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The Message 

We are apparently transitioning:  

ÅFrom manufacturing economy to service economy 

ÅFrom goods-oriented firms to services firms 

The transitions are mythical 

The apparent transitions reflect a flawed understanding (logic) of 
the market 

ÅñArm-flappingò logic? 

The real transition is in our emerging mental models (logic) of 
economic exchange and business 

ÅEmerging from diverse practices and academic disciplines of business  

ÅThe transition applies equally to ñservicesò businesses/industries & 
manufacturing businesses 



S-D  
Logic 

 

The Importance of the Right Logic 
 

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

Â Albert Einstein 

Â The greatest danger in times of turbulence is not the 
turbulence: it is to act with yesterdayôs logic. 

Â Peter F. Drucker 

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

Â Johan Arndt 

Â What is needed is not an interpretation of the utility 
created by marketing, but a marketing interpretation of 
the whole process creating utility.  

Â Wroe Alderson  

 



S-D  
Logic 

 

From Arm-Flapping to Airfoil Logic 
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From Airplane Trips To  
Travel Experiences 
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FOUNDATIONS: ñARM 
FLAPPINGò LOGIC   
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The ñArm-Flappingò Perspective: 

Goods-dominant (G-D) Logic  
Â Purpose of economic activity is to make and 

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

Â Goods are embedded with utility (value) 
during manufacturing 

Â Goal is to maximize profit through the 
efficient production and distribution of goods  
Â goods should be standardized, produced away 

from the market, and inventoried till demanded 

 

Firms exist to make and sell  

 value -laden goods  
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G-D Logic Model: 
Value Production and Consumption 

Producer Consumer Supplier Supply/Value Chain 
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Wrong Thinking about Service(s): 
The G-D Logic Perspective 

Value-enhancing add-ons for goods, or 

A particular (somewhat inferior) type good, 
characterized by (IHIP):  

ÅIntangibility  

ÅHeterogeneity (non-standardization) 

ÅInseparability (of production and consumption)  

ÅPerishability 

Services Economy = Post Industrial = Less-than-
desirable economic activity 

ÅCorollary: Service businesses/jobs are inferior to manufacturing  
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Problems with Goods Logic 

Goods are not why we buy goods 

ÅService (benefits) they render 

ÅIntangibles (brand, self image, social connectedness, meaning) 

ÅInputs into experiences 

Goods are not what we fundamentally ñownò to exchange with 
others 

ÅApplied knowledge and skills (our services) 

Customer is secondary and seen as value receiver and 
destroyer 

ÅñConsumer orientationò is an add-on--does not help 

IHIP characteristics do not distinguish services vs. goods 

ÅBut they do characterize value and value creation  
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G-D Logic: 
The ñConsumer Orientationò Fix 
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The Consumer Orientation is Inherently Producer Centric  
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G-D Logic: 
The Relationship Fix 

Producer transaction Consumer 

Producer transaction Consumer 

Producer transaction Consumer 

Producer transaction Consumer 

Producer transaction Consumer 

Producer transaction Consumer 
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G-D Logic 
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The Inadvertent Route  
to G-D Logic 

Smithôs Model of Economic Exchange 

ÅDivision of labor (specialized knowledge & skills) 

ÅValue-in-use (real value) 

Smithôs Focus on National Wealth Creation 

ÅValue-in-exchange (nominal value) 

ÅProductive = ñlaborò contributing to surplus exportable, tangible 
goods   

Economic Science 

ÅUtility as a property (exchange value) 

ÅNewtonian model of science = matter embedded with properties  

ÅProducer-consumer distinction 

Neoclassical economics 

ÅThe science of exchange of things (products), embedded with 
properties (ñutilesò) 

ÅFoundation for all business dsiciplines 
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FOUNDATIONS:  
THE S-D LOGIC CORE 
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A Partial Pedigree For S-D Logic 

Service-
Dominant 

Logic  

Services 
Marketing 

Relationship 
Marketing  

Theory of 
the firm  

Core 
Competency 

Theory 

Resource-
Advantage 

Theory 

Network 
Theory 

Consumer 
Culture 
theory 

Experience 
marketing 
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An Extended Pedigree for S-D Logic 

Service-
Dominant 

Logic 

Social 
Network 
Theory 

New 
Institutional 
Economics 

Human 
Ecology 

Business 
Ecosystems 

Stakeholder 
Theory 

Service 
Science 

Market 
Practices and 
Performances 
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Key S-D Logic 
Publications 
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Other S-D Logic-Focused 
Activity 
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S-D Logic also Gaining 
Importance in Hospitality 
Literature 
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Core Foundational Premises of 
Service-Dominant Logic 

Premise  Explanation/Justification  

FP1 Service is the 
fundamental basis of 
exchange.  

