customer,
while maintaining the Business Services as individual blocks for direct interaction
with the customers. This operational perspective is useful to the Focal Organization
for describing a business service composition in terms of their defined business services.

6.2.3

Identifying and specifying Business Services Compositions

We know from the Business Service literature that to identify Business Service Compositions, we need to develop a usage scenario. This is usually captured in a use case,
also known as a service case [75], [11]. Therefore, Business Service Compositions can
be identified from the service cases defined by a business model [42].
In Figure 6.13, we present our Business Service Composition identification approach within the context of our framework. The dotted line arrow represents the
direction in which the identification of a Business Service Composition is achieved.
As shown in the figure, the arrow starts at the Service-Dominant Business Model, and
ends at the Business Service Composition.
By using the Service-Dominant Business Model, business designers of the focal
organization define the way Business actors participate in value co-creation. These
Business Actors participate by doing Co-creation Activities, obtaining benefits of financial and non-financial nature, and incurring costs of financial and non-financial
nature.
In a business model, the service case is not just focused on the benefits for the
customer, but also in the benefits the focal organization gets in return from delivering
benefits to the customer. In the Service-Dominant Business model, the focal organization captures benefits in two ways: the customer’s costs and the customer’s co-creation
activities. Traditionally, in business models the customer’s costs represent a revenue
stream for the company. However, in Service-Dominant Business Models, we consider as cost not only the revenue streams, but also the disadvantages the customer
experienced while getting the benefits. In the theory of Service-Dominant logic, this
is captured explicitly as “Service is exchanged by Service.” This means that a benefit
provided by one actor is exchanged for a benefit to the actor. In other words, ServiceDominant Business Models go beyond monetary exchanges, as this helps business
designers to capture other kinds of costs that are not represented directly by money,
e.g., visiting an advertiser’s link to a Web page in the case of a Service delivered as a
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S-D Strategy

Business Service Compositions Identification

S-D Business Models

Business Service Compositions

Business Services
Figure 6.13: Business Service Composition Identification

Web site.
In the Service-Dominant business model, we capture the participation of the customer with the business as co-creation activities. The customer’s co-creation activities
are also included in the service case, because they define an explicit interaction between the customer and the business service. The customer’s co-creation activities
represent an interaction between the Focal Organization and the customer due to the
active role that a customer plays in the value co-creation. Hence, the service case is
not just limited to benefits and costs, but it includes also the co-creation activities.
In summary, we identify the service case within a Service-Dominant Business
Model by using the customer’s benefits, the customer’s costs, the and customer’s cocreation activities.
In Figure 6.14, we show the identification of a service case from a ServiceDominant Business Model. A service case is defined for Customer 1 by using Customer 1’s benefit A, Customer 1’s cost B, and Customer 1’s co-creation activity A.
The selection of these elements for one service case depends on the context and the
understanding of the business model by the business designer.
The number of Customer actors to consider in the process of deriving service cases
depends on how many customers we have identified in the Service-Dominant Business Models. In one business model scenario, we can have more than one customer
actor. In the Service-Dominant Business Model, customers are not only those who pay
for a service, incurring a cost for accessing the co-created value proposition, but also
those who access a service because of the benefit of the co-created value proposition.
For instance, in Google Search, we have two customer actors: the advertisers and the
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Figure 6.14: Elements of Service-Dominant Business Model for defining a Service Case

search users. The advertisers incur a cost to advertise in order to gain visibility within
search results. The search users do not incur a cost, since they obtain the benefit of
having search results without any obligation to click on an advertised search result.
This kind of business model is known as a multi-sided platforms business model [45]
[25], [16].
In Figure 6.15, we show the Google Search Business Model by using our ServiceDominant Business Model tool. Thanks to the flexibility of our tool, we can place
more than one customer at any side of the circle area. In this case, we represent the
search users at one side and the advertisers at the other side. The two-sided market
of the business model works when the one customer actor’s value network proposi130
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Figure 6.15: Google Search and network e↵ects of a two-sided market

tion has an e↵ect on the customers on the other side. As represented in the figure
as an arrow from right to left, the advertiser customer actor’s networked proposition
has an e↵ect on the benefits of the search users by enhancing the relevancy of the
search results with advertised search results. The users customer actor’s value network proposition of more and di↵erent searches has an impact on the visibility of the
web sites due the advertised results of Google Search.
We know from the literature that a service case can be detailed in smaller pieces,
usually called basic use cases [42]. These basic service cases represent an interaction
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with the customer with the business services [75]. For example, a service case can be
stated as: going from home to work by subway. This use case can be decomposed into
basic service cases such as: going into the nearest subway station from home, checking
into the station, going out from the nearest subway station to work, and checking out
of the station for travel payment.
As suggested by the literature, these smaller pieces are useful for identifying the
required business services within a business service composition [42]. The identification and order of these basic service cases depend on how the business designer
defines the customer’s journey by selecting a sequence of customer actions. For carrying out this sequencing, the business designer should have knowledge of the domain
that is being designed.
In order to link service cases with the identified Business Services and Business
Service Compositions, we adopt the concept of line of interaction developed in the
service marketing literature[24]. The line of interaction identifies the interaction between a customer and a Business Service [75]. The line of interaction reveals the
division between the activities of the customer and the activities of a business. We
use the line of interaction in our method for identifying the required business services in a business service composition, that is, for identifying the business services
that a customer interacts with during a service case.
In Figure 6.16, we present our identification method for Business Service Compositions. We call the representation of our identification method Business Service Composition Blueprint, due its similarities with Service blueprints [24]. At the top of the
figure we have, at the starting point, the customer’s benefits, the customer’s costs, and
the customer’s co-creation activities from the selected customer within the ServiceDominant business model. The first rectangle represents a service case as indicated
by its label on the left side. We represent the basic service cases as a process defining
the customer’s journey in the interaction with the business service composition.
As shown in Figure 6.16, below the service case we have a dotted line. This line
represent the line of interaction between the customer and the business services. Below the line of interaction, we represent, as a rectangle, the selected business services that interact with the customer in this service case. These business services are
selected from the business service catalogue by choosing the business services that
satisfy the defined basic use cases.
As shown in Figure 6.16, below the rectangle that represent the selected business
services, we have a rectangle that represents the composed parent controllers, as its
label indicates. In this parent controller, we have defined the service invocations of
each required business service.
The last two rectangles below the line of interaction of Figure 6.16 match our
representation of a Business Service Composition. This business service composition
is identified using the customer interaction defined by a service case.
In summary, our method for identifying Business Service Compositions can be
given as follows:
1. Identification of the customer actors: In this step, we identify the customers from
the defined customer actors of the selected Service-Dominant Business Model.
2. Identification of Customer’s Benefits, Costs and Co-creation activities In this step
we identify, for each customer, the Customer’s Benefits, Customer’s Costs and
Co-creation activities from the selected Service-Dominant Business Model.
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Figure 6.16: Business Service Composition Identification through a Business Service Composition
Blueprint

