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ABSTRACT

THESIS ABSTRACT

Purpose: Research reveals the disjointed nature of service innovation and an overall
desertion in research studies towards cumulative knowledge development. In addition,
studies show a lack of focus on customers and employees as the fundamental resources
for innovation and value creation. Accordingly, the purpose of this study is to investigate
how service innovation can be more comprehensive, systematic, and focused on the

customer and employee resources of the service firm.

Approach: The author investigated the extant service innovation literature, along with the
expounding subject matters for service innovation and value creation. These subjects
included: resource-advantage theory; the concepts of operand and operant resources; the
topics of knowledge exploration and exploitation; the factors of design-in-quality; as well as
the notion of wicked problem-solving. In addition, the active voice explored and examined

the recommended study fields of effectuation theory and the design thinking methodology.

Methodology: The constructivist paradigm guided the research design and methodology
employed for this study. The investigative, qualitative research design incorporated an
inductive and deductive research approach and utilised 24 semi-structured interviews as the
data collection method. The collected data were investigated with the use of a
predetermined coding frame and analysed by way of a six-phased thematic analysis
process. The 24 participants were purposively sampled to include leading service firms in
the private sector of South Africa within four prominent branches of industry. These
branches of industry included: business consulting services; education services; financial

services; and technology, media, and telecommunication services.

Findings: The research findings and conclusions allowed for an improved understanding of
service innovation and value creation that is more comprehensive, systematic, and focused
on the customer and employee resources of the firm. In particular, the findings identified four

constructs, or else, structured phases, in support of this improved understanding. These

- viii -



constructs comprise of the focus, frame, function, and forms essential to the establishment

of effective innovation and value creation.

Contribution: This study contributes to cumulative knowledge development by constructing
an effectual design thinking framework for the creation of value through service innovation.
The framework, titled: The 4F Framework for Service Innovation and Value Creation, is an
approach and development process that is purpose-driven, human-centred, and means-
enabled towards service solutions of purpose, superior performance, and sustainable

impact.

Research limitations and future research: Notwithstandingt he ri chness

findings, the researcher acknowledges some limitations, notably with regard to the research
design and methodology employed. In this regard, the qualitative research design is context-
dependant, and overall non-generalisable. Accordingly, the findings should be understood
in terms of the particular social world being studied. In addition, sampled participants were
limited to service firms in South Africa, and was restricted to four branches of industry.
Moreover, the cross-sectional approach incorporated may introduce biases due to the issue
of temporality. Given the constructivist paradigm of the researcher, the attainment of
objectivity, in an absolute sense, is improbable. Despite efforts to establish greater rigour in
the research findings, by incorporating the criteria of trustworthiness, it remains subject to
potential biases. Regardless of the noted
findings, and the benefit provided by the proposed framework, outweigh the research
limitations. Moreover, these limitations were used to identify and recommend potential
avenues for further research, and so, the construction and reconstruction of knowledge, to

the benefit of the research and business community.

Key terms: Service-dominant logic; effectual principles; wicked problem-solving; design

process; purpose-driven; human-centred; means-enabled.
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1.1 INTRODUCTION

Service innovation research continues to grow in complexity and significance. This growing

compl exity IS attributed t o t he ambi gui

perspectives, logics, definitions, frameworks, and types of innovation and value creation
presented in the extant body of knowledge. Owing to the failure of existing service innovation
research in cumulative knowledge development, and the inability of scholars to agree on
key assumptions, service innovation presents a significant challenge to researchers and
practitioners (Gustafsson, Snyder & Witell, 2020:111). The significance of stimulating
service innovation knowledge for researchers and practitioners is founded in its substantial
contribution towards economic, societal, and organisational advancements (Furrer,
Kerguignas, Delcourt & Gremler, 2020:308; Hameed, Nisar & Wu, 2021:11; Singh, Akbani
& Dhir, 2020:492; Tajeddini, Martin & Altinay, 2020:10). For that reason, the development
of service innovation has become a strategic priority in both the business and research
community (Gustafsson et al., 2020:114); however, despite the precedence of service
innovation, it continuous to be a poorly understood construct (Taques, Lopez, Basso &
Areal, 2021:18). Research evidence in terms of service innovation and value creation is

often fragmented, inconsistent, and vague. This is not only attributed to the complexities

associated with service innovation, but also tot h e fiel dobs hi stori

overreliance on product innovation theories. Even though these theories are still recognised
in the extant body of knowledge, the literature has developed to encompass more inclusive
perspectives to reflect the intricacies of service innovation (Moreira, Kuk, Guimaraes &
Albuquerque, 2020:1081). Accordingly, the literature has developed to portray innovation as
synthesis and value as co-created, of which, is grounded in the conception of service-
dominant logic (Taques et al., 2021:14; West, Gaiardelli & Rapaccini, 2018:1322).

The renewed logic denotes service innovation as customer-centred value propositions,
created among networks of actors in which knowledge and skills (i.e., operant resources)
are the basis of all exchange (Vargo & Lusch, 2008a:258; Vargo & Lusch, 2008b:7; Vargo
& Lusch, 2008c:36). Although service-dominant logic changed the landscape of service
studies more than a decade ago, it continues to be fundamental in current studies of service

innovation and value creation (Furrer et al., 2020:307; Tregua, Brozovic & D'Auria,

c al

2021:565; West et al.,, 2018:1317). I n parti cul ar , the | ogicbs
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formsd that is, value-in-use, value-in-experience, and value-in-contextd the interactional
and relational nature of service and service innovation, the context of value creation as
networks of networks, and the distinction between operand and operant resources, and how
resource integration effects innovation and value creation (Helkkula, Kowalkowski &
Tronvoll, 2018:284; Lusch & Nambisan, 2015:162; Tregua et al., 2021:565). Accordingly, for
innovation and value creation in terms of service-dominant logic, the focus shifts from
operand resources or balance sheet resources, such as physical resources, to the
competencies of the firm, its employees, customers, and other value-creating partners
(Gadrey, Gallouj & Weinstein, 1995:5; Hameed et al., 2021:11; Lusch & Nambisan,
2015:159; Tajeddini et al., 2020:11; Tregua et al., 2021:565; Vargo & Lusch, 2008c:31).

For innovation and value creation, the firm should thus: (1) focus its efforts on operant
resources; (2) endeavour to maximise customer involvement and knowledge; (3) create and
maintain relationships with employees, customers, and value-creating partners; and (4)
strive towards a service-centred and human-centred model of exchange that leads all
innovation and value creation efforts (Hameed et al., 2021:11; Hunt, 2004:22; Madhavaram
& Hunt, 2008:67; Singh et al., 2020:503; Tajeddini et al., 2020:12; Taques et al., 2021:13;
Teece, Pisano & Shuen, 1997:515; West et al., 2018:1322; Zollo & Winter, 2002:343). As
such, problem-solving for service innovation extends beyond the boundaries of the service
firm to an ecosystem of multiple actors, their resources, and their co-creating activities of
resource integration for value co-creation. That is to say, service innovation and value
creation transpire in open systems, which encompass a variety of actors with a variety of
objectives and subjective judgements (Buchanan, 1992:15; Dell'Era, Magistretti, Cautela,
Verganti & Zurlo, 2020:335; Dias, lizuka & Boas, 2020:7; Madhavaram & Hunt, 2008:68;
Rittel & Webber, 1973:167; Sarasvathy, 2001:260; Schneckenberg, Velamuri & Comberg,
2019:444; Simon, 1980:44). To add to the complexity and ambiguity of open systems,
service firms are challenged with difficulties in determining the nature of future competition
and markets, changing customer wants, rapid technological change, imperfect information,
and limited resourcesd all of which are accompanied by a fast-paced environment where
the time-to-market and timing of innovations are critical (Alsos, Clausen, Mauer, Read &
Sarasvathy, 2020:613; Beckman, 2020:145; Heinonen & Strandvik, 2020:107; Sjodin,
Parida, Kohtamaki & Wincent, 2020:488).



Consequently, problem-solving for innovation and value creation is often described to be
wicked, ill-structured, or ill-defined (Buchanan, 1992:15; Cross, 1982:224; Dell'Era et al.,
2020:326; Gero & Milovanovic, 2020:2; Pande & Bharathi, 2020:2; Rittel & Webber,
1973:161; Sarasvathy, 2021:6; Schneckenberg et al., 2019:444; Wrigley, Nusem & Straker,
2020:126). In this regard, both effectuation theory and the design thinking methodology is
recommended to better understand wicked problem-solving for innovation and value
creation (Alsos et al., 2020:605; Elsbach & Stigliani, 2018:2274; Ghorbel, Hachicha,
Boujelbene & Aljuaid, 2021:6; Guo, 2019:115; Lusch & Nambisan, 2015:171; Micheli,
Wilner, Bhatti, Mura & Beverland, 2019:124; Nakata & Hwang, 2020:122; Prashantham,
Kumar, Bhagavatula & Sarasvathy, 2019:3; Reuber, Fischer & Coviello, 2016:538; Roach,
Ryman & Makani, 2016:229; Shapira, Ketchie & Nehe, 2017:281). This recommendation is
supported by its shared context and logic with that of service-dominant logic, with reference
to innovation as synthesis and value as co-created. The recommendation is further
supported by the specific principles and processes afforded by effectuation theory and the
design thinking methodology. In particular, consideration of the effectual principles and
process of decision-making for innovation and value creation under conditions of
uncertainty. In addition to an examination of the human-centred approach of design thinking,
and the phased process it offers, in terms of problem exploration, idea generation, and

experimentation.

The essential agent for problem exploration, idea generation, and experimentation is the
effectual actor, the designer, the innovator. Even though design thinking, effectuation theory,
and service dominant logic recognise the importance of all social and economic actors as
effectual agents, co-designers, and innovators for value co-creation, it is the employees and
leadership of the firm who take precedence. It is the employees and leaders of the firm who
take control of an uncertain environment, who leverage contingencies for innovation, who
employ available means, who build and maintain customer relationships and value-adding
partnership networks, and who understand the needs and wants of the customer as the
ultimate evaluator of service solutions.| t i s enpbyeésiand re@dership who present
with an ability to understand wicked problems, contextually and holistically, who perceive
customer needs and wants empathetically, who integrate diverse perspectives, and who
apply a balanced logic for iterative creativity, decision-making, innovation, and value

creation.



1.2 PROBLEM AND PURPOSE STATEMENTS

Even though several scholars call for the integration of effectuation theory and the design
thinking methodology towards a more comprehensive and systematic framework for service
innovation and value creation, the appeal remains unanswered. This includes a call for a
comprehensive framework to include all service actors, their resources, and their co-creating
activities for innovation and value creation. A framework which incorporates a human-
centred model of exchange, and so, is centred on the customer and employee resources of
the firm. Along with a framework that facilitates a systematic approach, so as to elucidate
the phases of innovative problem-solving and decision-making, under conditions of

uncertainty.

This overall desertion in the body of knowledge leaves important aspects to understand
service innovation and value creation underexplored. Accordingly, the gap identified in the
service innovation literature, informs the research questions for this study and its overall
purpose. In thisregard, th e st udy 6 s |nuestipatesaed bettsr urtderstand how
service innovation could be more comprehensive, systematic, and focused on the customer

and employee resources of the firm.

Consequently, the study seeks to answer three research questions:
1. How can service innovation be more comprehensive and systematic?
2. How can service innovation be more focused on customer resources?

3. How can service innovation be more focused on employee resources?

1.3 RESEARCH CONTRIBUTION AND SIGNIFICANCE

Following the clarity provided in terms of the research problem, research questions, and the

purpose of the research, the primary research contributions are:

1  To develop a conceptual framework for service innovation and value creation that is
more comprehensive, systematic, and focused on the customer and employee

resources of the service firm;



1 To align the diverging assumptions held by service innovation scholars and

practitioners in a radically changing, uncertain, and complex business environment;

1  To contribute to cumulative knowledge development for service innovation and value
creation with a framework that can inform further research studies, and so, add to the
construction and reconstruction of knowledge, with added value to both the research

and business community.

The research contributions, as noted above, are significant to researchers and practitioners.
This is ascribed to: the global inclination towards services and service; the continued growth
of the service sector in both developed and developing economies; and the imperative of
service innovation, for economic and societal advancement, organisational competitiveness,
and the quality of individualsé | .iAw aerssult, this research study is regarded as timely,

relevant, and important.

1.4 RESEARCH METHODOLOGY

To answer the research questions, the theory of effectuation and the design thinking
methodology were scrutinised and incorporated with the service innovation literature
reviewed, analysed, and synthesised. Despite the inductive literature analysis pertaining to
service innovation, effectuation theory, and the design thinking methodologyd all of which
adds to extant literature and provides the field with fundamental insights for service
innovation and value creationd further investigation was required. As such, the investigation
included engagements with service innovation practitioners of leading service firms in South

Africa. In total, 24 semi-structured interviews were conducted during a specific time period.

This study used a purposive sampling technique, which is a type of non-probability sampling,

to include empl oyees and managers of | eadi

within four prominent branches of industry. These branches of industry included: (1)
business consulting services; (2) education services; (3) financial services; and (4)

technology, media, and telecommunication services. Research participants were selected

basedont he col |l ective competencies of the fi

knowledge and skill set.

ng

rms



An interview guide was compiled to enable a more focused discussion with participants and
served as the measurement instrument for the data collected during the semi-structured
interviews. With the permission of each participant, audiovisual recordings were made and
detailed notes were taken. The notes taken were utilsed in conjuction with the transcribed
recordings for the purposes of data analysis. In this regard, data analysis incorporated a
deductive approach, together with a six-phased thematic analysis process, so as to identify,
analyse, and report patterns within the data (Braun & Clarke, 2006:79).

The constructivist paradigm guided the qualitative research design and methodology
employed for the study. The qualitative research design proved to be well-suited for the
investigative purposes of the study, seeing that it provided for a more in-depth
understanding, contextualisation, and introspection of service innovation. In turn, the semi-
structured interviews provided for a structured, yet flexible method, in which data could be
collected. The flexible structure, allowed participants to supplement the interview questions
with additional comments and insights and share their views freely, based upon their

personal knowledge, experiences, and perceptions.

In support of the constructivist paradigm, qualitative research design, and t hi s st u
research questions, both inductive and deductive reasoning were employed. Inductive
reasoning was used for the review and analysis of the literature, while deductive reasoning
was used for the analysis of the interviews. The inductive literature analysis offered
something new and a layer was added to existing theory. This contribution to existing
theoryd specifically, the synthesised literature foundation and conceptual framework
offeredd facilitated further investigation. The contributions made enabled an investigative
approach, and supported the use of deductive reasoning towards more comprehensive
findings, and thereby, further knowledge advancements. In other words, the deductive
approach, accompanied by the thematic analysis process, allowed the researcher to focus
on the specific research questions of the study and analyse findings in a detailed, coherent,

and systematic manner towards new knowledge creation.

1.5 CHAPTER DEMARCATION

The research study consists of the following chapters:
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Chapter 1: Orientation and Background

Chapter 1 provides a brief overview and contextualises the research study, the problem
and purpose statements, the research methodology, a s we | | as t he

contributions and significance.
Chapter 2: Service Innovation

Chapter 2 includes a comprehensive exploration, analysis, and synthesis of the service
innovation literature. This includes an exploration and examination of the definitions,
perspectives, logic, and archetypes of service innovation. In addition, the expounding
subject matters for service innovation and value creation are investigated, resulting in

a detailed account of the service innovation problematique.
Chapter 3: Effectuation Theory

Chapter 3 investigates the service innovation problematique by reviewing and
analysing the recommended study field of effectuation theory. In particular, the review
and analysisencompasse f f ect uati onés meaning, -rha&mgi c, p

process, and so, affords insights for service innovation and value creation.
Chapter 4: Design Thinking

Chapter 4 offers insights with respect to service innovation and value creation by
exploring and examining the design thinking methodology, as recommended in the
extant body of knowledge. This review and analysis, incorporate a definition for design

thinking, its logic and principles, as well as the process of solution design.
Chapter 5: Research Methodology

Chapter 5 outlines the research methodology utilised for this study, which includes
specific information relating to the research paradigm and design, along with details in
terms of sampling, data collection, and analysis. Additionally, the chapter contains
considerations of trustworthiness, with the purpose of establishing greater rigour in

termsofthisst udyés research findings.
Chapter 6: Research Findings and Conclusions

Chapter 6 delineates the research findings and conclusions, with reference to service
innovation and value creation as more comprehensive, systematic, and focused on the

customer and employee resources of the firm. In this regard, a framework for service



innovation and value creation is put forward. The chapter also discusses the limitations

of the research and offers potential avenues for future research studies.