The application of operant resources 
(knowledge and skills), ñservice,ò is the 
basis for all exchange. Service is 
exchanged for service. 

FP6 The customer is always a 
co-creator of value  

Implies value creation is interactional. 

FP9 All economic and social 
actors are resource 
integrators  

Implies the context of value creation is 
networks of networks (resource-
integrators).  

FP10 Value  is always uniquely 
and phenomenological 
determined by the 
beneficiary  

Value is idiosyncratic, experiential, 
contextual, and meaning laden.  
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Products  

Goods 

Services 

Clarifications: Service vs. Services 

 

Â Services  = intangible 
products 

 

Â Service  =The process 
of using oneôs 
competences for the 
benefit of some party  

Â The application of 
knowledge and skills 

Â Service transcends  
ñgoods and óservicesôò 

Å   

Service  
Direct  

Indirect  
Goods 

Money 

G-D Logic  

S-D Logic  

There are No ñServicesò in Service-Dominant Logic  
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Resource Integration 

Market-facing 
Resource 

Integrators  

Private 
Resource 

Integrators  

Public  
Resource 

Integrators  

Resource  
Integrator 
(individual, 
family, firm, 

etc.)  
Value 

Economic  
Currency 

Social  
Currency 

Public 
Currency 

New 
Resources 
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REORIENTATIONS  
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The G-D Logic Source of the 
ñNewò Service(s) Economy 

G-D logic 
classification 

 

Increasing 
division of 

labor 
 

Outsourcing 

 

Apparent 
New 

Service 
Economy  
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Actor Centricity & Resource-Integration 
based, Service-for-Service Exchange 

The Market  

Actors = Resource Integrators 

Social & 
Economic     

Actor 

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

VALUE/Effectiveness 

ÅBenefit (Intangible)  

ÅCustomization (Heterogeneity) 

ÅCustomer Involvement 
(Inseparability)  

ÅContextual contingency 
(Perishabilty) 

PRODUCTION /Efficiency 

ÅTangibility 

ÅStandardization 

ÅSeparate production 

ÅInventoriability  
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Value as a Central Concept 

Value-in-context 

Value-in-use 

Value-in-exchange 

Co-Creation 
of value 

Co-
Production 

ÅThe nature of 
human value 
creation 

ÅCo-creation of 
the value 
proposition 

Value = Benefit (beneficiary specific) 
 
Evaluation = Perception of benefit  

Co-production is relatively optional .  Value is always co-created  

http://images.google.com/imgres?imgurl=http://tokyo5.files.wordpress.com/2009/04/ikea-logo.jpg&imgrefurl=http://tokyo5.wordpress.com/2009/04/19/ikea/&usg=__k3aIWRRJw46eKqHyNgoai3eX66Y=&h=421&w=1179&sz=61&hl=en&start=1&tbnid=89GqhcOzCYGSZM:&tbnh=54&tbnw=150&prev=/images?q=ikea+logo&gbv=2&hl=en
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ñIts all B2Béò ï A2A (Actor to Actor) 

Â From a G-D logic, perspective 

Â (B2C, producer to consumer) 

Â Consumer centricity is inherently 
firm (producer) centric  

Â From a S-D logic perspective 

Â All actors are, resource-
integrating, service-providing 
enterprises (B2B or A2A) 

Â Resources & value creation must 
be understood, contextually,  co-
creatively, and  (service-
eco)systemically  
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Micro Exchange Embedded in 
Complex (Eco)Systems of Exchange  

Resource 
Integrator/
Beneficiary 

(ñFirmò) 

Resource 
Integrator/
Beneficiary 

(ñCustomerò) 
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Systems of Systems 

Service Eco-system (S-D Logic) 

Årelatively self-contained, self-adjusting 
systems of resource-integrating actors 
connected by shared institutional 
logics and mutual value creation 
through service exchange.  

ñThe battle of devices has now become a 
war of ecosystemsé developers, 
applications, ecommerce, advertising, 
search, social applications, location-based 
services, [etc.].ò 

ñOur competitors arenôt taking our market 
share with devices; they are taking our 
market share with an entire ecosystem.ò  
 
Nokia CEO Elopôs Burning Platform Memo 
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Value Co-Creation Networks 

Apple 

AT&T Customer 



S-D  
Logic 

 

Value Co-Creation Networks 

Hotel 

Local 
 Attraction Tourist 

Air 
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From the Individual to Market -
Based  

Source: Ridley 2010 