3. Definition of the Service Case(s): In this step, we define one or more service case
for each customer. The service case is defined by grouping the Customer’s Costs
and Co-creation activities under a Customer’s Benefit. This customer benefit is
the main goal of the Business Service Composition and the inclusion of the associated cost for the customer on receiving the benefit. The co-creation activity
supporting the service scenario should also be included, because it represents a
direct interaction between the customer and a business service.
4. Definition of the Basic Service Cases: In this step, we define the basic service
cases for each service case by translating the selected Customer’s Benefits, Customer’s Costs and Co-creation activities into customer actions. The translation
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is not necessarily one-to-one and there is no rule for defining such translation.
However, the Customer’s Benefits, Customer’s Costs and Co-creation activities
should be represented in the basic service cases by redefining them as customer
interactions. These customer interactions should be supported by business services defined in the Business Service Catalogue. Basic Service Cases can be associated with Business Services by looking into the Business Services Inputs and
Business Services Outputs. Basic service Cases can be supported by Business
Services Inputs or a Business Services Inputs or both.
5. Service experience process: In this step, we model, for each Service Case, the service experience as a process by representing the customer’s journey through the
service case by using the basic use cases as the activities of the process.
6. Identification of invocations of Business Services: In this step, we identify the Business service invocations for each business service required for the service case.
The identification of a business service invocation is achieved by looking into
the Business Service Functionality of a Business Service.
7. Modeling of the parent controller of the composition: In this step we model the
identified business service invocations as a process. In this way, the parent controller of a business service composition can satisfy the customer’s journey defined in the service case. The process should be consistent with the modeled
service experience process. However, it does not need to have the same number
of elements and connections. This is explained mainly for two reasons. Firstly,
the business services can aggregate functionalities at a higher level of abstraction. This contributes to the reusability of a business service and is reflected
as more than one service invocation of one business service. Secondly, the customer interaction with the business service is driven by the business service’s
input and output. The number of basic use cases that require a business service
is determined by the defined inputs and outputs of a business service.
We apply the described method to identifying the Business Service Compositions
in Spotify’s business model, represented as a Service-Dominant Business Model in
Figure 6.17.
In Figure 6.17, we show an analysis of Spotify’s Music Listening Experience by
using our Service-Dominant Business Model tool. Spotify’s listening experience follows the Freemium Business Model in which every user can get the experience for
free while the service can be partially financed by advertisement, and partially subsidized by the paying customer, who pays a monthly fee for a non-interrupted music
streaming.
We can not treat free users just as a separate business model. In such a kind of
business model, we usually have 5% paying users and 95% free users [157]. The business model works as a whole with both kinds of users (free users and paying users),
because the 5% of paying users make up for the 95% of free users. In Freemium business models, the Focal Organization tries to convert free users into paying users[157].
In the case of Spotify’s business model, the paying users are not enough to subsidize the free users. The problem of Spotify’s business model is that each time a free
user plays a song, Spotify needs to pay a fee to the record label that owns the rights
to the played song. Supporting the free users is a cost for Spotify. For this reason, in
Spotify’s business model, there is a need for advertisers to support the free user. We
can not consider the free user with advertisers as a separate business model, because
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Figure 6.17: Spotify’s Service-Dominant Business Model

it can not be considered a business on their own due to the high costs and low profits.
As shown in Figure 6.17, the Service-Dominant Business Model tool is flexible
enough to combine multiple customer actors (free users, paying users, and advertisers) in the co-creation of Spotify’s music listening experience. The free users, paying
users and advertisers are customer actors and are part of the same business model,
because they can work as a business by separating the customer actors. Moreover,
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Spotify’s music listing business model uses a combination of a freemium business
model with a multi-sided market into one complex business model.
We apply the defined steps of the method for identifying and specifying Business
Service Composition as follows:
Step 1—Identification of the customer actors: As shown in Figure 6.17, we have
three customer actors: free users, advertisers, and paying users. For purposes of
illustration, we focus our attention on free users for the remaining steps.
Step 2—Identification of the benefits, costs and co-creation activities of each customer:
the free user has two benefits, two costs, and one co-creation activity. The two benefits
are music listening with advertising interruptions and music management, the two
costs are free and playlist lock-in, and the co-creation activity is playlist creation.
Step 3—Service Case definition: By establishing a relationship between the customer’s costs, the customer’s benefits, and the customer’s co-creation activities, we
can identify service cases. A first case scenario can be identified from the benefit of
having music listening with advertising interruptions. This benefit has a an associated
cost of “free,” and has no associated co-creation activity.
A second case scenario can be identified by linking the benefits of having music
management. The benefit of music management comes at the cost of being locked-in
with the playlist stored at Spotify, and by creating playlists as a co-creation activity.
We give the first service case scenario the name music streaming with advertising interruptions, and the second service case scenario is named Music management
through playlists. Both Services Cases are illustrated in Figure 6.18.