1.6 CONCLUSION

This chapter offers a brief introduction to the research and its purpose. In addition, an
overviewis providedintermsoft he st udyds contri bution, signi
concepts introduced in this chapter, as outlined above, are discussed in greater detail in the

following chapters.



CHAPTER 2
SERVICE INNOVATION

OBORORORORO

INTRODUCTION

SERVICE INNOVATION PERSPECTIVES AND LOGIC

SERVICE INNOVATION DEFINED

EXPOUNDING SUBJECT MATTERS FOR SERVICE INNOVATION

THE CONCLUDING PROBLEMATIQUE OF SERVICE INNOVATION

CONCLUSION

|
|
|
|
|
|
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2.1 INTRODUCTION

Service innovation has become a topical field of study (Biemans, Griffin & Moenaert,
2016:382; O6 Cass & Wet z pOssom, Binerl Browd, B0Arkhard, Goul, Smith-
Daniels, Demirkan & Rabinovich, 2010:32; Patricio, Gustafsson & Fisk, 2018:7; Rubalcaba,
Michel, Sundbo, Brown & Reynoso, 2012:709; Singh et al., 2020:491; Toivonen &
Tuominen, 2009:887). Spurred by globalisation, technological advancements, and a
growing demand for differentiated service as living standards rise, service innovation and
the contribution thereof towards economic, societal, and organisational advancement has
become increasingly relevant to practitioners and researchers alike (Barrett, Davidson,
Prabhu & Vargo, 2015:135; Furrer et al., 2020:308; Helkkula et al., 2018:284; Lay, Copani,
Jager & Biege, 2010:716; O6 Cass & We't z eQOstsom etalQ 2080:46Patdicio et
al., 2018:3; Santos-Vijande, Lopez-Sanchez & Rudd, 2016:350; Snyder, Witell, Gustafsson,
Fombelle & Kristensson, 2016:2407).

Despite the growing relevance of service innovation in both the business and research
community, it continues to be a poorly understood construct (Biemans et al., 2016:382;
Gustafsson et al., 2020:114; Hameed et al., 2021:11; Patricio et al., 2018:3; Snyder et al.,
2016:2407). Research evidence, in terms of service innovation, is relatively new and often
fragmented, inconsistent, and vague (Biemans et al., 2016:382; Gustafsson et al., 2020:111;
Kline & Rosenberg, 2010:302; Patricio et al., 2018:5; Singh et al., 2020:492; Snyder et al.,
2016:2407; Toivonen & Tuominen, 2009:887). This is attributed to the f i e histodical
predisposition and overreliance on product innovation theories, as well as the added
complexity and ambiguity often associated with service innovation (Biemans et al.,
2016:382-383; Furrer et al., 2020:310; Gustafsson et al., 2020:111; Lusch & Nambisan,
2015:172; Ostrom et al., 2010:4; Patricio et al., 2018:7; Snyder et al., 2016:2401; Tether,
2005:153; Toivonen & Tuominen, 2009:887). The traditional views of service innovation, as
rooted in product innovation, remain present in the body of knowledge; however, the field
has made progressive developments towards more inclusive perspectives to reflect the
intricacies of service and move beyond the product-service dichotomy (Coombs & Miles,
2000:85; Drejer, 2004:561; Droege, Hildebrand & Heras Forcada, 2009:150; Furrer et al.,
2020:311; Gustafsson et al., 2020:112; Moreira et al., 2020:1082; Taques et al., 2021:13;
Tregua et al., 2021:563).
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2.2 SERVICE INNOVATION PERSPECTIVES AND LOGIC

2.2.1 The assimilation, demarcation, and synthesis perspectives

In recognition of the different perceptions, which have emerged from the literature, service
innovation has developed to encompass three overarching perspectives (Coombs & Miles,
2000:85; Drejer, 2004:554; Droege et al., 2009:150; Patricio et al., 2018:7; Taques et al.,
2021:14; Witell, Snyder, Gustafsson, Fombelle & Kristensson, 2016:2863). As a point of
departure, the overarching perspectives of assimilation, demarcation, and synthesis, serve
to illustrate both the developments made within the body of knowledge, as well as this
s t u dundesdying logic in terms of service innovation and value creation (Carlborg,
Kindstrom & Kowalkowski, 2014:384; Coombs & Miles, 2000:85; Gustafsson et al.,
2020:112; Witell et al., 2016:2863).

The assimilation perspective, usually associated with the traditional views of service
innovation, perceive service offerings as supplier-dominated, and as such, service firms as
passive recipients of technological innovations created in the manufacturing sector
(Evangelista, 2000:211; Miozzo & Soete, 2001:162; Pavitt, 1984:349; Taques et al.,
2021:14; Witell et al., 2016:2864). Moreover, this perspective suggests that the concepts
and methods applied to product innovation also apply to service innovation; and thus, no
distinction is made between innovation for products and innovation for services (Coombs &
Miles, 2000:85; Helkkula et al., 2018:285; Ko & Lu, 2010:163; Pearson, 1997:238; Witell et
al., 2016:2864). Given that this perspective is mainly driven by technological innovations,
and thus, does not reflect the idiosyncrasies of service, it is argued to be inadequate to
describe the dynamics of innovation for service (Drejer, 2004:554; Droege et al., 2009:134;
Furrer et al., 2020:310; Gustafsson et al., 2020:114).

The demarcation perspective aids to address the shortcomings of the assimilation
perspective by incorporating the idiosyncrasies of service innovation. These idiosyncrasies
encompass the intangible nature of service and service innovation, the significance of
customer interactions, as well as the contribution of non-technological means, such as
employee knowledge, skills, and experience (Cooper & De Brentani, 1991:77; Drejer,
2004:555; Frese, Geiger & Dost, 2020:659; Furrer et al., 2020:310; Heinonen & Strandvik,
2020:108; Hipp & Grupp, 2005:520; Taques et al., 2021:14; Tether, 2005:182; Witell et al.,
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2016:2864). Within this perspective, it is argued that the context and characteristics
associated with service innovation, are fundamentally different to product innovation, and
therefore, require alternative approaches and methods of innovation (Agarwal & Selen,
2009:433; Coombs & Miles, 2000:85; Den Hertog, Gallouj & Segers, 2011:1432; Helkkula
et al.,, 2018:285; Hipp & Grupp, 2005:531; Witell et al., 2016:2864). Accordingly, the
demarcation perspective suggests a clear distinction between product and service
innovation (Coombs & Miles, 2000:85; Drejer, 2004:554; Witell et al., 2016:2864).

The synthesis perspective, as an alternative viewpoint, surpasses the product versus
service debate of innovation, as proposed by the assimilation and demarcation perspectives
(Carlborg et al., 2014:384; Coombs & Miles, 2000:86; Gallouj & Weinstein, 1997:538; Witell
et al.,, 2016:2864). Even though the assimilation and demarcation perspectives are
recognised, neither dominates the synthesis point of view (Carlborg et al., 2014:385). The
main idea of the synthesis perspective, is that service innovation theories should offer an
integrative perspective to encompass both product and service innovation (Coombs & Miles,
2000:86; Drejer, 2004:551; Droege et al., 2009:135; Furrer et al., 2020:311; Gadrey et al.,
1995:15; Gustafsson et al., 2020:112; Sundbo, 1997:432; Taques et al., 2021:14; Witell et
al., 2016:2864). This perspective is thus a broadened view of all exchange, which does not
merely reflect the product-service dichotomy, but rather complements and integrates the
various perspectives, to describe the different forms of service innovation (Carlborg et al.,
2014:385; Helkkula et al.,, 2018:284; Lusch & Nambisan, 2015:158; Ordanini &
Parasuraman, 2011:4; Witell et al., 2016:2871).

The overarching perspectives of service innovation, are summarised and illustrated in Table
1 (on p. 14). The summary includes a brief description of the assimilation, demarcation, and
synthesis perspective, along with its associated founding concept, pertaining to either
product or service innovation. These perspectives, as detailed in the preceding discussion,
are visually presented, by way of the illustration included in the tabled summary. In addition,
the key characteristics of each perspective are noted, and a differentiation is made between
the process and outcome of service innovation, its novelty conceptualisations, as well as the
contributions thereof towards value creation. The key characteristics and differentiating
factors of each perspective, are discussed below so as to enable a preliminary

understanding of service and value creation forms. These forms are subsequently
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elaborated upon and refined by way of service-dominant logic, which, in addition, represents
the lens or mindset in terms of the manner, means, and meaning of value creation for service
innovation (Vargo & Lusch, 2008a:258; Vargo & Lusch, 2008b:10; Vargo & Lusch,

2008c:36).

Table 1:

A summary of the assimilation, demarcation, and synthesis perspectives

Perspective

Assimilation

Demarcation

Synthesis

Description

Knowledge on product
innovations holds for
service innovation.

Service innovation is
unique and needs to
be treated differently
from product

Service as a perspective can be used
to understand innovation in all types of
offerings (i.e., product and service

. . innovation).
innovation. ovation)

Core concept Innovation Service innovation Service innovation

Product, process,

organisation, Firm, customer, a Product, process, customer value

Key characteristics

technological change in the offering proposition
significance
Service innovation as a
Outcome Outcome Process and outcome
process or outcome
New for whom World Firm Firm
Exchange value versus
9 Exchange value Use value Use value
use value
Product
innovation
Product
Product innovation
) innovation
[llustration

Service
innovation

Service
innovation

Service
innovation

Source: Adapted from Witell et al. (2016:2870).

The assimilation perspective denotes an inward focused point of view (Skalén, Gummerus,
Von Koskull & Magnusson, 2015:138; Witell et al., 2016:2870). In this sense, an emphasis
is placed on the service firm and the organisation of its processes to deliver a service

doroductdwhich is significantly new, not only to the firm, but also in a larger context (Toivonen
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& Tuominen, 2009:893; Witell et al., 2016:2870). Accordingly, service innovation is
described as an outcome of technological advancement, with its value derived from the
economic consequences of exchange (Droege et al., 2009:134; Helkkula et al., 2018:286;
Witell et al., 2016:2870).

The demarcation perspective reveals a slightly broader view to the assimilation imperatives
of innovation (Drejer, 2004:555). Innovation, in this sense, consists not only of significantly
new offerings, but also of changes in offerings, which are regarded as new to the firm (Witell
etal., 2016:2870). Accordingly, these changes pert
as well as the manner in which it is deliveredd in other words, the service delivery process
to the customer (Cooper & De Brentani, 1991:77; Witell et al., 2016:2870). Given that this
perspective clearly differentiates between product and service innovation, particularly in
reference to the simultaneous production and consumption of service offerings, additional
attention is given to the actors involved in the process of service delivery (Coombs & Miles,
2000:85; Cooper & De Brentani, 1991:77; Drejer, 2004:553; Droege et al., 2009:134;
Edvardsson & Olsson, 1996:145; Witell et al., 2016:2870). In this sense, service innovation
is not merely recognised as transactional, but also acknowledged in terms of the
interactional and relational nature among the employees of the service firm and its
customers (Cooper & De Brentani, 1991:77; Drejer, 2004:555; Helkkula et al., 2018:287;
Vargo, Wieland & Akaka, 2015:67; Witell et al., 2016:2870). Even though the demarcation
perspective holds the traditional view of a firm and customer dichotomy, as well as service
innovation as an outcome rather than a process, it introduces innovation in terms of the
service delivery process, and thus, the inherent value, o r 0 u s e dontained| therein
(Helkkula et al., 2018:290; Witell et al., 2016:2870).

Both the assimilation and demarcation perspectives are underpinned by the conceptual
foundations in which service innovation is firm-centred. A differentiation is made between

product and service innovation, and innovation is regarded as an outcome of new or

renewed service O6pr oduct qHelkkalaat al.j 2018:285;rLusche&s s

Nambisan, 2015:156; Ordanini & Parasuraman, 2011:4; Skalén et al., 2015:137; Witell et
al., 2016:2870). Alternatively, the synthesis perspective, moves beyond these confines to
include service innovation in the form of outcomes and processes related to the service

0 p r o dnd dstdélivery process, as well as the processes of its design and development.
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In this regard, Gustafsson et al. (2020:112) propose that these forms of innovation, and so,
the perspective of innovation as synthesis, represent significant concepts to move service
innovation research forward. These concepts are illustrated in Figure 1 (p. 16), which include

short definitions as proposed by the authors.

Figure 1:  Significant concepts to develop service innovation theory

Design principles Development process
Service design: Systematically New service development:
applying design principles and Process of developing a new
methodology to the development product or service for a
of services market

Outcome

Service innovation: A new process
or offering that is put into practice,
and is adopted by, and creates value
for one or more stakeholders

Source: Adapted from Gustafsson et al. (2020:112).

Service innovation in terms of outcomes and processes, as postulated by the synthesis
perspective, entails a renewed conceptualisation in logic (Droege et al., 2009:135; Helkkula
et al., 2018:290; Lusch & Nambisan, 2015:156; Witell et al., 2016:2870). The renewed logic,
referred to as service-dominant logic, denotes service innovation as customer-centred value
propositions, created among networks of actors, in which, knowledge and skills are the basis
of all exchange (Hameed et al., 2021:11; Helkkula et al., 2018:290; Lusch & Nambisan,
2015:155; Ordanini & Parasuraman, 2011:5; Tregua et al., 2021:565; Vargo & Lusch,
2008a:258; Vargo & Lusch, 2008b:7; Vargo & Lusch, 2008c:36; Witell et al., 2016:2870).
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2.2.2 Service-dominant logic

Service-dominant logic offers a holistic and dynamic mindset or lens, to understand how

value is created (i.e., the meaning, means, and manner of value creation) concerning the

forms of innovation incorporated within the synthesis perspective (Helkkula et al., 2018:286;

Lusch & Nambisan, 2015:156; Michel, Brown & Gallan, 2008b:50; Ordanini & Parasuraman,

2011:5; Tregua et al., 2021:565; Vargo & Lusch, 2008a:258; Vargo & Lusch, 2008b:9; Vargo

& Lusch, 2008c:36). The different forms of service innovation, in keeping with the synthesis
perspective, include the innovation of service oO6produc
development thereof, as noted above (Helkkula et al., 2018:290; Lusch & Nambisan,
2015:155; Ordanini & Parasuraman, 2011:5; Taques et al., 2021:13; Vargo & Lusch,

2008b:7; Witell et al., 2016:2870).

In terms of service-dominant logic terminology, s er vi ¢ e ,lopintangibletodudts,
refers to a particular output or service line, labelled as &ervicesdin its plural form (Cooper &
De Brentani, 1991:77; Vargo & Lusch, 2008a:258; Vargo & Lusch, 2008b:2; Vargo & Lusch,
2008c:26). Service processes, on the other hand, include both the development process
and delivery process, and is referred to as &ervicedin its singular form (Vargo & Lusch,
2008a:258; Vargo & Lusch, 2008b:2; Vargo & Lusch, 2008c:26). Service, in this regard, is
defined as the process of applying operant resources (i.e., knowledge and skills), for the
benefit of another party or entity (Lusch & Nambisan, 2015:158; Vargo & Lusch, 2008a:255;
Vargo & Lusch, 2008b:6; Vargo & Lusch, 2008c:31). The di sti ncti on bet wee
Gervicedis significant as it informs the first principle of service-dominant logic, whereby
service is the fundamental basis of exchange (Vargo & Lusch, 2008a:256; Vargo & Lusch,
2008h:6; Vargo & Lusch, 2008c:26). The premise is that the application of knowledge and
skills are the fundamental source of competitive advantage rather than the outputs or
services offered (Edvardsson & Tronvoll, 2013:27; Heinonen & Strandvik, 2020:108; Lusch
& Nambisan, 2015:156; Madhavaram & Hunt, 2008:67; Michel, Brown & Gallan, 2008a:64;
Storey & Larbig, 2018:112; Vargo & Lusch, 2008a:256; Vargo & Lusch, 2008b:6; Vargo &
Lusch, 2008c:26).

