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The Message

Logic

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

Ai Arfm appingo | ogic?

A Emerging from diverse practices and academic disciplines of business



Bl The Importance of the Right Logic

SD

-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
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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




The Inadvertent Route

| to G-D Logic
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FOUNDATIONS:
THE S-D LOGIC CORE



A Partial Pedigree For SD Logic




walume 6(3): 121-188

Copyright & 1008 SAGE
e sapapabilcations.com
DOE 101177/ 14705931 0606678 |

Stephen L. Vargo & Robert F. Lusch

Key SD Logic
Publications

articles

Evolving to a New Dominant Logic
for Marketing
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Core Foundational Premises of
ServiceDominant Logic

SD
Logic

| [
<

Premise Explanation/Justification

FP1 Service Isthe The application of operant resources
fundamental basis of (knowledge 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-
integrators integrators).

FP10 | Value is always uniquely Value is idiosyncratic, experiential,

and phenomenological
determined by the
beneficiary

contextual, and meaning laden.




3 Clarifications: Service vs. Services

SD
Logic

G-D Logic

A Services = intangible

ot DM

A Service =The process
of using oneods |
competences for the S-D Logic

benefit of some party
The application of
knowledge and skills |
A Service transcends

Agoods and Oser vi cesm

THere are No fSer vhDomieasthogic n




@ Resource Integration

SD

Logic :
Economic

Currency

New

Resources
Social

Currency™

Value

Public
Currency



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

SD
Logic




From the Individual to Market -
3 Based

SD
Logic

Source: Ridley 2010



The G-D Logic Source of the
Bl iNewdo Service(s)

SD
Logic




The Messages of SD Logic

SD
Logic

e oo )

A There is only service (a process)

e meacony

A All economies (and businesses) are service based

| Fmsdonotcreatevave

A Value is always co-created




W The Messages of SD Logic (2)

SD
Logic

i

AAIl parties (co-) creating value through resource -integration
and service-for-service exchange

AfifGoodso are value propositions

l

AThey are imagined and created by linking resources with
peoples lives

AAndyettheydoi we act as i f they do




Potential Implications

SD
Logic

AMake goods-more service-friendly.

AFrom manufacturing (make and sell)
Ato market-ing (understand and serve)
APrimarily Service Providers
A Consider outsourcing non-core functions (including manufacturing)
AvVirtual, fon demando modul ar mar |
AResource integrators vs. resource owners (from networks)



Potential Implications (2)

Logic

A Based on value-in-use/value-in-context

AExperiencedo pl at f or mdO creati on
ACo-creation of value, brands, and markets



il Co-production

SD
Logic