Service Case: Music Streaming with advertising interruptions
Customer's
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Costs

Playlist-lockin

Customer's
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Figure 6.18: Service Cases for the Free User Customer
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For each service case, we follow the steps 4 to 8. For illustrative purposes, we focus
on the music streaming with advertising interruptions service case. We complete the
remaining steps as follows:
Step 4—Basic Service Case definition: The definition of the Basic Service Cases
within the Service process should be made by using the identified service case and
the available business services from the Business Service catalogue. We identify three
basic use cases: listen to audio stream, listen to advertise stream, and see image advertising display. Firstly, the listen to audio stream supports the benefit of listening
to music. This basic service case is related with the outcome of the music streaming
business service: the audio stream business service output. By linking the Business
Service Output with the Basic use case, we establish an interaction that crossed the
line of interaction between the customer and a business service. The outcome of this
step is shown in Figure 6.19
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Figure 6.19: Service Cases
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Step 5—Service experience process: We can model the customer experience as a service process where the basic service cases are connected as the activities of a process.
The order and connections between the basic service cases depend on the skills of the
business designer, their understanding of the business model and the business services required for the service case, and the desired customer journey to be modeled.
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Figure 6.20: Service Cases

In Figure 6.20, we present the service process for the selected service case. As
shown in the figure, we added waiting times of 10 minutes between the listen to audio
activity and the listen to advertise stream. This time was defined by the business
designer and has a direct impact on the customer experience through the customer’s
journey. Moreover, the advertising time has a direct impact on the business model at
run time due to the increased number of advertisements listened to by the customer.
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Step 6—Identification of the invocations of Business Services: In this step we identify
the invocations of the business services.
Service Case: Music Streaming with advertising interruptions
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Figure 6.21: Business Service invocations

In Figure 6.21, we identify the three business service invocations: stream song file,
stream advertise audio file, and display image file. In this service case, the business
service reuse is low due to the definition of the advertised streaming and advertise
display as separate business services. In this service case, each identified service invocation is associated to one Business Service. The stream song file service invocation is
associated to the music streaming business service, the stream advertise audio file is
associated to the advertise streaming business service, and the display image service
invocation is associated to the advertise displaying business service.
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Step 7—Modeling of the parent controller of a Composition: By using the service experience process as a point of reference, we define the parent process controller of the
business services. The result is shown in Figure 6.22. In this service case, we model
the parent controller process in a similar way as the service experience process. This
is explained by the fact that the business service composition is being designed to deliver the defined service experience without co-creation activities from the customer.
The inclusion of the latter could change at least one of the processes being modeled,
the service experience process, and the parent controller process
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Figure 6.22: Business Service Composition identification for the Music Management through Playlists Service Case
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6.3

Conclusions

In this chapter we presented two tools through reviewing the literature on business
services and business service compositions. These two tools define the complete
toolset of our Service-Dominant Business Design Framework.
Regarding the specification of the business services, we presented the Business
Service Catalogue in Section 6.1.2. Business Service Catalogues are repositories that
capture the required Business Services of a business organization. Within a Business Service Catalogue, we can further organize the Business services into Business
Services Domains, referring to the most relevant areas of business capabilities. Regarding the identification of Business Service Compositions, we presented in Section
6.2.2 the Business Service Composition Blueprint.
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Chapter 7

Use case validation:
Service-Dominant Business
Design at AssetFin and Its Car
Leasing Subsidiary, CarLease
In this chapter, we show the application of the Service-Dominant Business Design
at AssetFin and its car leasing subsidiary, CarLease. The goal of this chapter is to
show the collection of the evidence in the application of our framework within the
organization that participated in the ADR process and the literature-based research
described in Chapter 1.
In a nutshell, in this chapter we present the application of the Service-Dominant
business design process introduced in Chapter 3 and shown in Figure 7.1 to the specific case of CarLease, using the artifacts developed in Chapters 4, 5, and 6.
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2

S-D
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Service-Dominant Business Model Radar

3
Business Service Composition Blueprint

4
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Figure 7.1: Service-Dominant Business Design at CarLease, a subsidiary of AssetFin

144

CHAPTER 7. USE CASE VALIDATION

We implemented and applied the Service-Dominant Business Design at AssetFin’s
car leasing subsidiary, CarLease. The application of our framework was proposed as
a series of interactive workshops for each layer. These workshops, the tools used in
the design of the Service-Dominant business, and a brief description, are presented
in Table 7.1.
Workshop name
Service-Dominant
Strategy Workshop #2

Tool
Service-Dominant
Strategy Canvas

Business Services Workshop

Business
Service
Catalogue

Service-Dominant
Business Model Workshop #2

Service-Dominant
Business
Model
Radar

Business Service Composition Workshop

Business
Service Composition
Blueprint

Workshop description
In this session, business executives used the Beta version of the
artifact to formulate and communicate a Service-Dominant
Strategy
In this session, we used our tool
to identify and specify business
services
In this session, business executives used our tool for designing Service-Dominant Business
Models
In this session, we tested our
tool for showing the operationalization of selected ServiceDominant Business Models

Table 7.1: Workshops regarding the final versions of our tools

For reasons of privacy, we are not able to present in this thesis the full outcome
of the workshops. The outcome of the workshops will appear blurred and pixelated
whenever required.
This chapter is structured as follows: in Section 7.1, we showcase the use of the
Service Dominant Strategy Canvas. In Section 7.2, we show the evidence on defining
a Business Service Catalogue. In Section 7.3, we show the evidence on designing business models by using the Service-Dominant Business Model Radar. In Section 7.4, we
show how we specified the Business Service Compositions and their operationalization.
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Service-Dominant Strategy formulation and communication with the Service-Dominant Strategy Canvas

By applying our Service-Dominant Business Design process, firstly we formulated
and communicated the Service-Dominant Strategy at CarLease by using the ServiceDominant Strategy Canvas. The goal of this session was to shift the mindset of managers from a focus on goods towards solutions using our strategic management tool.
The workshop was conducted as an interactive session in which the executives of CarLease used our Service-Dominant Strategy Canvas for designing their strategy.