The second principle of service-dominant logic denotes service as customer-centred, which

refers to the customer as a resource integrator and a co-creator of value, as well as the
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ultimate evaluator of service (Edvardsson & Olsson, 1996:142; Heinonen & Strandvik,
2020:108; Vargo & Lusch, 2008a:257; Vargo & Lusch, 2008b:7; Vargo & Lusch, 2008c:33).
This implies that service firms cannot create and deliver value independently from the
customer (Michel et al., 2008a:64; Vargo & Lusch, 2008a:257; Vargo & Lusch, 2008b:7;
Vargo & Lusch, 2008c:33). Accordingly, firms can only offer their applied resources for value
creation, with value only realised upon the acceptance of these value propositions (Gadrey
et al.,, 1995:5; Lusch & Nambisan, 2015:160; Tregua et al., 2021:565; Vargo & Lusch,
2008a:258; Vargo & Lusch, 2008b:7; Vargo & Lusch, 2008c:36). Resources employed for
value propositions entail both tangible and intangible means, as well as internal and external
means, either under the control of the service firm, or available to the service firm to be
drawn upon for support (Lusch & Nambisan, 2015:159; Madhavaram & Hunt, 2008:67;
Vargo & Lusch, 2008a:258; Vargo & Lusch, 2008c:31). In addition, resources are considered
to be a function of human knowledge and skills, and thus in a broad sense, are only limited
in respect of its function (i.e., the application of knowledge and skills regarding the use or
potential use of resources), rather than its form, that is to say, the resources per se (Hameed
et al.,, 2021:11; Lusch & Nambisan, 2015:159; Tajeddini et al., 2020:10; Vargo & Lusch,
2008a:258; Vargo & Lusch, 2008c:31).

The third principle of service-dominant logic asserts that all actors are potential innovators
or co-creators of value (Vargo & Lusch, 2008a:257; Vargo & Lusch, 2008b:7; Vargo & Lusch,
2008c:35). As such, the dyadic notion of the service firm as the exclusive source of
knowledge, skills, innovation, and value creation, and the customer as the passive recipient
thereof, is surpassed (Edvardsson & Olsson, 1996:145; Lusch & Nambisan, 2015:160;
Michel et al., 2008a:64; Rubalcaba et al., 2012:697; Sjodin et al., 2020:489). Accordingly,
the service firm and customer are regarded as actors within a system of other actors (actor-
to-actor networks), wherein value is created by means of resource integration (Edvardsson
& Olsson, 1996:154; Edvardsson & Tronvoll, 2013:27; Gustafsson et al., 2020:112; Lusch
& Nambisan, 2015:160; Vargo & Lusch, 2008a:257; Vargo & Lusch, 2008b:7; Vargo &
Lusch, 2008c:35; West et al., 2018:1322). In this regard, resource integrators are not limited
to service firms and customers, but encompass networks of social and economic actors
(e.g., individuals, households, strategic partners, and nations) , whom are HAconn
shared institutional | ogi ¢s and mut ual val ue <cr eétscho&n t hr

Nambisan, 2015:161). In view of this interacting community of individuals (including
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customers) and organisations that is the service ecosystem, the purpose of the service firm
is to apply and integrate internal and external resources, and transform the knowledge and
skills contained within these actor-to-actor networks into value propositions demanded by
the market (Edvardsson & Olsson, 1996:162; Lusch & Nambisan, 2015:161; Madhavaram
& Hunt, 2008:68; Singh et al., 2020:501; Tregua et al., 2021:563; Vargo & Lusch, 2008a:258;
Vargo & Lusch, 2008b:7; Vargo & Lusch, 2008c:31; West et al., 2018:1320).

The integration of internal and external resources encompasses tangible and intangible
means, which may include market-facing (e.g., service firm employees) and non-market
facing, private resources (e.g., brand trust), as well as public resources, for example, social
institutions and public infrastructure (Alsos et al., 2020:312; Barney, 1991:116; Lusch &
Nambisan, 2015:160; Madhavaram & Hunt, 2008:68; Vargo & Lusch, 2008c:31). Resources
internal and external to the firm can also be classified as operand and operant resources. In
general, operand resources refer to non-human resources, such as physical, financial,
technological, and legal resources, whereas operant resources typically refer to human

resourcesd that is, their capabilities, choices, actions, and interactions with others.

The premise of resource integration, as referred to, is twofold: (1) a resource in itself cannot
be used in isolation, and thus, necessitates the combination thereof with other resources to
establish its usefulness or value; and (2) all innovation is resultant from the recombination
of existing resources, with each recombination, a component for yet more innovative
potentials, referring to the unbounded possibilities of innovation (Lusch & Nambisan,
2015:160; Sarasvathy, 2020:312; Vargo & Lusch, 2008a:257; Vargo & Lusch, 2008b:3;
Vargo & Lusch, 2008c:35). In other words, while various resources, such as finance and
technology, are key enablers for value creation, they are of no use if not combined with
human factors, such as knowledge and skills. In turn, the resources of any firm is finite, and
so, brings to the forefront the significance of synthesising current, available resources in
pursuit of additional means and capacities. While physical, financial, technological, and legal
resources are finite, human imagination abounds, offering infinite possibilities for resource
combination, innovation, and value creation. Also, when resources available to the firm are
combined in a distinctive manner for new or renewed services, it becomes more difficult for

customers to substitute these, and more difficult for competitors to imitate these solutions.
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As a result, the firm establishes a marketplace position of competitive advantage, and so,

superior financial performance and enhanced sustainability.

Central to the notion of resource integration or combination are the concepts of resource
liuefaction and resource density (Lusch & Nambisan, 2015:160). Resource liquefaction
denotes the uncoupling of information from its associated physical representation or device
(e.g., a particular technology that stores, transmits, and process data), which enables
information sharing, and, in turn, generates new cognitive and social connections of value
for innovative purposes (Lusch & Nambisan, 2015:160). Resource density describes the
best combination of resources and the speed with which these are mobilised in order to
facilitate novel and contextually relevant insights and knowledge for innovation (Lusch &
Nambisan, 2015:160).

In concluding the principles of service-dominant logic (see Table 2, p. 20), the fourth principle
describes value as idiosyncratic, experiential, and contextual (Vargo & Lusch, 2008a:258;
Vargo & Lusch, 2008b:7; Vargo & Lusch, 2008c:31). The idiosyncratic and experiential
nature of value implies variability in the ¢ u s t o malue Gassessment of the service
proposition, whereas the contextual nature refers to the manner in which service or value
propositions are created (Cooper & De Brentani, 1991:77; Edvardsson & Olsson, 1996:141;
Vargo & Lusch, 2008a:258; Vargo & Lusch, 2008b:3; Vargo & Lusch, 2008c:31). These

perceptions, relating to the nature of value, will be discussed sequentially.

Table 2: An overview of service-dominant logic principles

Principle Explanation

The application of operant resources (i.e., knowledge and
Service is the fundamental basis of exchange skills) is the basis of exchange and the fundamental source
of competitive advantage.

Service is co-created with customers and defined in terms
of the customer-determined benefit, as such, the firm
cannot create and deliver value independently.

Service is customer-centred (i.e., interactional and
relational)

All social and economic actors are resource integrators The context of value creation is the networks of networks.

Value is uniquely and phenomenologically determined by
Value is idiosyncratic, experiential, and contextual the beneficiary, and contextually created by networks of
social and economic actors (i.e., resource integrators).

Source: Adapted from Tregua et al. (2021:565); Vargo and Lusch (2008b:7).
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The idiosyncratic and experiential nature of value is clarified by way of customer needs,
wants, and expectations, as well as its associated evaluative factors from the perspective of
the service firm. With this in mind, needs denote basic customer requirements in terms of
services and thus represent a necessity which remains relatively constant over time
(Edvardsson, 1997:32; Edvardsson & Olsson, 1996:141). In addition, customer wants,
signify the different and changing ways in which customers desire to fulfil their needs,
relative to their financial and other available means (Edvardsson, 1997:32; Edvardsson &
Olsson, 1996:141). Accordingly,t he t er m 6édemandd wishes brrdesires
(i.e., customer wants) for which customers have purchasing power (Edvardsson, 1997:32;
Edvardsson & Olsson, 1996:141). Although customer expectations are driven by the needs
and wants of customers, itisoftenpr edi sposed t o t hreputhtion asdvall
as the c u st o nmelividuad experience in relation to a particular service firm and its
employees (Edvardsson, 1997:32; Edvardsson & Olsson, 1996:141).

Customer needs, wants, and expectations are further clarified by the following key
evaluative factors of service innovation from the perspective of the service firm (Cooper &
De Brentani, 1991:88-89).

1 Firm synergy: New or renewed services and serviced congruent with the resources,

knowledge, and skills available to the service firm.

1 Market fit: Innovation of services and serviced satisfies clearly identified customer
needs and wants, responds to changing customer wants, and is consistent with

existing customer values.

1 Customer orientation: The development of services and serviced involves customer
integration by way of customer-generated ideas, customer concept tests, customer

field trials, and customer feedback.

In addition to value as idiosyncratic and experiential, it is asserted as contextually created
among networks of social and economic actors, as well as their collaborative activities and
processes of resource integration (Edvardsson & Olsson, 1996:143; Lusch & Nambisan,
2015:155; Sjodin et al., 2020:488; Vargo & Lusch, 2008a:258; Vargo & Lusch, 2008b:7;
Vargo & Lusch, 2008c:35). Therefore, contextual value creation assumes a holistic

approach and system thinking perspective, wherein the entirety of the value system is
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considered, and where linkages, interactions, and interconnectedness holds sway. In other
words, it is an approach and perspective that encompass interacting actors, activities, and

processes with a focus on relationships, patterns, and context.

Accordingly, contextual value creation for innovation is defined in terms of three central
themes (Lusch & Nambisan, 2015:155).

1. The service ecosystem, consists of the evolving actor-to-actor networks, created and
recreated by the effectual actions of social and economic actors and, which affords an
organising logic for exchange and value co-creation. These actor-to-actor networks
include a diverse set of relationships established and maintained among the firm, its

employees, customers, investors, suppliers, governments, and communities.

2. The service platform, offers a venue for innovation, and provides a structure for
enhanced exchange, so as to facilitate more efficient resource liquefaction and
resource density. In general, a distinction can be made between two fundamental
service platforms. These include in-person and digital platforms. On the one hand, in-
person platforms, such as meetups, workshops, career fairs, and roundtable
discussions, represent a beneficial way to personally connect with actors, build
relationships, facilitate human interaction, and enable resource integration. Digital
platforms, on the other hand, enable ease of access to a variety of service actors, and
S0, accelerate communication, interaction, and resource exchange. These include:
social media platforms, such as Facebook, Twitter, and LinkedIn; media-sharing
platforms, for instance, Pinterest and YouTube; blogging platforms like Medium;
discussion platforms, for example, Quora; and review platforms, such as Yelp and

Glassdoor.

3. Value co-creation, encompasses the activities and processes of service actors, their
particular roles, and the support mechanisms, which underlie resource integration for
innovation and value creation.| n ot her wor ds, foaadatmg, shéringc ap ab |
customising, reconfiguring, and integrating knowledge and resources throughout the

frm across the ecosystem, and even beyond t

The aforesaid themes, that is, the service ecosystem, the service platform, and value co-
creation, proposed by Lusch and Nambisan (2015:162), are illustrated by way of a tripartite

framework of service innovation (refer to Figure 2 on p. 23). Accordingly, the framework
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provides an organising structure for service actors, their resources, and their co-creating
activities and processes for value creation. These organising structures are further detailed
in terms of their respective definitions and key requirements, as shown in Table 3 (p. 24)

and conferred in the discussion that follows.

Figure 2: A tripartite framework of service innovation

SERVICE ECOSYSTEM

Actor-to-actor networks

Structural flexibility and Architecture of
; . Shared worldview N
structural integrity participation

SERVICE PLATFORM

Resource liquefaction and resource density

Modular architecture Rules of exchange

N

VALUE CO-CREATION

Resource integration process

Diverse actor roles and supportive environment

. S

Source: Adapted from Lusch and Nambisan (2015:162).
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Table 3:

The central themes of the tripartite framework of service innovation

Theme

Definition

Necessities

Service ecosystem

A relatively self-contained, self-
adjusting system of mostly
loosely coupled social and
economic (i.e., resource-
integrating) actors, connected
by shared institutional logics and
mutual value creation through
service exchange.

Need to enhance both structural flexibility and structural
integrity of the service ecosystem and manage potential
conflicts between the two.

Need to develop and maintain a shared worldview among a
set of cognitively distant actors.

Need to devise and implement an architecture of
participation, to coordinate actors and their service
exchanges.

Service platform

A modular structure that
consists of tangible and
intangible resources and
facilitates the interaction of
actors and resources (i.e.,
resource bundles).

Need to devise an appropriate modular architecture that
enhances resource density.

Need to define and implement the rules of exchange or
protocols for exchange, through the service platform (i.e.,
prescribe how actors/resources can interface with the
platform).

Value co-creation

The processes and activities
that underlie resource
integration and incorporate
different actor roles in the

Need to define the key roles, including those of
beneficiaries, and describe the nature of value created or
co-created by each actor role.

Need to create a supportive environment for resource
integration by focussing on: (1) mechanisms that facilitate
interactions among diverse actors; (2) adapting internal

service ecosystem. processes to accommodate different actors and roles; and

(3) enhancing the transparency of resource integration
activities in the service ecosystem.

Source: Adapted from Lusch and Nambisan (2015:162).

The service ecosystem,a s fcengalndd 0 a n eh dfj ueslteferstg the diverse sets of

self-selected and willing actors who are fairly unrestricted to enter and exit the ecosystem

and to construct partnerships and exchanges with other actors, hence the phrase,il oos el vy
coupledd a c twwonks (ltusch & Nambisan, 2015:164). This degree of agency within the
ecosystem consequently requires both structural flexibility and structural integrity (Lusch &
Nambisan, 2015:164). Structural flexibility denotes the ease of actor participation within the
ecosystem and, therefore, the ability to organise actors in varying ways (i.e., their roles and
responsibilities) to enable adaption relative to environmental stimuli, which, in turn, creates
opportunities for service innovation (Lusch & Nambisan, 2015:164). On the contrary,
structural integrity aims to mitigate the potential costly changes in business relationships,
resultant from the flexibility permitted among actors in the service ecosystem (Lusch &
Nambisan, 2015:164). Mitigation in this sense, is attained by way of shared institutional
logics (i.e., a shared worldview) consisting of a common set of business and cultural
assumptions, as expressed in terms of the mutual standards and protocols, adopted by

service actors (Lusch & Nambisan, 2015:165). These mutual standards and protocols forge
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connections, engagements, and a cohesive perspective amid a diverse set of service actors,
which, in turn, reduces cognitive distance, and thus, enables conducive service exchange
and resource integration (Lusch & Nambisan, 2015:165). In this regard, more effective
knowledge interpretation, sharing, and integration is facilitated, along with an enhanced
ability to leverage resource synergies among service actors (Lusch & Nambisan, 2015:165).
In turn, the mutual standards and protocols, accompanied by the agreed upon means of
compensation, inform the architecture of participation, and consequently, the realisation of
value through exchange (Lusch & Nambisan, 2015:166).

The service platform, which is embedded in the standards and protocols of mutual
exchange, affords a modular structure and venue for resource integration (Lusch &
Nambisan, 2015:166). Accordingly, the modular structure comprises both tangible and
intangible resources, either under the control of the service firm or to which the firm has
access to (Lusch & Nambisan, 2015:162). In addition, the service platform affords a venue
to facilitate the interaction and integration of actors and resources to extract and bundle
resources in an effective manner (Lusch & Nambisan, 2015:162). In this regard, effective
resource extraction and bundling are attained through the design of appropriate methods of
interaction and integration (Lusch & Nambisan, 2015:166). As a result, the design of
appropriate exchange methods enables both contextual relevance and the resource ability

to innovate and create solutions of value.

The concluding theme of the tripartite framework serves as an organising structure for the
processes and activities of service actors which underlie resource integration and value co-
creation (Lusch & Nambisan, 2015:168). To this end, Lusch and Nambisan (2015:169)
specify three overarching actor roles, including the ideator role, the designer role, and the
intermediary role. In turn, these actor roles imply three additional areas of support for service
exchange, resource integration, and value co-creation. These support areas include the
facilitation of interactions among service actors, the adaption of firm processes, and the
establishment of transparent service activities and exchange (Lusch & Nambisan, 2015:169-
170).
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At the outset, the overarching actor roles, which are dependent on the nature of exchange,
as well as the type of resource integration to be achieved, are listed below (Lusch &
Nambisan, 2015:168).

