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The Message

Logic

A From manufacturing economy to service economy
A From goods-oriented firms to services firms

A Arfm appingo | ogic?

A Emerging from diverse practices and academic disciplines of business
AThetransionappl i es equally to fiser& i ceso b

manufacturing businesses



The Importance of the Right Logic

-9 & Without changing our pattern of thought, we will not

be able to solve the problems we created with our
current pattern of thought
Albert Einstein

A The greatest danger in times of turbulence is not the
turbulence: 1t I s to act w
Peter F. Drucker

A The main power base of paradigms may be in the fact
that they are taken for granted and not explicitly
guestioned

Johan Arndt

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

the whole process creating utility.
Wroe Alderson



Ambient Pressure




From Airplane Trips To
Travel Experiences
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The A@AFArampi ngo Pe
B Goods-dominant (G-D) Logic

SD : - .
Logic A Purpose of economic activity is to make and

distribute units of output, preferably tangible
(l.e., goods)

A Goods are embedded with utility (value)
during manufacturing

A Goal Is to maximize profit through the
efficient production and distribution of goods

goods should be standardized, produced away
from the market, and inventoried till demanded

Firms exist to make and  sell
value -laden goods



G-D Logic Model:
Bl Value Production and Consumption




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

Logic

A Intangibility

A Heterogeneity (non-standardization)

A Inseparability (of production and consumption)
A Perishability




Problems with Goods Logic

Logic

A Service (benefits) they render
A Intangibles (brand, self image, social connectedness, meaning)
A Inputs into experiences

A Applied knowledge and skills (our services)

AiConsumer or i en-bradoesmotbelpi s an add

A But they do characterize value and value creation




G-D Logic:
Bl The AConsumer Or

SD
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The Consumer Orientation is Inherently Producer Centric



G-D Logic:
Bl| The Relationship Fix

SD
Logic




The Inadvertent Route

| to G-D Logic
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FOUNDATIONS:
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A Partial Pedigree For SD Logic




An Extended Pedigree for SD Logic

SD
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Evolving to a New Dominant Logic
for Marketing

Service-dominant logic: reactions, reflections
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|A Service-Dominant Logic for
Management Education:
It's Time

ROBERT C. FORD
Untvorsity of Contral Flortda

DAVID E. BOWEN
Thundarbird School of Global Manogement

Even though services dominate the U.S econos

and figure prominently tn othe:

devoloped economles. princtples for the effective provision of service expeiiences recelve

Inttle attention tn

Wo provide an argument for what

Is termed o

into throo

logic for
parts. The first roviows the current status of the mmqomut dlscxpunn & covarage in our

roscarch and teaching of the unique

sarvicos.

The socond detatls seven key difforences In mmglng sorvices um aro sither minmmally
covered or ignored In traditional management coursce. The third offers some suggestions
as to bow nmgmm scholars ond educators can add coverage of these unlque

of

the tims unowm the rapidly

sarvices to our curriculum. Wo suggest that

base of services In

management taxts. teachings, and research.

Sarvices dominaie the United States and other de-
voloped 10 a degrae inad e
flocted i what is fought in management courses
today. We dascribe why we think this needs to
changs and propose some cpproachas to comect
this imbelance betwesn what we teach and what
studants necd fo know lo successiully competoin a
services-dominated marketploce. We develop cur
idocs in three parts:

o Pimst, e show why we nced to chonge our
meat course oriantatics cnd costest,

given Jhat what & sow ypically prosantad 1n
mir
oc the domincnca of secvice wark in proctice.
Th.s lack may 1= port also Exflal' 1ho froquant

that
provide poor service. both B2C azd BIB. Stu
dants cre undereduccicd and wnprepared in
the dafintng charociaristics ond dilfering com.
teacies of the sorvices dominated wotld 1n
which maay of e willbo amployed. By i
tng %o provide this

@ prasant the key concapts that nocd
%0 cur management curziculum.
Wa explain the coatent of thesa chamges Iz
torms of tha service-dominan! mazagement
n.nc:rzplx principias. and competencies that
becoma far mare focal in our courses,
sepectall In gm-:l mancgemant and orga
Srtationd
P e o it sug0es
tions by which to sclidify this change to @ ser
vicedomizant manogement educationc! focus
via sextbook chonges, clwred seaching meth-
ods, ond ravised acodemic, lastituticaat ar.
mngemants. We also tnclude some suggested
sarvica toptcs 10 odd % our monogemant prin.
ciples cmf crgantzctiona] behavior courses as
well oz some learning cutcomes that o focus ca
sarvices would lead % i batiar proparing our
stodaats for ¢ service-domtnent aconomy.

THE NEED TO TEACH A SERVICES-DOMINANT
MANAGEMENT LOGIC

Saventy five paccent o total U.S. business (noagav-

we risk dizsol e ¢ cl tha growt:
:umk«u. nx‘g"iﬁ sarvicos with aur

5ates, our groduates with gur cowrses, and our
fundees with the vaolue odded and quclity of
cer mazagemest educction product.

B

revenus ix now gensrated by compa-
nies that are not in manulacturing, mining, or ag-
riculture. Esghty parcant of the current US. GDP iz
darived from the services industry, which employs
ovar 80% of all employecs. Ovar the past 80 years,
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THE NEW SERVICE SCIENCE:
OFFORTUNITIES FOR HOSFITALITY MANAGEMENT EDUCATION
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Core Foundational Premises of

| [
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| Service-Dominant Logic
SD : : —
Logic Premise Explanation/Justification
FP1 Service Is the The application of operant resources
fundamental basis of (knowl edge and skill
exchange. basis for all exchange. Service is
exchanged for service.
FP6 The customer is always a Implies value creation is interactional.
co-creator of value
FP9 All economic and social Implies the context of value creation is
actors are resource networks of networks (resource-
FP10 | Value is always uniquely Value is idiosyncratic, experiential,

and phenomenological
determined by the
beneficiary

contextual, and meaning laden.




Clarifications: Service vs. Services

SD

Logic

A Services = intangible /

A Service =The process

A Service (franscends

G-D Logic

products

e
| o

of using oneods |
competences for the S-D |—09|C
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benefit of some party

The application of
knowledge and skills

Agoods and Oservicesoo
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@ Resource Integration
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Economic
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New
Resources
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The G-D Logic Source of the
Bl iNewd Service(s)

SD
Logic




Actor Centricity & Resource Integration
PBl| based, Servicefor-Service Exchange

SD
Logic

The Market




The Value (effective) vs. Production
(efficient) Trade -Off

Logic

VALUE/Effectiveness

PRODUCTION /Efficiency

ATangibility
AStandardization
ASeparate production
Anventoriability



n| Value as a Central Concept

new ideas,
new designs,
‘. new Iowi' prices!
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Co-production is relatively optional . Value is always co-created
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Industrial Marketing Management

From a G-D logic, perspective
(B2C, producer to consumer)

Consumer centricity is inherently
firm (producer) centric

From a S-D logic perspective

All actors are, resource-
integrating, service-providing
enterprises (B2B or A2A)
Resources &value creation must
be understood, contextually, co-
creatively, and (service-
eco)systemically



Micro Exchange Embedded In
)| Complex (Eco)Systems of Exchange
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Bl Systems of Systems




Value CoCreation Networks
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Value CoCreation Networks
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From the Individual to Market -
3 Based

SD
Logic

Source: Ridley 2010