Figure 7.2: Using the Service-Dominant Strategy Canvas in an interactive workshop session at CarLease

In Figure 7.2, we present the evidence of our workshop session in formulating the
Service-Dominant Strategy by using the final version of the management tool developed in Chapter 4.
In Figure 7.3, we show the transcription and visualization process of the ServiceDominant Strategy Canvas from the strategy design workshop session. The full nonpixelated versions of Service-Dominant Strategy Canvas is available as a project deliverable only by request and only by agreement with AssetFin [90].
We used the version of the formulated Service-Dominant Strategy, shown in Figure
7.3, for communicating the strategy to the business executives of CarLease and showcasing the tool within AssetFin. By using the Service-Dominant Strategy Canvas, the
strategic value-in-use, service ecosystem, and collaboration approach was formulated
and communicated at the strategic level. After setting the goals of the strategy direction, we performed Step 1 and Step 2 from our business design process defined in
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Figure 7.3: Pixelated versions of the use of the Service-Dominant Strategy Canvas for formulating and
communicating the strategy at CarLease and AssetFin

Figure 7.1. Step 1 is related with the specification of the identified services from the
Service Ecosystem of the Service-Dominant Strategy Canvas into business services.
Step 2, described in Section 7.4, is concerned with how to design Service-Dominant
Business Models by using the Service-Dominant Business Model Radar. The evidence
on performing Step 1 is presented in Section 7.2, and the evidence on performing Step
2 is presented in Section 7.4
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Identifying, specifying and organizing Business Services with the Business Services Catalogue

In this step of our business design process, Step 1, we specify the identified services
captured by using the Service-Dominant Strategy Canvas. The specification of services in Business Services is made by using the Business Service Catalogue presented
in Chapter 6. The evidence of using our Business Service Catalogue tool in CarLese is
shown in Figure 7.4.

Figure 7.4: Using the Business Services Catalogue in an interactive workshop session at CarLease

As shown in Figure 7.4, the business services were specified and clustered into
Business Service Domains by using sticky notes. In this interactive session [88], the
executives participated actively by using our Business Service Catalogue. As defined
in Step 4, the Business Services from our catalogue are required for defining the business service compositions by using the Business Service Composition Blueprint. Related evidence regarding the usage of the Business Service Composition Blueprint is
presented in Section 7.4.
The Business Service Catalogue of 7.4 was implemented as an IT tool for managing
business services [140]. In Figure 7.5, we show a screenshot of the service repository
tool with the fields blurred for confidentially reasons. The tool was implemented
as a prototype by using Microsoft Access for easier implementation due its Proof-ofConcept goal [140].
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Figure 7.5: Service Repository[140], an IT implementation for managing a service business service catalogue
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Designing Service-Dominant Business Models with
the Service-Dominant Business Model Radar

We use the formulated strategy in Step 2 for designing Service-Dominant Business
Models. Business executives further designed selected business scenarios, identified
using the Service-Dominant Strategy Canvas, by using the Service-Dominant Business
Model Radar.
Our Service-Dominant Business Model tool was used by business executives
within an interactive workshop setting. We used an interactive approach by using
a printed poster and post-it notes for filling the elements defined within our management tool. The evidence on using the Service-Dominant Business Model Radar at
CarLease is shown in Figure 7.6.

Figure 7.6: Designed Service-Dominant Business Model

Due to privacy issues, in Figure 7.6 we only show a pixelated version of the outcome of our workshop. However, the full version of the filled Service-Dominant Business Model Radar is available as a project deliverable [89]. The deliverable can be
obtained by request, with agreement with AssetFin and CarLease.
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Business Service Composition Design

In this phase, we apply Step 3 of the Service-Dominant Business Design process shown
in Figure 7.1. We start the design of a business service composition by using our
Business Service defined in Chapter 6. As shown in Figure 7.1, the business service
Composition requires the use of the designed Business Model Radar in Section 7.3.
The designed business model brings the customer’s perspectives on what are the benefits, costs and co-creation activities. As defined by Step 4 of the Service-Dominant
Business Design process, the customer perspective needs to be matched against the
business services specified within our Business Service Catalogue.

Figure 7.7: Business Service Composition for an Employee

In Figure 7.7, we present the evidence on applying the Business Service Composition Blueprint for designing a business service composition for the designed ServiceDominant Business Model Radar at CarLease. As shown in Figure 7.7, we can only
include in this dissertation a blurry version of the designed Business Service Composition due to privacy issues. However, the full version of the designed Business
Service Composition Blueprint is available on request with the agreement of AssetFin
and its CarLease subsidiary [79].
The presented Business Service Composition Blueprint was implemented by using a Business Process Management (BPM) software at AssetFin as a prototype. This
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prototype was implemented by using Bizagi, a commercial BPM software. This software was selected because of its process orientation and low cost (e 40 per user per
year)[35].
The customer actions of the service experience aspect of the Business Service
Blueprint can be mapped to the IT implementation of the business as the user interface. In Figure 7.8, we show one screenshot of the prototype’s user interface for
the designed business at CarLease. The user interface is used by the customer for
interacting with the required business services from the Business Service Catalogue.
In Figure 7.9, we show a screenshot of the business service composition modeled
business process that combines the user actions from the service experience and the
composition controller of the designed Business Service Composition. The full versions of the screenshots from Figure 7.8 and Figure 7.9, are available on request with
the agreement of AssetFin and CarLease [35].