1 Theideatorrole:The service benef i ci t@communicatecshaset o mer
knowledge, and envision new service solutions based on their contextual needs and
wants, as well their individual thought processes and experiences when using, or

acquiring, existing and new service offerings.

1  The designer role: The ability of service actors to customise or reconfigure existing
knowledge, service offerings, and other resources to develop new or renewed services

and service.

1  The intermediary role: The ability of service actors to integrate knowledge and other
resources, and make non-obvious connections across and beyond the ecosystem to

provide value for themselves and other actors.

The additional areas of support, ensuing from the three overarching actor roles, include the
following (Lusch & Nambisan, 2015:169-170):

1  The facilitation of interactions among actors refers to the actual modes of interaction
(i.e., communication and exchange) rather than the protocols (i.e., rules and policies)
which govern interactions among service actors. In this regard, both the ease of access
to platforms and the resources contained therein, as well as the formation of various
communication channels, provide richer opportunities for knowledge sharing, resource

integration, and knowledge generation.

1 The adaption of internal processes denotes the adaption of internal business
processes and organisational roles to accommodate different service actors, and to

enhance individual customer experiences.

1  The transparency of activities speaks to the establishment of clarity relating to the
different actor roles and activities of value co-creation. Clarity, in this regard, aims to

mitigate potential, misplaced value expectations among service actors.

By way of example, these actor roles and support areas are further clarified. For instance,
a customer as ideator may identify a shortcoming while using a specific service offering and

may even have ideas on how to address the matter. While the customer has identified a
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need, want, or particular shortcoming, it is of no use to the firm if the customer does not
have the ability to convey the information and share ideas. Accordingly, this role emphasises
the necessity of knowledge sharing, and the ability of the firm to provide relevant channels,
platforms, and processes to do so. Relevant channels, platforms and processes refer both
to a variety of ways to access the firm, as well as the ease of access in doing so. For
example, Baby Boomers may prefer direct interaction with the firm via a telephone
conversation with employees, whereas Millennials may want to make use of digital
platforms. The customer, however, is not the only source of ideation, as portrayed in the
preceding exampl e. As such, this role can al
service partners. For instance, an employee, group of employees, or leaders of the firm may
identify an existing or upcoming customer or market trend by investigating the data available
to the firm, utilising their specific knowledge and experience, or conversing with service
partners. In this sense, service partners may recognise other needs, wants, shortcomings,
and trends relating to their particular contexts and experiences, and so, provide an additional

source for ideation purposes.

Along the same vein, the role of designer can be fulfilled by various service actors; however,
it is mainly the role of the firm, as innovator, to interpret, combine, and integrate knowledge
and resources for the development of services and service. This may include the facility of
having internal and external knowledge sharing platforms, having well established
relationships with particular customers and service partners, and having the ability to attain
diverse perspectives and a variety of resources to design new or improved service solutions.
By maintaining well-established relationships with customers and partners, the firm has the
opportunity to engage with a diverse set of actors, and thus, the ability to incorporate
different knowledge interpretations, design ideas, and a variety of resources for innovation.
In addition, the firm may elect to adapt its internal structures and processes for innovation.
This may include dlatbéor informal organisational structures to enable open communication,
transparency in activities, as well as knowledge and idea sharing. Moreover, innovation
activities and processes may involve the use of cross-functional and interdisciplinary teams

which contribute to the combination of different views, skill sets, and experiences.

Alternately, the intermediary role, may be enacted by a variety of social and economic actors

who patrticipate, contribute, and effect the development of services and service. That is to
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say, any individual, firm, or other organisation acting as a link between people, their
knowledge, and resources, contribute to interactions among parties, add to the knowledge
and resources of the service ecosystem, and aid in making connections within the service
ecosystem and beyond its boundaries. For example, employees or leaders of the service
firm who collaborate with actors from different industries to expand their knowledge and
attain or combine resources for innovation purposes. Further examples may include
intermediary roles fulfilled by special interest groups, local community forums, consumer
advocate organisations, or research institutions who bring people with shared interests
together to advance knowledge and affect solutions in a specific field. In turn, these
contributions can be extrapolated and utilised for the purpose of innovation. By incorporating
the learnings from different interest fields, industries, and contexts, service actors have an
enhanced ability to make unapparent connections between actors and resources, and

therefore, have an advantage in the creation of novel service solutions.

The specified actor roles and additional support areas, as noted above, provide an initial
frame of reference for value co-creation; however, the particular processes, activities,
mechanisms, and features remain vague and unstructured (Lusch & Nambisan, 2015:171).
In addition, the value co-creation theme of the tripartite framework requires further
clarification regarding the specific supporting resources and its relation to the diverse actor
roles incorporated for service innovation (Lusch & Nambisan, 2015:170). In a broader sense,
the tripartite framework as a whole requires further development. That is, development both
in terms of a combined focus of the different forms of service innovation and value creation,
as well a deeper understanding of the dependencies among the three themes contained in
the framework and the manner in which these interact to enhance innovation (Lusch &
Nambisan, 2015:171). In this sense, the authors point out that effectuation theory and the
design discipline are particularly relevant to facilitate a deeper understanding of the service
innovation themes and to establish a holistic approach for service innovation and value
creation (Lusch & Nambisan, 2015:171). More specifically, reference is made to the effectual
principles of decision-making and value creation under conditions of uncertainty, as well as
designé s ¢ u scentrad Eeatures and components, which may enrich service experiences

and enhance service exchange (Lusch & Nambisan, 2015:171).
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The identified areas of development, and the accompanying research recommendations,
inform the successive review and analysis of the literature with reference to the definitions,
archetypes, and expounding subject matters for service innovation. Moreover, these
developmental areas and recommendations for research provide for a more succinct
conceptualisation of the research problematique in terms of this study. Subsequent to the
formulation of a succinct research problem, attention is given to the suggested theory of
effectuation, as well as the design discipline, with the latter investigated by way of the design

thinking methodology.

2.3 SERVICE INNOVATION DEFINED

2.3.1 Anoverarching definition of service innovation

The purpose of this section is to clarify and consolidate the diverse definitions of service
innovation based on the synthesis perspective, service-dominant logic, and the organising
structure of the tripartite framework for service innovation. The synthesis perspective
outlines a preliminary understanding relating to service innovation forms, with service-
dominant logic as its underlying mindset or lens in terms of value creation (Carlborg et al.,
2014:385; Helkkula et al., 2018:284; Lusch & Nambisan, 2015:158; Michel et al., 2008b:50;
Ordanini & Parasuraman, 2011:4; Vargo & Lusch, 2008a:258; Vargo & Lusch, 2008b:9;
Vargo & Lusch, 2008c:36; Witell et al., 2016:2871).

Value creation, in this sense, is customer-centred, idiosyncratic, experiential, and
contextual, in which all social and economic actors are regarded as resource integrators,
with knowledge and skills as the fundamental basis of exchange (Furrer et al., 2020:308;
Helkkula et al., 2018:290; Lusch & Nambisan, 2015:155; Tregua et al., 2021:567). These
value creation principles of service-dominant logic are expressed and structured by way of
the tripartite framework of service innovation. Accordingly, the tripartite framework offers an
organising structure for resource integrators or service actors (i.e., the service ecosystem),
their resources (i.e., the service platform), as well as their co-creating activities and
processes of value creation (Lusch & Nambisan, 2015:168). Even though these foundational
elements afford an initial conceptualisation of service innovation, it is necessary to seek
further clarity in terms of the meaning of service innovation as a construct, and thus, a more
concrete definition thereof.
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At the outset, Gadrey et al. (1995:5) formulate service innovationasian oper ati on a
transforming some reality C possessed or used by a consumer (or client, or user) B, which
is carried out by a provider A at the request of B, often in co-operation with B, but not leading
to the production of a good capable of circulating intheeconomys epar at el y from i
Ca Service innovation, t h e r e fs tororganisefia solution to a problem (a treatment, an
operation) which does not principally involve supplying a good. It is to place a bundle of
capabilities and competencies (human, technological, organisational) at the disposal of a
client and to organise a solutiong which may vary as a function of its reality or support C,
which, is to be transformed (Gadrey et al., 1995:5). Accordingly, service innovation involves
the ongoing activities of problem-setting and problem-solving, and thus, the process of
designing and redesigning a solution to a problem, relative to its reality or support C (Dell'Era
et al.,, 2020:335; Gadrey et al.,, 1995:5). In this respect, the reality, or support C,
encompasses the resources owned or controlled by the customer B (e.g., goods, technical
systems, information, financial means), the unique and diverse characteristics of B (i.e.,
physical, locational, intellectual), as well as the contextual and resource-integrating abilities
(i.e., technical, structural, collective competencies and knowledge) of other service actors
within the ecosystem (Barney, 1991:116; Edvardsson & Olsson, 1996:162; Gadrey et al.,
1995:5; Hunt, 2004:22; Hunt & Morgan, 1995:3; Lusch & Nambisan, 2015:168; Madhavaram
& Hunt, 2008:70; Singh et al., 2020:503; Sjodin et al., 2020:489). This reality or support
provided by service actors, including customers, affords contextual cues relating to customer
needs and wants demanded in the market and offers additional means or resources which
can be drawn upon and integrated for problem-setting and problem-solving purposes
(Edvardsson, 1997:32; Heinonen & Strandvik, 2020:108; Jian & Wang, 2013:27; Tregua et
al., 2021:567; West et al., 2018:1320). As such, the iterative process of solution design
necessitates ongoing interaction and resource integration among the service firm and other
service actors to maintain contextual relevance and afford the resource ability for service
innovation and value creation (Carlborg et al., 2014:386; Dougherty, 2004:46; Hameed et
al., 2021:11; Sjodin et al., 2020:488; Tajeddini et al., 2020:11).

Service firms, as resource integrators and co-creators of value, can only offer new or
renewed value propositions (i.e., services and service), with value only realised upon the
acceptance thereof (Biemans et al., 2016:383; Edvardsson & Olsson, 1996:144; Heinonen
& Strandvik, 2020:108; Lusch & Nambisan, 2015:160; Madhavaram & Hunt, 2008:68;

-30-



Santamaria, Nieto & Miles, 2012:148-149; Tregua et al., 2021:565). In this sense, Toivonen
and Tuominen (2009:893), describe service innovationasfia new ser vi ce
of an existing service which is put into practice and which provides benefit to the organisation
that has developed it; the benefit usually derives from the added value that the renewal
provides the customersa Accordingly, value creation for the customer, as the ultimate
evaluator of service, equates to value or benefit to the firm by way of economic exchange
(Gustafsson et al., 2020:114; Helkkula et al., 2018:290).

In order to enable the acceptance of value propositions and, thus, economic exchange, new
or renewed services and service should integrate the evaluative factors of firm synergy,
market fit, and a customer orientation, as detailed in the previous section of this chapter
(Cooper & De Brentani, 1991:88-89; Heinonen & Strandvik, 2020:107; Love, Roper &
Hewitt-Dundas, 2010:987; Toivonen & Tuominen, 2009:893; Tregua et al., 2021:567; West
et al., 2018:1320). In this regard, value creation is not only confined to the creation of new

or S

orreneweds er vi ces (i . e. , s er wndsaorservicgpconoepts) and sebviceor s e

(i.e., the processes of development and delivery) to the customer or beneficiary, but also
incorporates the manner in which it is created. To this end, Skalén et al. (2015:137) include
the development of new practices and resources in their definition of service innovation.
Accordingly, the authors define service innovation as the creation of new or renewed value
propositions through the development of existing or new practices and/or resources, or by

way of integrating practices and resources in novel ways (Skalén et al., 2015:137).

In view of this, service innovation and its value forms are classified in respect of the output
created with reference to value propositions,t hat i s, the service

delivery thereof, as well as its value architecture, referring to the development of practices
and resources for these propositions. The development of practices and resources, or value
architecture, is embodied in the value-adding phases of the service development process,
as well as the service business model, which incorporates the architectural elements to
enable service innovation (Breunig, Aas & Hydle, 2014:46; Edvardsson & Olsson, 1996:145;
Enz, 2012:187; Helkkula et al., 2018:290; Ordanini & Parasuraman, 2011:5; Salunke,
Weerawardena & McColl-Kennedy, 2011:1253; Sinkovics, Gunaratne, Sinkovics & Molina-
Castillo, 2021:8; Skalén et al., 2015:137; Tajeddini et al., 2020:11). These architectural

elements include: renewal in the form of organisational and technological systems; revenue
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models; business partnerships; customer and employee interactions; as well as the
integration and development of knowledge and skills (Breunig et al., 2014:46; Enz,
2012:187; Helkkula et al., 2018:290; Ordanini & Parasuraman, 2011:5; Salunke et al.,
2011:1253; Singh et al., 2020:498). As such, value architecture for service innovation is not
only necessary to facilitate the creation of new or renewed value propositions, but can also
be innovated in and of itself with renewal in the form of the service development process

and the service business model.

In addition to the definitions discussed above, Witell et al. (2016:2868-2869), in their review
and synthesis of the literature, offer several alternative definitions with regard to service
innovation. These definitions, as presented in Table 4 (p. 32), along with those detailed
above, subsequently relay three central features of service innovation. These features,
which comprise the fundamentals, function, and forms of the construct, consequently impart

an overarching definition for service innovation.

Table 4: Definitions of service innovation

Definition Source

fA service innovation is a new service experience or service solution that
consists of one or several of the following dimensions: a new service concept,
new customer interaction, new value system/business partners, new revenue
mode or new organisational or technological service delivery system. 0

Breunig et al. (2014:46).

fService innovation is defined as the introduction of novel ideas that focus on
services that provide new ways of delivering a benefit, new service concepts,
or new service business models through continuous operational improvement, | Enz (2012:187).
technology, investment in employee performance, or management of the
customer experience. 0

féservice innovation as enterprises:¢
of service, using a variety of innovative ways to meet customer needs and | Jian and Wang (2013:27).
maintain competitive advantage. 0

ifé a firm is said to have undert aks

A . . R Love et al. (2010:987).
or significantly improved service. 0

fi éservice innovation can be considered as an offering not previously available
tothef i r més @ withér amazdition to the current service mix or a
change in the service delivery processd that requires modifications in the sets
of competences applied by service providers and/or customers. 0

Ordanini and Parasuraman (2011:5).

fi éservice innovation as the extent to which new knowledge is integrated by
the firm into service offerings, which directly or indirectly results in value for the | Salunke et al. (2011:1253).
firm and its customers/clients. 0

-32-



Definition Source

fi € nsewices have been introduced into the market, or existing services
have been significantly improved or important changes have been made to
their basic characteristics, intangible components,or desi red pu

Santamaria et al. (2012:148-149).

Source: Adapted from Witell et al. (2016:2868-2869).

The diverse definitions of service innovation as included in the opening discussion, as well
as those above, are clarified in terms of the basic nature of service innovation, which can be
consolidated into three central features. These features entail the following: (1) the
fundamentals of service innovation, referring to the most basic aspects in qualifying the
efforts of the service firm as an innovation; (2) the function of service innovation, relating to
the intended purpose of service innovation; and (3) the forms of service innovation to
accomplish its intended purpose. The specified features, along with its associated key terms

and a short description, are shown in Table 5 (p. 33).

Table 5: The central features of service innovation
Feature Key terms Description Source
Biemans et al. (2016:383).
For innovation, new or renewed Breunig et al. (2014:46).
Creation and _solut|ons are created and put Carlborg et al. (2014:386).
) . into practice.
implementation Dougherty (2004:46).
New or renewed Novelty is based on its newness )
, to the firm and/or in a larger Enz (2012:187).
Fundamentals | value solution .
context. Jian and Wang (2013:27).
Contextual | luti ¢ . f N
relevance and Value solutions are a function of | Ordanini and Parasuraman (2011:5).
resource ability its context (|.e._, re_allty or _
support, of which is to be Salunke et al. (2011:1253).
transformed). Skalén et al. (2015:137).
Toivonen and Tuominen (2009:893).
The ongoing interaction and
resource integration among .
Internal and service actors to maintain Carlborg et al. (2014:386).
external resource contextual relevance and afford Dougherty (2004:46).
exchange and the resource ability for value
integration creation. Gadrey et al. (1995:5).
Function Customer-centred The activities of problem-setting | Jian and Wang (2013:27).
problem-setting and | and problem-solving to address | | ysch and Nambisan (2015:160).
problem-solving customer needs and wants
demanded in the market. Salunke et al. (2011:1253).