Figure 7.8: User interface prototype [35]

7.5

Conclusions

We applied in practice our Service-Dominant Business Design framework by applying the final versions of the tools presented in this dissertation: the Service-Dominant
Strategy Canvas, the Service-Dominant Business Model Radar, the Business Service
Composition Blueprint, and the Business Services Catalogue. In this chapter, we
present the evidence on the use of these tools by business practitioners for designing a
Service-Dominant Business in CarLease. This evidence was obtained from workshop
sessions with business executives that we organized and conducted with CarLease
and AssetFin.
The evidence of applying the Service-Dominant Design process at CarLease and
AssetFin is the following: in Section 7.1, we presented the evidence on the use of the
Service-Dominant Strategy Canvas as a management tool for formulating and communicating a Service-Dominant Strategy. In Section 7.2, we presented the evidence
on the identification, specification and clustering of business services by using the
Business Service Catalogue. In Section 7.3, we presented the evidence on using the
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Figure 7.9: Business Service Composition modeled as a Business Process [35]

Service-Dominant Business Model for designing business models. In Section 7.4, we
presented the evidence on using the Business Service Composition Blueprint for designing compositions.
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Conclusions
In this dissertation, we present an innovative framework for Service-Dominant
Business Design. In this last chapter we discuss our work as follows: in Section 8.1,
we review our contribution by using the research questions identified in Chapter 1.
In Section 8.2, we discuss the limitations of our work. We conclude this chapter by
discussing avenues for future research.

8.1

Contributions

The contributions of this thesis are summarized as the answers to our main research
question R.Q. and its sub-questions (R.Q. 1, R.Q. 2 and R.Q. 3) presented in Chapter
1.
R.Q.: How to support the implementation of Service-Dominant Logic in a business
organization?
We supported the implementation of Service-Dominant Logic in a business organization by defining a framework in the form of a set of tools that enables business
practitioners to design a Service-Dominant Business. The framework has been developed in close collaboration with an international market leader in asset-based
financial services (AssetFin) and its car leasing subsidiary (CarLease). We worked
with AssetFin and CarLease to help them adopt a Service-Dominant Logic paradigm
for doing business. This paradigm adoption has been achieved through the application of our framework.
Service-Dominant Business Design can be applied to other industries like retail,
because the companies are operating in networks where the customer is also an active
co-creator. For instance, threadless 1 provides a platform where designers submit
new shirt design and customer vote for having them produced. In this case we have a
customer focused co-creation, where shirt designs are produced by the feedback from
the customers. Afterwards, these new shirt designs are available at the threadless
e-shop. In manufacturing, the 3D printing technology is enabling the co-creation
1 https://www.threadless.com/
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of physical objects from phone cases towards house construction. In Shapeways 2 ,
3D designs can be submitted as a 3D model within a computer file. Afterwards,
customers trigger the 3D printing process by purchasing. For instance, a ring designer can upload his creation as a 3D model and the customer can be a co-creator by
selecting the ring size and the material to be printed, like silver or gold.
R.Q. 1: How to formulate and communicate a Service-Dominant Strategy?
We can formulate and communicate a Service-Dominant Strategy by using the
management tool constructed for achieving this purpose: The Service-Dominant
Strategy Canvas. This management tool was developed in collaboration with practitioners using the ADR (Action Design Research) paradigm. We used the developed
management tool for formulating and communicating a Service-Dominant strategy
in a real business organization.
R.Q. 2: How to formulate business models that follow a Service-Dominant Strategy?
We conceptualized a business model that follows a Service-Dominant Strategy by
confronting the elements of the leading business model conceptualization with our
academic foundations on what is a Service-Dominant Strategy developed in Chapter
4. This confrontation was achieved by following an IS construction approach on business models for defining the Service-Dominant Business Model concept. This novel
concept is presented as a management tool for formulating business models: The
Service-Dominant Business Model Radar. We used the developed management tool
for designing Service-Dominant Business Models for a real business organization.
R.Q. 3: How to operationalize business models that follow a Service-Dominant
Strategy?
We operationalized the business models that follow a Service-Dominant Strategy
by integrating two perspectives of Service, that of Marketing and that of Information
Systems, in order to define a Business Service Composition. We adopted the perspectives of a service that is focused on the benefits for the costumer by interacting with
the customer. This marketing perspective is integrated with the IS perspective on
Service, specifically the Service-Oriented Architecture at the business level.

8.2

Limitations

The main limitation of the Service-Dominant Business Design framework is related
with the generalizability of the results. The ADR (Action Design Research) process
applied for the development of our management tools at the strategic and business
model levels was only applied in the financial service industry. Moreover, our work
was applied only in one organization within this industry, because we chose a close
collaboration and high impact within an organization.
The organizational impact can be achieved by discussing closely with business
practitioners how these tools work for changing the way a company works. This close
collaboration was established by working as a team composed of practitioners and
researchers. Using traditional research methods, we could not have achieved an organizational impact, due its sequential nature. Moreover, traditional approaches, such
2 http://www.shapeways.com/

154

155

8.3. FUTURE RESEARCH

as Design Science Research, do not include the organizational impact since they only
focus on the development of the artifact.
By using ADR, we developed two artifacts as management tools: the ServiceDominant Strategy Canvas and the Service-Dominant Business Model Radar. The
Alpha versions of these two artifacts were driven by the Design Science aspect of ADR
and were fully supported by theory. However, the Beta versions of these two artifacts
combine the Action Research aspect of ADR for improving the artifact by taking into
account the feedback from business practitioners in AssetFin and CarLease. Nevertheless, the Beta artifacts can be applied in any organization for designing ServiceDominant Strategies and Service-Dominant Business Models. However, the organizational impact could be lower than that achieved in AssetFin and CarLease. We could
address these limitations by carrying out tests of the Alpha versions of our ServiceDominant Strategy and Service-Dominant Business Model artifacts with multiple organizations in di↵erent industries by using the evaluation approaches defined in this
dissertation. In this way, we could incorporate the feedback by developing other versions of our artifacts for achieving an organizational impact in multiple industries
and business organizations.

8.3

Future Research

We envision two main ways to continue the work presented in this dissertation: connecting the Service-Dominant Business Model Radar with innovation approaches,
and extending our work from business services towards technology-oriented services.
Each proposed future line of work can be further elaborated:
In this dissertation, we presented the Service-Dominant Business Model Radar as
a management tool for designing businesses. As future work, we propose to establish
an explicit connection between business model design and the literature on innovation such as Open Innovation [31], and Disruptive innovation [34]. Regarding Open
Innovation, we could define design patterns for the actors participating in the value
co-creation by defining an open network or a closed network. In this way, an organization could define how open or how closed they want to design their business model
in relation with Core Partners and Enriching Partners. Business Conglomerates and
Business alliances could define a set of actors that are allowed to participate in a
Service-Dominant Business Model by limiting and restricting the collaboration with
external actors. Regarding Disruptive innovation, we could link this innovation approach with the value co-creation proposition defined in the Service-Dominant Business Model Radar. We could define how the value co-creation proposition evolves
from a simple and novel one for achieving a market disruption towards a complex
one for sustaining the business model in the market.
In this dissertation we established the connection between the marketing perspective of service with the perspective of Information Systems driven by Service-Oriented
Architecture at the business level. However, we did not establish an explicit connection with technology-oriented services [48]. Nowadays, technology-oriented services
are being enabled by the cloud. As future work we would like to address this connection due to the rise of Cloud Computing, as a new paradigm for enabling on-demand
use and elasticity [49]. We would like to make an explicit connection between business services with software services, infrastructure services and platform services. For
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instance, a business service that provides music streaming and advertising streaming could be supported by an audio streaming software service. Moreover, this audio streaming software service could be enabled by Platform Services such Amazon
Cloud-front and Infrastructure Services such Amazon S3. Furthermore, the explicit
connection between technology-oriented services and business services could be used
for calculating the costs of a Service-Dominant Business Model.
In this dissertation, we presented a toolset and a process for business design by
following a Service-Dominant Logic. However, we did not make an explicit connection with Business Architecture and Enterprise Architecture. We propose to establish
these connections as future work. As starting point we suggest to use as a foundation
the connection between the BMC and Enterprise Architecture developed as a PhD
thesis [102].
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Appendix A

Service-Dominant Business
Model Elements Representation
for the Alpha Artifact
In this Appendix, we we present the Service-Dominant Business Model elements
by using the specification adopted from the BMC construction process for the Alpha artifact. we describe the identified elements in the same way as the construction
process of the BMC for being consistent with our choice on developing the ServiceDominant Business Model. The specification of the elements are useful for defining the relationships of the meta-model specified in the Service-Dominant Business
Model element.
For specifying each element of the Service-Dominant Business Model, we use an
adaptation of the BMO element description. The template definition of each ServiceDominant Business Model element is shown in Table A.1.
We specify each identified and defined element in the following tables:
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Name of the SDBM Element
Definition
Part-of
Related to SDBM
Related to S-D Strategy Alpha
Related to S-D Strategy Beta
Related to BMC
Set of
Cardinality
Attributes

Name of the element
Description of the element
Defines to which SDBM pillar the element belongs
Defines to which other elements of the ServiceDominant Business Model is related
Defines the associated elements from the S-D
Strategy Alpha artifact
Defines the associated elements from the S-D
Strategy Beta artifact
Defines to which element of the Service Dominant Strategy Canvas is related
Indicates into which sub-elements the element
can be decomposed
Defines the number of occurrences of an element
inside the SDBM.
Lists the attributes of the element.

Table A.1: Reference Table for a SDBM element

Name of the SDBM Element
Definition
Part-of
Related to SDBM

Related to S-D Strategy Alpha
Related to S-D Strategy Beta
Related to BMC
Cardinality
Attributes

VALUE CO-CREATION PROPOSITION
Defines what is the proposed co-creation of value
in terms of the solution to the customer problem
or to a customer experience
VALUE CO-CREATION
solution for the CUSTOMER
based on CO-CREATION INTERACTIONS
proposed by the COMPANY
Co-creation
Experience
Value Proposition
1
-

Table A.2: Specification of the SDBM Alpha element: Value Co-creation Proposition
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Name of the SDBM Element
Definition
Part-of
Related to SDBM

Related to S-D Strategy Alpha
Related to S-D Strategy Beta
Related to BMC
Set-of
Cardinality
Attributes

CUSTOMER
Defines the role of co-creation actor as a customer
that participates actively in the solution or experience.
CO-CREATION ACTORS
CUSTOMER incurs into COSTS
CUSTOMER receive BENEFITS
CUSTOMER performs CO-CREATION ACTIVITIES
Customer
Customer
Customer Segments
1..n
-

Table A.3: Specification of the SDBM Alpha element: Customer

Name of the SDBM Element
Definition
Part-of
Related to SDBM

Related to S-D Strategy Alpha
Related to S-D Strategy Beta
Related to BMC
Set-of
Cardinality

PARTNER
Defines the role of co-creation actor as a partner
that participates actively in the solution or experience.
CO-CREATION ACTORS
PARTNER incurs into COSTS(1-n)
PARTNER receive BENEFITS
PARTNER performs CO-CREATION ACTIVITIES
Partners
Core Partners, Enriching Partners
Key Partners
0..n

Table A.4: Specification of the SDBM Alpha element: Partner
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Name of the SDBM Element
Definition
Part-of
Related to SDBM

Related to S-D Strategy Alpha
Related to S-D Strategy Beta
Related to BMC
Set-of
Cardinality

COMPANY
Defines the role of co-creation actor as a Company that defines the business model and participates actively in the solution or experience.
CO-CREATION ACTORS
CUSTOMER incurs into COSTS(1-n)
CUSTOMER receive BENEFITS
CUSTOMER performs CO-CREATION ACTIVITIES
proposes VALUE CO-CREATION PROPOSITION
Employees
Focal Company
1

Table A.5: Specification of the SDBM Alpha element: Company

Name of the SDBM Element
Definition
Part-of
Related to SDBM
Related to S-D Strategy Alpha
Related to S-D Strategy Beta
Related to BMC
Set-of
Cardinality
Attributes

CO-CREATION ACTIVITIES
Defines the activities that each actor perform
in the business for achieving the co-creation of
value
CO-CREATION MANAGEMENT
performed by CO-CREATION ACTORS
enables CO-CREATION INTERACTIONS(1-n)
Service Flows,
Service Integration,
Coproduction
Core Services, Enriching Services, Interactions
Key Activities, Key Resources
1..n
-