Customer and L

organisational value | To offer a new or renewed Skalen et al. (2015:137).

creation solution which provides added Toivonen and Tuominen (2009:893)
value for the customer and, in ’ ’
turn, value for the firm.
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Value architecture
(i.e., the phases
and elements of
service innovation)

The service development
process and service business
model.

Feature Key terms Description Source
Breunig et al. (2014:46).
Value proposition Value proposition: Enz (2012:187).
(clloen.,cég? ;ﬁ(rjviltcse Theservicedpr oduct & | Gadrey etal (1995:5).
delivery process) line, and the delivery thereof. Helkkula et al. (2018:290).
Forms Value architecture:

Jian and Wang (2013:27).

Ordanini and Parasuraman (2011:5).
Salunke et al. (2011:1253).

Skalén et al. (2015:137).

Source: Compiled by author.

The nature of service innovation, as consolidated by the tabled features, consequently
informs an overarching definition for service innovation. The proposed definition is described
as follows: Service innovation is the creation and implementation of a new or renewed
service concept, process, or business model, which requires the continual interactions and
integration of internal and external resources available to the organisation, in an aim to solve
customer problems and, as such, create customer and organisational value. The

foundational concepts and the central features of service innovation, which informed the

proposed definition, is illustrated in Figure 3 (p. 35).
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Figure 3:

The service innovation construct
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The service innovation construct, as depicted in Figure 3 (p. 35), clarifies the progressive
developments made in respect of the meaning and central features of service innovation, in
particular, service innovation for value creation. At the outset, the assimilation perspective,
recognises innovation in terms of the ser vi ce
demarcation perspective expands this view to include innovation in terms of the service
delivery process. Both of these perspectives are included in the synthesis point of view,
wherein innovation of the service development process is also acknowledged. In turn, these
forms of innovation and value creation, incorporated in the synthesis point of view, are
elaborated upon and refined in terms of service-dominant logic (refer to Section 2.2.2, p.

17). In this respect, services encompass the service concept, as well as the delivery of the

ser vi

denote the value proposition offered to the customer or service beneficiary. Service, on the

c e

Oproduct 6
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other hand, incorporates both the service development process, as well as the service
business model. Accordingly, this involves the value-adding phases, as well as the
architectural elements of the service development process and service business model,
respectively (Breunig et al., 2014:46; Enz, 2012:187; Heinonen & Strandvik, 2020:104;
Ordanini & Parasuraman, 2011:5; Salunke et al., 2011:1253; Sinkovics et al., 2021:8; Skalén
et al., 2015:137; Taques et al., 2021:13). Collectively, the service development process and
service business model is expressed as value architecture. Value architecture, is
predominantly focused on the design and development of practices and resources. The
purpose is to facilitate contextual relevance, resource ability, actor participation, as well as
processes and experiences of value, which, in turn, support valued outcomes by way of
economic exchange. In other words, value architecture both supports and advances the
firmds ability to cr eataedegperieritia valua) ant, asvaadsult,e , us

value in exchange.

Given the intricate nature of value creation, service-dominant logic offers a mindset to
understand the means and meaning by which value is created. In terms of means, the logic
stresses the significance of operant resources, that is, human knowledge and skills as the
fundamental basis of all exchange, innovation, and value creation. The logic therefore
recognises the importance of human factors, specifically, human capabilities, human
interactions, and human relations, and so, the conception that all social and economic actors
are resource integrators and co-creators of value. Accordingly, the context of value creation,
is the networks of networks, wherein value is idiosyncratic, experiential, and contextual. In
other words, the interpretation of value differs from one firm to another, or one individual to
another, according to their particular norms, beliefs, and experiences. These individuals, or
service actors, cannot create value independently, thus requiring the combined efforts of
many actors, their intellects, resources, activities, and processes towards mutually beneficial
service exchange and value creation. In this regard, the tripartite framework offers an
organising structure for networks of social and economic actors, their resources, and their
activities and processes of resource integration, and value co-creation. That is to say, an
organising structure in respect of the service ecosystem, the service platform, and value co-

creation.
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The tripartite framework is further demarcated, in terms of the service innovation frame and
the service innovation function, to illustrate the duality as both a subject and object of service
innovation. This subject-object denotation of service innovation speaks to the actors,
resources, and processes, that constitute the reality or support for service innovation, which,
in turn, is to be transformed (Carlborg et al., 2014:386; Dougherty, 2004:46; Gadrey et al.,
1995:5; Gustafsson et al., 2020:112; Lusch & Nambisan, 2015:162; Szambelan, Jiang &
Mauer, 2020:431). Simply stated, these actors, resources, and processes, are not only
necessary to innovate and create value, but can also be innovated in itself. For instance, by
constructing new partnership networks, new resource combinations, or new or renewed
activities and processes for enhanced resource integration, human interaction, and service

exchange.

Given that a resource in itself cannot be used in isolation and, therefore, necessitates the
combination with other resources to establish its usefulness or value, an emphasis is placed
on the co-creating activities and processes among service actors. These co-creating
activities of resource integration for transformation and value creation accentuate the
relational nature of service innovation, along with the systemic process, in which all actors
engage in ongoing negotiations, experimentation, and learning, to create and re-create
reciprocal service solutions and the structures on which it is founded (Carlborg et al.,
2014:386; Dougherty, 2004:46; Enz, 2012:187; Hameed et al., 2021:11; Heinonen &
Strandvik, 2020:107; Jian & Wang, 2013:27; Love et al., 2010:987; Lusch & Nambisan,
2015:168; Madhavaram & Hunt, 2008:68; Salunke et al., 2011:1253; Toivonen & Tuominen,
2009:893; Tregua et al., 2021:565; Vargo & Lusch, 2008a:257; Vargo & Lusch, 2008b:7;
Vargo & Lusch, 2008c:35; Vargo et al., 2015:67; West et al., 2018:1321).

In concluding the discussion of the service innovation construct, three sub-constructs of
service innovation are accentuated and triangulated in Figure 3 (p. 35). The triangulated
sub-constructs of the service innovation frame, function, and forms demonstrate the
multifaceted nature of service innovation, along with the interrelated nature of the proposed
sub-constructs. In this regard, Helkkula et al. (2018:293), suggest a combined, four-
archetype approach to supplement and expand on the noted complexities and

connectedness inherent in the service innovation construct and its proposed sub-constructs.
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2.3.2 The archetypes of service innovation and value creation

The archetypes of service innovation refer to the classification thereof, based on different
research foundations, to explain the views and forms of service innovation that might exist.
In this sense, the different research foundations inform the diverse characteristics, foci, actor
roles, and value contributions associated with the output-based, process-based,
experiential, and systemic archetypes of service innovation, as detailed in Table 6 (p. 38).
These ideal or theoretical prototypes, and its accompanying features, serve as an apparatus

to explain the complexities inherent in the different forms of service innovation, and its

contribution to value creation (Helkkula et al., 2018:285).

Table 6: The service innovation archetypes and its contribution to value creation
Archetype Output-based Process-based Experiential Systemic
Research foundation
Approach Product innovation Service development | Phenomenology Social systems
Service innovation characteristics and foci
A new or renewed A change in the An |an|V|duaI A reconfiguration of
Description offeringtot h e f i service creation experience of resources, actors,
customers 10CESS something new or and institutional
P revised arrangements
Architectural phases VAth“; ucs)ir: sthg € X1 Resource integration
Focus Attributes of the and elements of the service an% in the by actors engaged in
service innovation service innovation wider experiential the service
process P ecosystem
context
Service innovation actor roles
e, | Companiestrat | Customars orany | Drentfstres o
Main actors customers as eigt’h(,ar manage the process, | other actors involved makey resources
assive adopters or actors who attend in the service available for value
pas P the process phenomenon :
active co-developers creation
. To integrate
oo e | Dot | Sopeiate AU | resaurces i anove
9 P P and viable way
To generate ideas To, more or less, To experience the -rreos:)nutregersatve;/i?r:l\é?ktmzr
Customers and offer feedback actively provide service innovation available resources
on new or renewed inputs to the service | phenomenon in their | . .
) ) . in a novel and viable
service concepts creation process social context way
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Archetype

Output-based

Process-based

Experiential

Systemic

Other actors

Suppliers and
service partners

Service partners and
other customers

Other individuals in
the social setting

All other actors
involved in the
service ecosystem

Valu

e co-creation contributions

Value concept

Value-in-exchange:
Creating outputs to
various extents with
valuable attributes

Value-in-use:
Accrued throughout
the service process
as a stage activity, in
which value emerges
through change or

Value-in-experience:
New and valuable
experiences that are
individually
experienced but
socially co-created

Value-in-context:
Improved viability of
the ecosystem, as
available resources
are integrated in a
specific context

transformation

Source: Adapted from Helkkula et al. (2018:290).

The output-based archetype, as the name suggests, is primarily concerned with the creation
and implementation of valued outcomes, referring to the service concept and the delivery
thereof, with value effected by way of economic exchange; in other words, valued outcomes
or services that are needed, wanted, and demanded in the market. Accordingly, this
archetype is embodied in the value proposition of the service firm, which is generated by the
value-adding phases of the service development process and the architectural elements of
the service business model (Breunig et al., 2014:46; Edvardsson & Olsson, 1996:145; Enz,
2012:187; Gustafsson et al., 2020:112; Helkkula et al., 2018:290; Ordanini & Parasuraman,
2011:5; Salunke et al., 2011:1253; Sinkovics et al., 2021:8; Skalén et al., 2015:137).
Together, the phases and elements of value architecture denote the process-based
archetype of service innovation, in which value is recognised in use for the creation and

implementation of valued outcomes and, as such, economic exchange.

Even though the process and output-based archetypes substantiate the sub-construct of
service innovation forms, these archetypes, in isolation, are inadequate to describe the
manner in which value is created (Helkkula et al., 2018:293). That is to say, the combined
efforts of service actors, their intellects, resources, activities, and processes toward novel
ways of resource integration, reciprocal solutions, and valued experiences that improve the
viability of the service ecosystem. As a result, the experiential and systemic archetypes are
incorporated within this approach to afford an overarching view of innovation as synthesis
that is conceptualised in value as co-created (Helkkula et al., 2018:293). Accordingly, the
idiosyncratic, experiential, and contextual nature of service innovation and value creation,

as structured by the tripartite framework, and demarcated by the sub-constructs of the
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service innovation frame and function, is recognised by means of the experiential and
systemic archetypes (Edvardsson & Olsson, 1996:143; Helkkula et al., 2018:290; Lusch &
Nambisan, 2015:155; Ordanini & Parasuraman, 2011:5; Vargo & Lusch, 2008a:258; Vargo
& Lusch, 2008b:7; Vargo & Lusch, 2008c:33; Witell et al., 2016:2870). In this view, value is
phenomenologically determined by individual service actors, and collectively shaped within
the actor-to-actor networks of the service ecosystem, through service exchange, and the
processes and activities that underlie value co-creation. Consequently, institutional logics
and the architecture of participation is transformed to enable resource ability, contextual
relevance, and experiences of value, for service solutions demanded in the market (Barras,
1986:161; Cooper & De Brentani, 1991:75; Edvardsson & Tronvoll, 2013:19; Furrer et al.,
2020:310; Gallouj & Weinstein, 1997:537; Heinonen & Strandvik, 2020:108; Helkkula,
Kelleher & Pihlstrom, 2012:59; Helkkula et al., 2018:284; Michel et al., 2008a:56;
Schumpeter, 1934:132; Storey & Kelly, 2001:71; Tregua et al., 2021:565; Vargo & Lusch,
2008b:3; Vargo & Lusch, 2008c:31; Vargo et al., 2015:63; West et al., 2018:1322).

The combined, four-archetype approach of service innovation, that centres around value-
co-creation, is illustrated in Figure 4 (p. 41). The integrated approach utilises the strengths
of each archetype and overcomes the limitations inherent in the different archetypes by
accommodating complexity and addressing service innovation as co-created among service
actors, their resources, and their activities and processes of value creation (Barrett et al.,
2015:65; Edvardsson & Olsson, 1996:143; Furrer et al., 2020:310; Helkkula et al., 2018:293;
Lusch & Nambisan, 2015:161).
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Figure 4: The combined value-centred approach of service innovation
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Source: Adapted from Helkkula et al. (2018:293).

According to the combined, four-archetype approach, as illustrated above, service
innovation is a phased activity in which, value is created through change or transformation
(Helkkula et al., 2018:290). The phased activity, as centred around value co-creation,
initiates with the process-based archetype, where focus is placed on how technological
developments change the service concept, the process of service delivery, and the manner
in which services are accessed and consumed (Helkkula et al., 2018:293). The authors
further argue that these changes generate new or renewed service outputs, which, are
individually experienced, yet, socially co-created. Collective experiences, in turn, influence
institutional arrangements and logics across the service ecosystem, and so, the facilitation
of more conducive actor participation. Subsequently, this enhances resources integration
and, therefore, the resource ability to create or transform service processes and outputs of
contextual relevance (Edvardsson & Olsson, 1996:143; Helkkula et al., 2018:293; Lusch &
Nambisan, 2015:161; Vargo & Lusch, 2008b:7; Vargo & Lusch, 2008c:36; Vargo et al.,
2015:65).
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Subsequent to the combined, four-archetype approach, proposed by Helkkula et al.
(2018:293), a conceptual framework is offered, as shown in Figure 5 (p. 42). The conceptual
framework for co-created service innovation rests on a combination of the four archetypes,
its contribution to value creation, as well as the three sub-constructs of service innovation.
As noted earlier, the sub-constructs of the service innovation frame, function, and forms,
demonstrate the multifaceted and interrelated nature of service innovation, which are

elucidated and ordered by way of the four-archetype approach.

Figure 5: A conceptual framework for co-created service innovation
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In line with the combined, four-archetype approach proposed by Helkkula et al. (2018:293),
the conceptual framework, as illustrated above, views innovation as synthesis and
conceptualises value as co-created. Accordingly, the conceptual framework integrates the

different forms of service innovation and value creation to accommodate the complexities

- 42 -



thereof and address service innovation as co-created among service actors, their resources,
and their activities and processes of value creation (Barrett et al., 2015:65; Edvardsson &
Olsson, 1996:143; Helkkula et al., 2018:293; Lusch & Nambisan, 2015:161; Tregua et al.,
2021:565; Vargo & Lusch, 2008a:258; Vargo & Lusch, 2008b:7; Vargo & Lusch, 2008c:35;
Vargo et al., 2015:65; West et al., 2018:1322). Congruently, service innovation is portrayed
as a phased process, addressed in terms of the demarcated sub-constructs of the service
innovation frame, its function, and forms, and connected through an account of co-created

service innovation, and, thereby, value co-creation.

The phased process of the conceptual framework, unlike the four-archetype approach,
initiates with the service frame or context, which directs innovation efforts and affords the
resource ability for problem-setting and problem-solving purposes. Accordingly, the
problem-setting and solving process is a function of its reality or support, which is to be
transformed, by way of resource integration. In turn, resource integration is a function of
human knowledge, skills, and systemic action, which defines the service innovation form or
forms required, whether it be, innovation in the form of the service concept, its delivery
process, or the architectural phases and elements of the service development process and
service business model. These service solutions, which are individually experienced and
evaluated, yet, socially co-created, subsequently transform the existing reality or support,
which, successively, direct innovation efforts and afford the resource ability for problem-

setting and solving purposes.