Table A.6: Specification of the SDBM element: Co-creation Activities
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Name of the SDBM Element
Definition
Part-of
Related to SDBM
Related to S-D Strategy Alpha
Related to S-D Strategy Beta
Related to BMC
Set-of
Cardinality
Attributes

CO-CREATION INTERACTIONS
Defines a value proposition to co-create value by
a co-creation actor to the solution for the benefit
of the same or other actor within the ecosystem
CO-CREATION MANAGEMENT
provides BENEFITS to CO-CREATION ACTORS
composes the BENEFITS to CO-CREATION ACTORS
Empowerment, Bidirectional, Co-Production,
Core relationships, Enriching relationships
Customer Relationships
1..n
CROSS-SIDE NETWORK EFFECT, SAME-SIDE
NETWORK EFFECT

Table A.7: Specification of the SDBM element: Co-creation Interactions

Name of the SDBM Element
Definition
Part-of
Related to S-D Strategy Alpha
Related to BMC
Set-of
Cardinality
Attributes

BENEFITS
Defines the financial and non financial gains of
the co-creation actor participating in the value
co-creation
Benefits-Costs Sharing
Knowledge Sharing, Ethical Mutual Benefit
Revenue Stream
Costs
0..n
Financial Benefit, Non-Financial Benefit

Table A.8: Specification of the SDBM element: Benefits

Name of the SDBM Element
Definition
Part-of
Related to S-D Strategy Alpha
Related to BMC
Set-of
Cardinality
Attributes

COSTS
Defines the financial and non financial gains of
the co-creation actor participating in the value
co-creation
Benefits-Costs Sharing
Risk-based Pricing
Cost Structure, Revenue Stream
Costs or Revenues
0..n
Financial Cost, Non-Financial Cost

Table A.9: Specification of the SDBM element: Costs
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Appendix B

Service-Dominant Business
Model Elements Representation
for the Beta Artifact
In this Appendix, we describe the identified elements in the same way as the construction process of the BMC for being consistent with our choice on developing the
Service-Dominant Business Model. The specification of the elements are useful for
defining the relationships of the meta-model specified in the Service-Dominant Business Model element.
For specifying each element of the Service-Dominant Business Model, we use an
adaptation of the BMO element description. The template definition of each ServiceDominant Business Model element is shown in Table B.1.
Name of the SDBM Element
Definition
Part-of
Related to SDBM
Related to S-D Strategy Alpha
Related to S-D Strategy Beta
Related to BMC
Set of
Cardinality
Attributes

Name of the element
Description of the element
Defines to which SDBM pillar the element belongs
Defines to which other elements of the ServiceDominant Business Model is related
Defines the associated elements from the S-D
Strategy Alpha artifact
Defines the associated elements from the S-D
Strategy Beta artifact
Defines to which element of the Service Dominant Strategy Canvas is related
Indicates into which sub-elements the element
can be decomposed
Defines the number of occurrences of an element
inside the SDBM.
Lists the attributes of the element.

Table B.1: Reference Table for a SDBM element
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The modified elements for the Beta artifact are described as follows:
Name of the SDBM Element
Definition
Part-of
Related to SDBM

Related to S-D Strategy Alpha
Related to S-D Strategy Beta
Related to BMC
Cardinality
Attributes

SOLUTION
Defines what is the proposed co-creation of value
in terms of the solution to the customer problem
or a to customer experience
VALUE CO-CREATION
solution for the CUSTOMER
based on CO-CREATION INTERACTIONS
proposed by the COMPANY
Co-creation
Experience
Value Proposition
1
-

Table B.2: Specification of the SDBM Beta element: Solution

Name of the SDBM Element
Definition

Part-of
Related to SDBM

Related to S-D Strategy Alpha
Related to S-D Strategy Beta
Related to BMC
Set-of
Cardinality

FOCAL ORGANIZATION
defines the role of co-creation actor as a Focal
Organization that propose the business model
and participates actively in the solution or experience.
CO-CREATION ACTORS
CUSTOMER incurs into COSTS(1-n)
CUSTOMER receive BENEFITS
CUSTOMER performs CO-CREATION ACTIVITIES
proposes VALUE CO-CREATION PROPOSITION
Employees
Focal Company
1

Table B.3: Specification of the SDBM Beta element: Focal Organization

164

165

Name of the SDBM Element
Definition
Part-of
Related to SDBM

Related to S-D Strategy Alpha
Related to S-D Strategy Beta
Related to BMC
Set-of
Cardinality

CORE PARTNER
defines the role of co-creation actor as a partner
that participates actively in core of the solution
or experience.
CO-CREATION ACTORS
PARTNER incurs into COSTS(1-n)
PARTNER receive BENEFITS
PARTNER performs CO-CREATION ACTIVITIES
Partners
Core Partners
Key Partners
0..n

Table B.4: Specification of the SDBM Beta element: Partner

Name of the SDBM Element
Definition
Part-of
Related to SDBM

Related to S-D Strategy Alpha
Related to S-D Strategy Beta
Related to BMC
Set-of
Cardinality

ENRICHING PARTNER
defines the role of co-creation actor as a partner
that participates actively in enriching the solution or experience.
CO-CREATION ACTORS
PARTNER incurs into COSTS(1-n)
PARTNER receive BENEFITS
PARTNER performs CO-CREATION ACTIVITIES
Partners
Enriching Partners
Key Partners
0..n

Table B.5: Specification of the SDBM Beta element: Partner
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Name of the SDBM Element
Definition
Part-of
Related to SDBM
Related to S-D Strategy Alpha
Related to S-D Strategy Beta
Related to BMC
Set-of
Cardinality
Attributes

NETWORKED VALUE PROPOSITION
Define a value proposition to co-create value by a
co-creation actor to the solution for the benefit of
the same or other actor within the ecosystem
CO-CREATION MANAGEMENT
provides BENEFITS to CO-CREATION ACTORS
composes the BENEFITS to CO-CREATION ACTORS
Empowerment, Bidirectional, Co-Production,
Core relationships, Enriching relationships
Customer Relationships, Value Proposition
VALUE PROPOSITION
1..n
CROSS-SIDE NETWORK EFFECT, SAME-SIDE
NETWORK EFFECT