The conceptual framework, which depicts innovation as synthesis, and conceives value as
co-created, offers a combined and interrelated structure for service innovation and value
creation, grounded in service-dominant logic. Moreover, the proposed framework affords a
preliminary understanding of the identified areas for development and the accompanying
research recommendations put forward by Lusch and Nambisan (2015:171); specifically,
the call for a combined focus concerning the different service innovation and value forms,
as well as the dependencies and complementarities among the themes of the tripartite
framework as explained and illustrated by way of the sub-constructs of the service
innovation frame, its function, and forms. However, several detailed explanations remain
unanswered. In particular, clarifying the specific activities, mechanisms, features, and

fundamental resources, to support the service innovation function of resource integration
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(Lusch & Nambisan, 2015:171). As such, the resource integration function of problem-
setting and solving remains inexplicit, unclear, and unstructured. To this end, the subject
matters pertaining to: operand and operant resources; resource-advantage theory; the
concepts of competencies and capabilities; the phases, content, and quality factors of the
knowledge integration and service development process; and the notion of wicked problems
provide guidance (Buchanan, 1992:15; Cross, 1982:224; Furrer et al.,, 2020:311; Hunt,
2004:22; Hunt & Morgan, 1995:3; Hunt & Morgan, 1996:109; Madhavaram & Hunt, 2008:79;
Rittel & Webber, 1973:161; Teece et al., 1997:526; Tregua et al., 2021:565; Winter,
2003:994; Zollo & Winter, 2002:343). These expounding subject matters for service

innovation are discussed in the subsequent section.

2.4 EXPOUNDING SUBJECT MATTERS FOR SERVICE INNOVATION

The added complexity and ambiguity often associated with service innovation, compared to
that of product innovation, is made evident by the different service innovation perspectives,
logics, definitions, and types of innovation and value creation, as discussed in the preceding
literature analysis and the ensuing conceptual framework proposed. In brief, an argument is
made for synthesised service innovation and co-created value creation, grounded in service-

dominant logic, as put forward by Vargo and Lusch (2008a:257), and illustrated in Figure 6
(p. 45).

Service-dominant logic, with its roots in resource-advantage theory, moves beyond the
confines of goods-dominant logic, a static-equilibrium economy, and the notion that value is
exclusively created in terms of service output (Hunt, 2004:21; Hunt & Morgan, 1995:3; Hunt
& Morgan, 1996:113; Lusch & Nambisan, 2015:171; Madhavaram & Hunt, 2008:68; Vargo
& Lusch, 2008a:257; Vargo & Lusch, 2008b:10; Vargo & Lusch, 2008c:36). In counter to the
traditional views of neoclassical economics and goods-dominant logic, Vargo and Lusch
(2008b:7) contend that service innovation has evolved towards a dynamic, transitional, and
transformative process of value co-creation. This process of service innovation is founded
on the principles of customer-centredness, referring to the interactional and relational nature
of service innovation, operant resourcesd whereby knowledge and skills are the
fundamental basis of exchanged and where value is contextually created among networks
of social and economic actors (Hunt, 2004:21; Vargo & Lusch, 2008b:7).
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Figure 6:

Value creation and service-dominant logic
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Source: Adapted from Vargo and Lusch (2008a:257).

Although service-dominant logic and its underlying principles have been discussed at length
in the previous sections of this chapter, it is useful to clarify its principles and process, with
regard to its origins, founded in resource-advantage theory. To this end, Table 7 (p. 45),
provides a summary of the key concepts relating to resource-advantage theory and the
conceptual developments made in comparison to that of neoclassical theory. In turn, the

stated concepts and developments facilitate a comparative synopsis of the differentiated

logics and transitional concepts of service innovation, as detailed in Table 8 (p. 49).

Table 7: The key concepts of neoclassical theory and resource-advantage theory
Concept From neoclassical theory To resource-advantage theory
Demand Homogeneous within industries Heterogeneous within industries
Information Perfect and costless Imperfect and costly

Human motivation

Self-interest maximisation

Constrained self-interest

Objective of the firm

Profit maximisation

Superior financial performance
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Concept From neoclassical theory To resource-advantage theory

Resources Capital, labour, and land organisational, informational, and

Financial, physical, legal, human,

relational resources

Resource characteristics Homogeneous, perfectly mobile Heterogeneous, imperfectly mobile

Role of management

Recognise, understand, create,
select, implement, and modify
strategies

Determine quantity and implement
production function

Role of environment

Completely determines conduct and

performance Influences conduct and performance

Competition Quantity management Comparative advantage

Source: Adapted from Hunt and Morgan (1995:3).

The key concepts of resource-advantage theory, as tabled above, represent the following
(Hunt & Morgan, 1995:5-8):

T

Demand: As significantly heterogeneous and dynamic according to the unique and
changing tastes and preferences of customers, wherein the information is imperfect

and often costly to obtain, both in terms of time and money.

Human motivation: Relating to the roles and impetus of customers, employees, and
managers, which are constrained by self-interest seeking considerations, concerning
what is fright, proper, ethical, moral, or appropriateg rather than the supposition that

opportunism prevails in all circumstances (Hunt & Morgan, 1995:6).

The primary objective of the firm: As that of superior financial performance, instead of
profit maximisation, given the conditions of imperfect and often costly information, as
well as the considerations of morality, which may constrain the financial performance

of the firm, and thus, profit maximisation efforts.

Resources:As t he fAtangi ble and intangi bl e e
to produce efficiently and/or effectively a market offering that has value for some
mar ket segment (Hunt & Mergamel®935:6)0 These resources are
categorised as: physical (e.g., plant, equipment); financial (e.g., cash reserves, access
to financial markets); legal (e.g., trademarks, licenses); human (e.g., the knowledge
and skills of individual employees); organisational (e.g., competencies, controls,
policies, culture); informational (e.g., knowledge from customer and competitor

intelligence); and relational (e.g., relationships with customers and partners).
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Moreover, resources are characterised as heterogeneous and imperfectly mobile,

which speaks to the assortment of resources that is in some way unique to the firm,

and which, to varying degr,ereeadlybaughtandsold [ c or
i n the ma(Hines Moigancl89s:7).

1  The role of management: As the development and implementation of strategies, based
on those resources by which the firm has a comparative advantage, and therefore, the
establishment and maintenance of a position of competitive advantage and superior

financial performance.

1  The role of the environment: As an influence ont h e fconduatd "rategy, and
performance, rather than the sole determinant thereof, given the heterogeneous and
immobile nature of resources, and thus, the strategic choices imposed by these

resources, which, in turn, influence the performance of the firm.

1 Competition: As a comparative advantage 1in
assortment of resources (e.g., Its compete
offering that, relative to extant offerings by competitors, is perceived by some market
segments to have superior val ue an(ldunhta&r can
Morgan, 1995:7). As such, competition is argued to be a continuous struggle among
firms for a comparative advantage in resources, and so, a marketplace position of

competitive advantage that yields superior financial performance.

The comparative advantage concept of competition, as explained by the foundational
premises of resource-advantage theory, is illustrated by Figure 7 (p. 48). The schematic,
illustrates competition as a dynamic and continuous process among firms to establish and
sustain a comparative advantage in resources that will yield a competitive market position,
and, thereby, superior micro and macro performance (Hunt, 2004:22; Hunt & Morgan,
1995:9; Hunt & Morgan, 1996:108).1 n t hi s process, Afirms | ear.:
result of feedback f rom rel ative financi al performance.

which in turn, signals relative resourceso(Hunt & Morgan, 1996:108).

In addition, the process of resource-advant age theory portrays t

performance and growth, as follows (Hunt & Morgan, 1996:112):
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1  Societal institutions, actors, and resources: As potential facilitators of comparative and
competitive advantage toward superior quality, efficacy, innovation, and financial
performance, and, thereby, firm and economic growth;

1  Competition: As an evolutionary, real time, and continuous process of learning and

development;

i Andinnovati on: As a key contributor to the
process of competition, whereby, innovation is dependent on complex, higher-order
resources to effect superior advantage, performance, and growth.

Figure 7. A schematic of the resource-advantage theory of competition
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Source: Adapted from Hunt and Morgan (1995:9); Hunt and Morgan (1996:108).

The schematic and key concepts of resource-advantage theory, as illustrated and discussed
above, consequently inform a comparative synopsis pertaining to the differentiated and
progressive logics of service innovation, as shown in Table 8 (p. 49). Accordingly, a
comparison is made between the traditional views and mindsets of service innovation and
value creation, and its progression towards a renewed and more holistic mindset, as

encapsulated by service-dominant logic. To this end, the conceptual developments made
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are grouped in terms of the various research approaches, its associated features, and the

perceptions pertaining to resources, for service innovation and value creation.

Table 8:

A comparative synopsis of goods and service-dominant logic

Concept

Goods-dominant logic

Transitional logic

Service-dominant logic

Foundation of the

research approach

Theory or disciplinary field

Neoclassical theory

Resource-advantage
theory

Phenomenology and
systems theory

advantage

Features
Perspective Assimilation Demarcation Synthesis
Offering Goods or products Services Service
Orientation Product feature or attribute Customer process Service solution (i.e.,
outcome process and outcome)
Market withd interaction
Promotion To marketd mass market Market tod markets of one | and dialogue with social
and economic actors
Competition Quantity management Comparative resource Operant resources

Environment

Equilibrium systems

Dynamic systems

Complex adaptive systems

Value creation networks

Logistics network Supply chain Value chain (i.e., networks of networks)
. . . Idiosyncratic, experiential,

Exchange Transactional Interactional and relational and contextual

Information Perfect and costless Imperfect and costly Ill-defined or ill-structured,

and cost as subjective

Reso

urces

Classification

Capital, labour, and land

Financial, physical, legal,
human, organisational,
informational, relational

Operand and operant

Employees as resources

To produce offerings

To manage the creation
and delivery process

To integrate resources in a
valuable manner and
facilitate experiences of
value

Customers as resources

Passive adopters or
recipients of goods or
products

Co-producers of value

Resource integrators and
co-creators of value

Activities and mechanisms

Make and sell

Sense and respond

Integrate, offer, learn, and
adapt
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Concept Goods-dominant logic Transitional logic Service-dominant logic
Value
Formation Value-added Co-production Co-creation
Value-in Exchange Use Experience and context
Realisation Price Delivery Solution proposition
. S ) L . . . . Profit as feedback and
Financial aim Profit maximisation Financial engineering | -
earning
Employee-led, leader
Accountability Company executives supported, and company Purpose driven
enabled
Priority The company The process The network of teams
- L Vision, mission, and Purpose, empowerment,
Motivation Company directive purpose and impact
. Operational efficiency, Disruptive thinking,
Focus Company capacity and financial and quality collaboration, change
competency . . " SR
engineering agility, and sustainability
Drivers The what The how The why

Source: Adapted from Hunt and Morgan (1995:3); Vargo and Lusch (2008a:258).

The purpose of the comparative synopsis is threefold: (1) to recapitulate and clarify the
transition made from goods-dominant logic to service-dominant logic; (2) to connect the
argument made for synthesised and co-created service innovation, grounded in service-
dominant logic, to its origins of resource-advantage theory; and (3) to order the concepts
and principles of service-dominant logic to establish a starting point in clarifying the specific
activities, mechanisms, features, and fundamental resources in support of the resource

integration process of problem-setting and solving.

2.4.1 Resources, activities, and mechanisms for service innovation

As a point of departure, the fundamental resources required for problem-setting and solving
purposes are clarified through the concepts of operand and operant resources (Hunt,
2004:22; Lusch & Nambisan, 2015:156; Madhavaram & Hunt, 2008:67; Vargo & Lusch,
2008h:7). Operand resources are defined as those resources upon which an action or

operation is performed, whereas operant resources are those resources which act upon
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other resources, both operand (i.e., physical, financial, legal resources) and operant, that is,

human, organisational, informational, and relational resources.

Even though both operand and operant resources are necessary for problem-setting and
solving purposes, an emphasis is placed on operant resources, as the basis of all exchange
and the fundamental source of competitive advantage (Edvardsson & Tronvoll, 2013:27;
Lusch & Nambisan, 2015:159; Madhavaram & Hunt, 2008:79; Michel et al., 2008a:64;
Skalén et al.,, 2015:150; Vargo & Lusch, 2008b:7). This reasoning is based on the
perspective that operand resources cannot be used in isolation, but rather require the
combination thereof with operant resources, to establish its usefulness or value (Barney,
1991:116; Gallouj & Weinstein, 1997:552; Hipp & Grupp, 2005:519; Jian & Wang, 2013:36;
Michel et al.,, 2008b:61; Salunke et al., 2011:1257; Salunke, Weerawardena & McColl-
Kennedy, 2019:152). Accordingly, for value creation, in terms of service-dominant logic, the
focus shifts from operand resources, or balance sheet resources, such as physical
resources, to the competencies of the firm, its employees, customers, and other value-
creating partners (Gadrey et al., 1995:5; Hameed et al.,, 2021:11; Lusch & Nambisan,
2015:159; Tajeddini et al., 2020:11; Tregua et al., 2021:565; Vargo & Lusch, 2008c:31).
These off-balance sheet resources, or operant resources, are comprised of basic or lower-
order operant resources, which serve as the foundational elements for the development of
higher-order operant resources, as shown in Figure 8 (p. 52) (Hunt, 2004:22; Hunt &
Morgan, 1995:6; Hunt & Morgan, 1996:109; Lusch & Nambisan, 2015:171; Madhavaram &
Hunt, 2008:68).

In terms of resource advantage theory, not all resources that are valuable to the firm have

an exchange value or market price, given the nature of operant resources (i.e., off-balance

sheet resources), which is characterised as imperfectly mobile (Hunt, 2004:22; Vargo &

Lusch, 2008b:5; Vargo & Lusch, 2008c:31). Relative immobile resources, s uch as t he f
competencies, are not easily traded in the market place, save from instances where the firm

itself is bought or sold (Hunt, 2004:22). Accordingly, the value, thereof, is not determined by
exchange value, but rather, by the extent to
ability to efficiently and/or effectively deliver market offerings that are regarded as valuable

to some market segment or segments (Gustafsson et al., 2020:114; Hunt, 2004:22; Hunt &
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Morgan, 1995:6; Madhavaram & Hunt, 2008:76; Vargo & Lusch, 2008a:256; Vargo & Lusch,
2008b:3; Vargo & Lusch, 2008c:30).

Figure 8: Basic and higher-order operant resources
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Higher-order operant resources are synonymous with the terms, competencies, and
capabilities (Heinonen & Strandvik, 2020:108; Hunt, 2004:22; Hunt & Morgan, 1995:6; Hunt
& Morgan, 1996:109; Madhavaram & Hunt, 2008:68; Teece et al., 1997:515; Vargo & Lusch,
2008a:256; Vargo & Lusch, 2008c:31; Winter, 2003:994; Zollo & Winter, 2002:348). These
terms are regarded as interchangeable and refer to the complex combinations of operand
and operant resources, which fit together in a synergistic manner, by way of collective
activities and learned patterns, for the achievement of new and innovative forms of
competitive advantage. The ability to achieve new and innovative forms of competitive
advantagei s represented by dynamic capabilit]i
build, and reconfigure, internal and external competences to address rapidly changing
environme n t(Beece et al., 1997:516).

The portrayal of higher-order operant resources or competencies or capabilities as dynamic,
lays emphasis on the fundamental roles of the service firm to adapt, integrate, and
reconfigure internal and external skills, resources, and competencies relative to a changing
environment (Furrer et al., 2020:310; Heinonen & Strandvik, 2020:108; Hunt & Morgan,
1995:8; Hunt & Morgan, 1996:113; Madhavaram & Hunt, 2008:79; Singh et al., 2020:508;
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Teece et al., 1997:521; Zollo & Winter, 2002:348). Accordingly, achieving a competitive
advantage, requires the exploitation, coordination, and integration of existing internal and
external resources, as well as the adaptation and reconfiguration thereof, to suit the
requirements of a changing environment (Heinonen & Strandvik, 2020:107; Teece et al.,
1997:515). These dynamic capabilities are not only pivotal to achieving congruence with the
changing needs and wants of customers, but are also fundamental when: (1) the time-to-
market and timing of innovations are critical; (2) the rate of technological change is rapid;
and (3) the nature of future competition and markets are difficult to determine (Alsos et al.,
2020:613; Beckman, 2020:145; Sjodin et al., 2020:488; Teece et al., 1997:515).

In addition, higher-order operant resources, or competencies, or capabilities, are refined in
terms of a hierarchical order, consisting of composite operant resources and interconnected
operant resources (Lusch & Nambisan, 2015:171; Madhavaram & Hunt, 2008:70).
Composite operant resources, on the one hand, comprise of two or more distinct, basic, or
higher-order resources, with low levels of interaction (Madhavaram & Hunt, 2008:70). On
the other hand, interconnected operant resources also consist of a combination of two or
more distinct, basic, or higher-order resources; however, each interact significantly and,

therefore, reinforce each other (Madhavaram & Hunt, 2008:70).