Table B.6: Specification of the SDBM element: Co-creation Interactions
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Summary
Service-Dominant Business Design

This dissertation integrates di↵erent perspectives on Service Management for developing a framework and a toolset supporting business design in Service Science. We
call this toolset-supported framework the Service-Dominant Business Design framework. The framework has been developed and tested within a global company providing financial services and its car-leasing subsidiary.
Our Service-Dominant Business Design framework serves a twofold purpose. On
the one hand, it is the solution of a practical problem in the financial industry. Together with our partner company, we started to explore the state-of-the-art about
business models in the financial industry. In the development of this research, we noticed a shift in business models from a traditional mindset, focused on selling goods
and services, towards an innovative mindset, focused on selling solutions to problems. For instance, new business models adopted by heavy machinery companies like
Volvo Trucks or Komatsu, o↵er real-time monitoring services with their equipment
as a complete solution, rather than just focusing on selling heavy machinery pieces to
customers. Such solutions o↵ered directly from vendors to customers can disrupt traditional asset financing companies that rely on monthly fees for leasing assets, with
or without added services like maintenance.
On the other hand, in the academic research we recognized the above-mentioned
shift towards solutions in a novel business paradigm: Service-Dominant Logic.
Service-Dominant Logic is an emerging mindset focused on solutions, value cocreation and ecosystems. This mindset has been identified as the theoretical foundation of Service Science. Service Science, in fact, focuses on fundamental science, models, theories and applications to drive service innovation through value co-creation.
The implementation of this theory in practice, however, is difficult because of a lack
of techniques and frameworks supporting the translation of theory into practice.
Stemming from the above analysis, this doctoral dissertation examines the following main research question: How is it possible to support the implementation of
Service-Dominant Logic in a business organization? The answer to our research question lies in our business design approach, which is graphically shown in Figure 8.1.
By analyzing the literature on the Service-Dominant Logic, we found that the
Service-Dominant mindset should be adopted first at the strategic level. For further
implementing the adoption of the Service-Dominant Logic beyond the strategic level,
we redefined the traditional relationship between strategy, business models and busi-
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Figure 8.1: Service-Dominant Business Design at CarLease, a subsidiary of AssetFin

ness processes.
We introduce the Service-Dominant Business Design as a set of tools and a business design process defined as a series of steps. Specifically, we first design two
di↵erent management tools: the Service-Dominant Strategy Canvas and the ServiceDominant Business Model Radar. The former is a management tool helping business
users to set strategic directions on how to do business by using a Service-Dominant
mindset. The latter is a management tool helping business practitioners to design
business models, focusing on the concepts of business ecosystem and value network.
It defines how the actors in the business ecosystem participate in value co-creation
and the cost-befits distribution within the ecosystem. These tools are developed using the Action Design Research (ADR) Method. According to ADR, tools are shaped
together by the researchers based on theory and by the practitioners through the feedback they provide on di↵erent iterations of the tools.
For the operationalization of the strategy and business models identified through
our management tools, we designed a second set of tools, that is, the Business Services Catalogue and the Business Service Composition blueprint. The former is a tool
enabling the classification of specified business services as a catalogue. The latter is
a tool facilitating the specification of a composition of services as a realization of the
value-in-use of a customer by using the business services.
In this dissertation, we present the construction of the Service-Dominant Strategy Canvas by following the ADR method. According to the ADR paradigm, we first
analyzed the literature to develop a theory-ingrained version of the tool. The development of this version was key in defining a Service-Dominant Strategy by establishing
an academic foundation for the evolution of the tool. A refined version was developed to facilitate the design of a Service Dominant Strategy by business users. The
final version of the tool was developed as a management tool that explicitly positions
the focal company within a value network or ecosystem.
In this research work, we present the development of the Service Dominant Business Model Radar using ADR. Existing approaches towards business model tools are
constrained by the Goods-Dominant way of doing business and tend to follow traditional strategic approaches. Nowadays, the shift from Goods-based approaches to178
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wards a Service-Dominant strategy requires novel business model tools. However, the
right business models tools for Service-Dominant Business Model design do not exist.
Through ADR, we developed a tool achieving a balance between a strong academic
foundation and practical relevance.
According to our tool, a Service-Dominant Business Model is defined by a set of elements and their relationships describing how the actors of a value network co-create,
share the costs and benefits, and interact through networked value propositions. The
Service-Dominant Business Model is presented as a meta-model and as a management
tool for facilitating business model design by following a Service-Dominant strategy.
In this regard, we go beyond network theory by defining the value-in-use as “solutions” and involving the network actors as active participants in the process of value
co-creation and sharing.
By reviewing the literature we define, specify and represent Business Service and
Business Service Compositions. First, we define the two concepts by looking at different definitions available in the literature. We define a Business Service as an encapsulated business functionality that brings value-in-use for the customer, which is
achieved through a well-defined input and output. We define a Business Service Composition as the combined application of Business Services for solving a customer’s
problem. This combination is achieved by defining the interaction of business services as a business process, where each business service represents a partial solution
to the complete customer problem. Specifications of Business Services can be collected within repositories. We define such repositories, by using a Business Services
Catalogue. Within the Business Services Catalogue, business services are organized in
subsets referring to the most relevant areas of business capabilities that can be owned
and governed independently within an organization. We call these subsets Business
Services Domains. Eventually, Business Services in our Catalogue can be composed
using the last of our tools, that, is, the Business Service Composition Blueprint, which
supports he designers in deriving business processes exploiting the functionality of
the available business services.
As case study, we show the application of the Service-Dominant Business Design
at the financial services company and its car leasing subsidiary. The goal of this
chapter is to show the collection of the evidence in the application of our framework
within the organization that participated in the ADR process and the literature-based
research. In a nutshell, in this chapter we present the application of the ServiceDominant business design process to a specific case of the car-leasing subsidiary, using the artifacts developed in the dissertation.
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