The hierarchical order of these resources are illustrated in Figure 9 (p. 54). The illustration
shows that the hierarchical order of operant resources starts from basic operant resources,
which typically include human, organisational, informational, and relational resources. In
turn, these resources are combined in order to move to the next level of the hierarchical
order, which represents composite operant resources. Examples of these composite
resources include knowledge, network, and technological competencies. Higher levels of
resource integration and interaction lead to the final order of the hierarchy, represented by
interconnected operant resources. To give an example, the composite resources of
knowledge, network, and technological competencies combine, integrate, and interact, for
the development of interconnected resources, such as innovation capabilities. Both
composite and interconnected operant resources are further detailed in Figure 10 (p. 55),
and Figure 11 (p. 56), respectively. These figures include the typical resources associated
with composite and interconnected resources, as well as accompanying facets and

consequential advantages.
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Figure 9:

The hierarchical order of operant resources
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CONCEPTUALISATION AND CHARACTERISTICS
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Source: Adapted from Madhavaram and Hunt (2008:70-71).

As firms move from basic to composite, and then, interconnected operant resources, there
is an increase in: (1) the sustainability of the competitive advantage of the firm, given that
resources become more inimitable and non-substitutable; (2) the cost and time necessary
in acquiring and/or developing the resources; (3) the difficulty in measuring the value of the
resources;and ()t he firmdéds commit ment
2008:71). Therefore, going up the hierarchy, will not only involve increased benefits, but also
increased costs and greater risks (Lusch & Nambisan, 2015:171; Madhavaram & Hunt,
2008:80). Accordingly, firms should intentionally, and persistently, aim to acquire and
develop basic operant resources to facilitate the development of higher-order operant
resources, which need to be supported by the development of contextually relevant
organisational policies, learning systems, cultures, and flexible processes to minimise low
pay-off change (Gadrey et al., 1995:5; Heinonen & Strandvik, 2020:107; Hunt & Morgan,
1995:8; Hunt & Morgan, 1996:109; Lusch & Nambisan, 2015:160; Madhavaram & Hunt,
2008:80; Singh et al., 2020:501; Skalén et al., 2015:137; Tajeddini et al., 2020:10; Teece et

al., 1997:515; West et al., 2018:1322; Zollo & Winter, 2002:348).
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Figure 10: Composite operant resources
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Source: Adapted from Madhavaram and Hunt (2008:72).

Despite the fact that many firms are in possession of operant resources, such as the
knowledge and skills of individual employees, few have proficiently developed these
resources to become composite operant resources, and ultimately, interconnected operant
resources (Madhavaram & Hunt, 2008:76). While individual operant resources are of
relevance, the value depends on its proficient employment, which referst o t he f i r mé s
to masterfully integrate and develop resources towards higher-order resources for joint
problem-solving, innovation, and value creation (Hameed et al., 2021:11; Madhavaram &
Hunt, 2008:76; Teece et al., 1997:520; Tregua et al., 2021:565). Both composite and
interconnected operant resources can be masterfully developed (Madhavaram & Hunt,
2008:76). Mastery, in this sense, initiates with basic operant resources that exhibit a high

degree of tacit or implicit knowledge, which is developed into formal, codified, or explicit
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knowledge by way of supportive organisational policies, learning systems, cultures, and
flexible processes (Hunt & Morgan, 1995:8; Hunt & Morgan, 1996:109; Madhavaram & Hunt,
2008:76; Schneckenberg et al., 2019:435; Skalén et al., 2015:137; Teece et al., 1997:515;
Zollo & Winter, 2002:348). These organisational systems, are all purposively planned to
stimulate learning, which involves increments in core knowledge, as well as fundamental
changes to both core and integrative knowledge (Madhavaram & Hunt, 2008:76). Even
though core knowledge establishes the foundation for new and innovative forms of
competitive advantage, integrative knowledge, such as knowledge that enables the firm to
integrate different activities, capabilities, and offerings, is key to support and sustain the
advantage (Madhavaram & Hunt, 2008:76; Tajeddini et al., 2020:4).

Figure 11: Interconnected operant resources
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Source: Adapted from Madhavaram and Hunt (2008:73).

The integration of knowledge, is a cyclical process of knowledge exploration and
exploitation, or, stated differently, the resource integration process of problem-setting and
problem-solving for innovation and value creation (Teece et al., 1997:515; Zollo & Winter,
2002:343). This development process, as shown in Figure 12 (p. 57), ensues from an

exploration to an exploitation phase, which successively brings about a new or renewed
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exploration phase (Zollo & Winter, 2002:344). Moreover, in contrast to the accustomed
notion that a trade-off exists between the processes of exploration and exploitation, it is
rather contended that these processes interact in a reciprocal manner, and, as such, exhibit
a co-evolutionary relationship (Teece et al., 1997:515; Zollo & Winter, 2002:344). Together,
these processes have three roles: (1) coordination and integration; (2) dynamic learning;
and (3) transformative reconfiguration (Teece et al., 1997:518). In this regard, the external
environment plays two unique roles within the exploration and exploitation processes of
problem-set ti ng and solving: (1) it provides
initiatives, normative changes, scientific discoveries) in pursuance of new or improved
service solutions and (2) it functions as a selection mechanism, as it affords feedback
pertaining to the desirability, viability, and feasibility, of current and potential service
solutions (Gadrey et al., 1995:5; Hameed et al., 2021:11; Heinonen & Strandvik, 2020:108;
Helkkula et al., 2018:293; Hunt & Morgan, 1995:3; Mueller & Thoring, 2012:156; Sarasvathy,
2001:253; Sarasvathy & Dew, 2005:543; Tregua et al., 2021:565).

Figure 12: The knowledge integration process for problem-setting and solving
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Exploration activities are mostly carried out through cognitive efforts aimed at generating,
evaluating, and selecting new ideas, whereas exploitation activities rely more on behavioural
mechanisms directed towards the replication of new ideas or approaches into diverse
contexts, as well as the immersion into existent, organisational routines and processes
(Edvardsson, 1997:41; Teece et al., 1997:515; Zollo & Winter, 2002:344). Within the initial
phases of generative variation and internal selection, the preliminary insights and sets of
ideas need to become progressively more explicit for the purposes of learning, evaluation,
and selection (Teece et al.,, 1997:520; Winter, 2003:994; Zollo & Winter, 2002:344).
Accordingly, ideation and project formation are enabled through collective articulation,
debate, and analysis concerning the hypothesised merits and risks associated with the
generated initiatives, along with a mutual understanding of the fir més past #sxper.i
extant structures, routines, and processes (Beckman, 2020:146; Madhavaram & Hunt,
2008:78; Nakata & Hwang, 2020:122; Pande & Bharathi, 2020:6; Schneckenberg et al.,
2019:435; Teece et al., 1997:518; Winter, 2003:994; Wrigley et al., 2020:128; Zollo & Winter,
2002:343).

In the consecutive phases of replication and retention, knowledge becomes increasingly
embedded in human behaviour through knowledge dissemination, enactment, repetition,
experimentation, codification, and routinisation, in which knowledge comes to be
progressively more effective, as it becomes increasingly less abstract (Madhavaram & Hunt,
2008:79; Sgrensen, Sundbo & Mattsson, 2013:1455; Teece et al., 1997:520; Winter,
2003:994; Wrigley et al., 2020:128; Zollo & Winter, 2002:344). These learning processes
are innately social and collaborative, both in terms of the emulation of individuals, as well as
their joint contributions towards the understanding and solving of complex and ill-structured
problems for new and innovative forms of competitive advantage (Madhavaram & Hunt,
2008:79; Sjodin et al., 2020:488; Teece et al., 1997:520; Winter, 2003:994; Zollo & Winter,
2002:344). Accordingly, the learning processes of design and implementation require
common codes of communication and coordinated activities to: (1) diffuse and ingrain the
newly minted knowledge; (2) contribute to new information for testing; and (3) establish new
and contextually relevant patterns of activities or interactions, that represent successful
solutions to particular problems (Pande & Bharathi, 2020:6; Teece et al., 1997:520; Zollo &
Winter, 2002:344).
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As illustrated in Figure 13 (p. 60), these solutions, or development outcomes, are embodied
in the service offer, service process, and service system, in which, value is defined in terms
of design-in-quality (Edvardsson, 1997:41; Helkkula et al., 2018:293; Hunt & Morgan,
1995:3; Lusch & Nambisan, 2015:162; Vargo & Lusch, 2008a:257; Witell et al., 2016:2870).
Design-in-quality refers to the quality factors of commitment, availability, simplicity, and
explicitness which ought to be incorporated into the content of each development phase for
innovation, towards the creation of value in context, use, experience, and exchange (Cooper
& De Brentani, 1991:88-89; Edvardsson, 1997:31; Helkkula et al., 2018:290; Hunt & Morgan,
1995:6; Lusch & Nambisan, 2015:169-170; Singh et al., 2020:508; Tregua et al., 2021:565;
Vargo & Lusch, 2008a:257). Accordingly, these quality factors, along with the content and
phases of knowledge integration and service development, are collectively denoted as
design-in-quality (Edvardsson, 1997:41; Zollo & Winter, 2002:343). Fittingly, this collective
conception of design-in-quality affords a useful way to encapsulate, clarify, and structure,
the fundamental resources, activities, and mechanisms, for service innovation and value
creation (Edvardsson, 1997:41; Furrer et al., 2020:311; Lusch & Nambisan, 2015:171; Zollo
& Winter, 2002:343).

In terms of design-in-quality for service innovation and value creation, the firm should thus:
(1) focus its efforts on operant resources, in particular, the competencies of the firm, its
employees, and customers, for the establishment of higher-order operant resources, which
facilitate learning and enable the development of knowledge for problem-setting and solving
purposes; (2) endeavour to maximise customer involvement and knowledge towards service
solutions of contextual relevance; (3) form collaborative partnerships, both as a vehicle for
organisational learning to recognise inapt routines and prevent strategic oversights, as well
as a mechanism to attain additional resources for the delivery of service solutions; (4) create
and maintain relationships with employees, customers, and value-creating partners, which
permeate the values, norms, and mindsets of the service firm through processes and
resources that are internally integrated and externally aligned; (5) reconfigure its structure,
resources, processes, and activities, to accomplish the necessary internal and external
integration and alignment; and (6) strive towards a service-centred model of transparent
exchange as the predominant organisational logic that leads in the commencement,
coordination, integration, and transformative reconfiguration, for innovation and value
creation (Cooper & De Brentani, 1991:88-89; Edvardsson, 1997:41; Hameed et al., 2021:11;
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Hunt, 2004:22; Hunt & Morgan, 1995:11; Lusch & Nambisan, 2015:168-170; Madhavaram
& Hunt, 2008:77; Singh et al., 2020:503; Tajeddini et al., 2020:12; Taques et al., 2021:13;
Teece et al., 1997:515; West et al., 2018:1322; Zollo & Winter, 2002:343).

Figure 13: Design-in-quality for service innovation and value creation
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. Operational Transparency: : information about the solutions offered, including the limitations thereof, freely and :
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Source: Adapted from Edvardsson (1997:41).

With reference to design-in-quality, and the fundamental resources, intricate mechanisms,
activities, and processes required for service innovation and value creation, it becomes
apparent that for the service firm a weak strut lies at the juncture where goal-formulation,
problem-setting and solving, and value concepts meet (Madhavaram & Hunt, 2008:79; Rittel
& Webber, 1973:156; Teece et al., 1997:520; Winter, 2003:994; Zollo & Winter, 2002:344).

Goal-formulation for service innovation is that of defining problems; that is, knowing what
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distinguishes an observed condition from a desired one, and, in turn, identifying the actions
t hat mi ght effectively n-asb¢pwatodgbt-todyle @hedeet we e
actions, taken toward a desired condition, require congruence with the values, norms, and
mindsets of the service firm, along with those held by its beneficiaries and service partners
(Edvardsson, 1997:41; Lusch & Nambisan, 2015:168-170; Rittel & Webber, 1973:159;
Tajeddini et al., 2020:11; West et al., 2018:1320). Accordingly, the firm is not only required
to plan for an unknown, desired state of affairs towards consensual and unified goals, which
in itself is problematic, but it is also confronted to adapt to interacting open systems, a
continual increase in information and knowledge, rapid technological change, and
uncertainty regarding future competition and markets (Furrer et al., 2020:310; Hameed et
al., 2021:11; Heinonen & Strandvik, 2020:107; Lusch & Nambisan, 2015:168-170; Rittel &
Webber, 1973:159; Taques et al., 2021:13; West et al., 2018:1321). In this sense, the
environment, does not present obvious paths for goal-formulation, and, as such, innovation
problems that are precise, distinguishable, and conclusive (Rittel & Webber, 1973:156;
Teece etal., 1997:518). As a result, goal-formulation, problem-setting and solving, and value
issues, are characterised in terms of wicked problems, its distinguishing features, and its
accompanying cognitive and occupational styles (Buchanan, 1992:15; Cross, 1982:224;
Dell’Era et al., 2020:335; Rittel & Webber, 1973:161; Sarasvathy, 2001:249; Simon,
1980:44).

2.4.2 Characteristic features of service innovation

The notion of wicked problems refers to problems that are ill-defined or ill-structured, and
thus difficult to solve (Buchanan, 1992:15; Cross, 1982:224; Gero & Milovanovic, 2020:2;
Rittel & Webber, 1973:161). These problems are set apart from problems studied in the
natural sciences which encompass precise, distinguishable, and conclusive objectives and
solutions (Buchanan, 1992:17; Cross, 1982:221; Pande & Bharathi, 2020:2; Rittel &
Webber, 1973:160; Sarasvathy, 2001:249; Sarasvathy, 2021:2). On the contrary, wicked
problems, and the resolving thereof, encompass a variety of objectives held by a variety of
actors and, as such, pose difficulties in pursuing unitary aims (Rittel & Webber, 1973:160;
Sarasvathy, 2001:259; Sarasvathy, 2020:314; Simon, 1980:39; Wrigley et al., 2020:126).
Moreover, wicked problem-solving transpires in open systems, characterised by ambiguity,

imperfect information, and subjective judgements, and therefore, defies efforts to establish
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its boundaries, determine its root cause, and utilise exhaustive cause and effect analysis
towards risk-free solutions (Buchanan, 1992:15; Dell'Era et al., 2020:335; Dias et al., 2020:7;
Madhavaram & Hunt, 2008:68; Rittel & Webber, 1973:167; Sarasvathy, 2001:260;
Schneckenberg et al., 2019:444; Simon, 1980:44). In order to further explain the notion of
wicked problems, Rittel and Webber (1973:161-167) propose ten distinguishing properties
of wicked problems. These properties, along with a description of each, as well as its relation
to the problem-solving process for service innovation, are listed in Table 9 (on p. 62). In this
regard, the problem-solving process represents the perspective of the service firm, and so,

the role of leaders and employees as problem-solvers for innovation and value creation.

Table 9: Ten distinguishing properties of wicked problems

Property of wicked problems Description for service innovation

For any given conventional problem, an exhaustive
formulation can be stated, containing all the information
the problem-solver needs to understand and solve the
problem. However, this is not possible with wicked
problems, as wicked problem formulation and solution
There is no definitive formulation of a wicked problem. design is a function of its dynamic context. As such, this
context, characterised by constant change, activity, and
progress, implies problem formulation and solution design,
as an ongoing process of negotiation, experimentation,
learning, and adaption, where problems and solutions are
inextricably linked.

Given its contextual predisposition, and the linkage
between problem-setting and solving, the problem-solver
can always attempt to improve the problem-solution
conception, and thus, the solution offered. Problem-
Wicked problems have no stopping rule. solving terminates, not for reasons inherent in the logic of
the problem, but, for reasons external thereto, such as
time or funding confines, or else, the subjective
evaluations made by actors, in terms of the sufficiency of
the solution proposed.

There are no criteria to objectively decide or evaluate
whether the solution offered is correct or incorrect. The
outcomes of solutions offered are often ambiguous,
seeing that these are likely to differ among diverse sets of

Solutions to wicked problems are not true or false, but actors in accordance with their group or personal interests,
good or bad. their value-sets, and their philosophical preferences. As
such, a c tassessm@nts of solutions offered are
expressed as @oodbor dadg or, more likely, as detterdor
dvorsed or &atisfyingd or @ood enoughd |, as op

6cor r ecotredtd o tre® oOr . 6f al sed

Solutions to wicked problems ramify throughout the
service system, generating insights and developing in
complexity and range, relative to its dynamic reality or
support. As such, there is no immediate or ultimate test for
solutions offered, but rather, experimentation through
implementation, and learning and adaption through actor
engagement and resource integration.

There is no immediate and no ultimate test of a solution
to a wicked problem.
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Property of wicked problems

Description for service innovation

For wicked problems, every problem-solving attempt is
consequential, and thus, counts significantly.

Every customer encounter, actor engagement, activity of
resource integration, and experimentation through
implementation, generates waves of consequences.
Accordingly, every problem-solving attempt, and the
actions taken in response thereto, is significant.

Wicked problems do not have an enumerable set of
potential solutions, nor is there a well-described set of
permissible operations that may be incorporated.

There are no criteria to prove that all solutions to a wicked
problem have been identified and considered. In the
pursuit of wicked problem-solving, a host of solutions
arises, and another host is not even conceived. It is then
a matter of judgement whether to enlarge the available
solution-set or not, and decide which of these solutions
should be pursued and implemented. For ill-defined
problems, and thus, ill-defined solutions, the set of feasible
action plans, relies on realistic judgement, the ability to
consider unusual ideas, and the amount of trust among
the problem-solver and the service beneficiary.

Every wicked problem is essentially unique.

Despite the similarities between a previous problem and a
current problem, there is usually an additional distinctive
quality that is of overriding importance. As such, a part of
the art of dealing with wicked problems is the art of not
knowing too early which type of solution to apply.
Accordingly, the type of solution is dependent on the
specific context.

Every wicked problem can be considered to be a
symptom of another problem.

Problems can be defined as discrepancies between the
state of affairs as itis (i.e., the current reality) and the state
as it ought to be. In resolving this, the problem-solving
process initiates with the search for a causal explanation
of the discrepancy. The removal of this discrepancy often
reveals another problem, of which the original problem is
a symptom. In turn, the additional problem identified can
be considered as a symptom of yet another, higher-level
problem. In this regard, the higher the level of problem
formulation, the broader and more general it becomes,
and, therefore, the more difficult the task in resolving it.
Despite the associated difficulty, the problem-solver
should attempt to solve a problem on as high a level as
possible, as opposed to merely remedying the symptoms
of higher-level problems.

The existence of a discrepancy representing a wicked
problem can be explained in numerous ways. The choice
of explanation determines
resolution.

There can be numerous explanations for what the problem
actually is (i.e., the cause of the problem), with each,
offering a direction for solving the problem. As such, there
i s no rul e t o d e t explamdtion,e or
combination thereof, in terms of the discrepancy or
problem. Accordingly, the problem-solver selects that
explanation of a discrepancy which fits the innovation
intentions best, and which conforms to the action-
prospects available to the innovator. In this sense, the
problem-s o | & worldview is the strongest determining
factor in explaining a discrepancy, and therefore, in
resolving a wicked problem.
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Property of wicked problems Description for service innovation

Solutions to wicked problems, are only hypotheses offered
for refutation. For that reason, solutions may be contested
or disproved, and thus, may suggest some degree of
failure on the part of the problem-solver. However, with
wicked problem-solving, the aim is not to find the truth, but
The problem-solver has no right to be wrong. to learn through failures, and, as a result, improve some
characteristics of the services and service offered. Even
so, the consequences of all problem-solving activities
matter, and therefore, the problem-solver is required to
acknowledge and assume responsibility for failures and
insufficiencies in terms of actions taken.

Source: Adapted from Rittel and Webber (1973:161-167).

Table 9 explains the nature of the problem-setting and solving process for innovation and
reveals the features thereof in terms of wicked problems. Service innovation and the related
process of problem-setting and solving are considered as wicked since the subject matter
is potentially universal in scope, except for whatever the innovator or problem-solver
conceives it to be (Buchanan, 1992:16; Cross, 1982:224; Dell'Era et al., 2020:326; Rittel &
Webber, 1973:166). Accordingly, problem-solvers, with only imperfect information at hand,
are tasked to discover or invent a particular subject matter for innovation that is not only
contextually relevant to them, but also relevant to the specific problems, issues, and contexts
of those involved in the service ecosystem (Buchanan, 1992:16; Gero & Milovanovic,
2020:2; Madhavaram & Hunt, 2008:68; Rittel & Webber, 1973:164; Sarasvathy, 2001:249).
Once more, a distinction can be drawn with reference to studies of the natural sciences in
order to clarify the nature of problem-solving for service innovation. In this sense, scientists
of natural phenomena are concerned with understanding the general properties of 6 w hisit
whereas, problem-solvers for innovation, are concerned with understanding and planning
for @ particularéthat might be or ought to be (Buchanan, 1992:17; Cross, 1982:221; Rittel &
Webber, 1973:159; Sarasvathy, 2001:249; Sarasvathy, 2021:2). As such, problem-solving
for service innovation is a continuous process where problems are de-solvedorepeatedly, in
an aim to identify the actions that might effectve | y narr ow t he ¢ aspd,
0 w haught-to-bed(Carlborg et al., 2014:386; Dell'Era et al., 2020:335; Dougherty, 2004:46;
Gadrey et al., 1995:5; Rittel & Webber, 1973:159; Sarasvathy, 2021:6; Teece et al.,
1997:515; Vargo & Lusch, 2008c:34; Zollo & Winter, 2002:343).
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In pursuit of narrowing the gap between 6 w hisdtand 6 w haught-to-bed the problem-
solving task for innovation and value creation has developed to encompass the following
(Rittel & Webber, 1973:159):

1  To ask questions about the outputs of actions, and as such, be sensitised to the

potential repercussions of problem-solving activities.

1  To position problem statements in valuative frameworks, and therefore, to recognise
the diverse values held by different sets of individual actors and acknowledge that there
are no value-free, true-false answers to wicked problems. That is to say, an
acknowledgement that the solutions offered may satisfy some, yet, be undesirable to
others. Likewise, what comprises problem-solution for one, may entail problem-
generation for another.

1  To expand the boundaries of the systems dealt with in an aim to internalise those
externalities towards resources, structures, processes, and activities that are internally

integrated and externally aligned.

1  To perceive social processes as the links which connect open systems into vast and
interrelated networks of systems, such that outputs from one system becoming the

inputs for another system.

1  To conceive that a future reality is created and shaped by human intellect and

engagement, with the aim of overcoming the vague or ill-defined.

As firms seek to overcome the vague or ill-defined and expand their boundaries beyond the
confines of the service firm in pursuit of innovative outcomes, a renewed conceptualisation
of synthesised goal-formulation, problem-resolution, and value creation is required
(Buchanan, 1992:15; Cross, 1982:224; Dell'Era et al., 2020:335; Helkkula et al., 2018:296;
Lusch & Nambisan, 2015:171; Rittel & Webber, 1973:158; Simon, 1980:37; Vargo & Lusch,
2008a:258; Vargo & Lusch, 2008b:10; Vargo & Lusch, 2008c:35; Vargo et al., 2015:71).
Such a conceptualisation might entail creating a more structured, comprehensive, and
unambiguous conceptualisation of service innovation and value creation that requires
disruptive thinking, collaboration, change agility, and sustainability (Biemans et al.,
2016:382; Buchanan, 1992:15; Dell'Era et al., 2020:335; Hameed et al., 2021:11; Helkkula
et al., 2018:295; Kline & Rosenberg, 2010:302; Lusch & Nambisan, 2015:171; Pande &
Bharathi, 2020:2; Patricio et al., 2018:5; Sjodin et al., 2020:488; Snyder et al., 2016:2407;
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Toivonen & Tuominen, 2009:887). To this end, the concluding problematique of service

innovation provides a way forward.

The problematique of service innovation refers to the complexity of issues associated with
the research topic and the consideration of these sets of problems in a collective manner to
formulate a succinct research problem and purpose statement. That is, the formulation of a
research problem and purpose statement based upon what is known, what is unknown, how
to know, and the significance of knowing. While these questions have been addressed in
part by the preceding review and analysis of the literature, the following section aims to
clarify the complex issues of service innovation, collate these in terms of research questions,

and, consequently, convey a strategy in answer thereto.

2.5 THE CONCLUDING PROBLEMATIQUE OF SERVICE INNOVATION

2.5.1 Research problem

The literature reveals that service innovation is a rich, complex, and dynamic field of study
in which the overarching perspective and logic has come to be that of innovation as
synthesis and value as co-created (Biemans et al., 2016:382; Carlborg et al., 2014:384;
Gustafsson et al., 2020:111; Helkkula et al., 2018:293; Kline & Rosenberg, 2010:302; Lusch
& Nambisan, 2015:162; 06 Cas s & We't z;Obktometa.02018:326Paticio et al.,
2018:5; Rubalcaba et al., 2012:709; Snyder et al., 2016:2407; Toivonen & Tuominen,
2009:887; Tregua et al., 2021:563; Vargo & Lusch, 2008a:257; Vargo & Lusch, 2008b:7;
Vargo & Lusch, 2008c:36). Accordingly, the goods versus service debate is no longer
central, but rather, a general acceptance, and a growing move towards service as the basis
of all exchange and the fundamental source of competitive advantage (Hameed et al.,
2021:11; Hunt, 2004:22; Lusch & Nambisan, 2015:170; Madhavaram & Hunt, 2008:67;
Michel et al., 2008b:63; Rubalcaba et al., 2012:706). The complexity, scale, and rapidly
changing nature of service innovation illuminate and confirm, that this study field has
become exceedingly broad, interdisciplinary, and cross-functional (Gustafsson et al.,
2020:111; Kline & Rosenberg, 2010:275; Lusch & Nambisan, 2015:168;06 Cas s &
2018:676; Ostrom et al., 2010:32; Patricio et al., 2018:11; Rubalcaba et al., 2012:709;
Schoemaker, Heaton & Teece, 2018:15; Tregua et al., 2021:563).
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On that account, a rather comprehensive approach is required in order to understand the
nature and complex workings of service innovation (Barrett et al., 2015:149; Bathelt,
Cohendet, Henn & Simon, 2017:3; Helkkula et al., 2018:295; Lusch & Nambisan, 2015:171;
O6Cass & Wet zpPasicio eRd.,12818:8; RObalcaba et al., 2012:697; Tidd,
Bessant & Pavitt, 2005:79). This presents both a challenge and an opportunity for service
innovation theory and practice (Helkkula et al., 2018:295; Lusch & Nambisan, 2015:171;
Ostrom et al., 2010:32; Patricio et al., 2018:8). Even though many studies advocate for such
a comprehensive approach, few have attempted to provide a more comprehensive,
systematic, and social approach to service innovation (Furrer et al., 2020:311; Gustafsson
etal., 2020:114; Helkkula et al., 2018:295; Lusch & Nambisan, 2015:171;06 Cas s &

2018:680; Rubalcaba et al., 2012:705). That is, imparting an approach which incorporates
the different resources, actors, mechanisms, solutions, and value concepts of service
innovation; which embraces its characteristic features; whereby service innovation activities
and processes are more systematic, and focused on the employees and customers of the
service firm (Carlborg et al., 2014:384; Edvardsson & Olsson, 1996:143; Edvardsson &
Tronvoll, 2013:27; Gallouj & Weinstein, 1997:541; Gustafsson et al., 2020:113; Heinonen &
Strandvik, 2020:108; Helkkula et al., 2018:290; Love et al., 2010:997; Lusch & Nambisan,

Wet z

2015:171; Michel et al., 2008b:49;: 06 Cas s & Wet z &QOrdanini &ParasBran@ad 0

2011:5; Rubalcaba et al., 2012:705; Santamaria et al., 2012:153; Santos-Vijande et al.,
2016:367; Siahtiri, 2018:758; Skalén et al., 2015:137; Toivonen & Tuominen, 2009:899;
Tregua et al., 2021:590; Trischler, Pervan, Kelly & Scott, 2018:89; Vargo & Lusch, 2008b:7;
Witell et al., 2016:2870). This overall desertion in service innovation studies leaves important
aspects for understanding service innovation and value creation underexplored, and thus,
highlights the fundamental gap in the literature, and so, the overall purpose of this research

study.

2.5.2 Research purpose

Given the fundamental gap identified in the service innovation literature, this study aims to
investigate and better understand how service innovation could be more comprehensive,
systematic, and focused on the customer and employee resources of the firm. It seeks to
address the limitations in the extant literature and the gap identified in the body of

knowledge, both from a theoretical and practical point of view. To this end, the study intends
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to offer a comprehensive framework that will help researchers and practitioners understand
service innovation and value creation as more systematic and focused on customer and
employee resources. By providing an enhanced understanding, this study endeavours to
contribute to the current body of knowledge, and, in turn, enable future investigations

towards cumulative knowledge development.

2.5.3 Research questions

In order to better understand service innovation and value creation, and expand the extant
body of knowledge, the following research questions will guide this study (Helkkula et al.,
2018:295):

1. How can service innovation be more comprehensive and systematic?
2.  How can service innovation be more focused on customer resources?

3. How can service innovation be more focused on employee resources?

2.5.4 Research strateqy

To answer these questions, the theory of effectuation and the design thinking methodology
is incorporated with the service innovation literature analysis, the conceptual framework
proposed, as well as the expounding subject matters for service innovation and value
creation. Accordingly, the said literature, is not merely explored, but also examinedd in other
words, analysed and synthesised. Consequently, the inductive literature analysis, moves
beyond a review of the literature to a research method, which adds to extant theory, and

provides the researcher with a foundation to facilitate further investigation.

Guided by a constructivist paradigm and qualitative research design, further investigation
will include engagements with service innovation practitioners. These investigative
engagements, will be facilitated by semi-structured interviews, conducted with purposively
selected employees and managers of leading service firms in South Africa. These firms will
comprise private sector firms in various industries and at different stages of firm maturity.
The cross-sectional data collected from the interviews will be examined deductively, by way

of a predetermined coding frame, and scrutinised with the use of thematic analysis. The
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deductive approach, accompanied by the thematic analysis process, will allow the
researcher to focus on the specific research questions of the study and analyse the findings
in a detailed, coherent, and systematic manner towards cumulative knowledge

development.

Following the clarity provided concerning the service innovation questions: what is known;
unknown; and how to know, the final question, regarding the significance of knowing, is
addressed in the subsequent section. Accordingly, the research significance and benefits of
this study, in terms of theory, practice, and policy, are clarified and explained.

2.5.5 Research significance

Globally, economies, organisations, and customers, are becoming more service-centred
(Barrett et al., 2015:135; Biemans et al., 2016:383; Furrer et al., 2020:299; Gustafsson et
al.,, 2020:114; O6 Cas s & Wet z e lTagues & (all, 8026:78% Spurred by
globalisation, technological advancements, and a growing demand for services as living

standards rise, services and service, have become fundamental to all social and economic

actors (Barrett et al., 2015:135; Helkkula et al., 2018:284; Lay et al., 2010:716; O6 Ca s s

Wetzels, 2018:674; Ostrom et al., 2010:4; Patricio et al., 2018:3; Santos-Vijande et al.,
2016:350; Snyder et al., 2016:2407; West et al., 2018:1321). This global inclination towards
services and service, coupled with the expansion and continued growth of the service sector
in both developed and developing economies is significant for the establishment of
economic and societal advancements, organisational competitiveness, and the quality of
individuals6 | (Barrettet al., 2015:135; Gustafsson et al., 2020:114; Ostrom et al., 2010:4;
Santos-Vijande et al., 2016:350; Singh et al., 2020:492; Snyder et al., 2016:2407; Tajeddini
et al.,, 2020:10; Taques et al., 2021:18). The wide-ranging prominence of services and
service, is thus justified by its centrality to everyday life, its contribution to employment,
economic output and growth, as well as the opportunities it presents to organisations, in
terms of relevance, profitability, competitiveness, and sustainability, through innovation and
value creation (Biemans et al., 2016:383; Furrer et al., 2020:299; Gustafsson et al.,
2020:111; O6 Cass & We't z g Osggm e2ad,12810:8; Pdtricio et al., 2018:3;
Santos-Vijande et al., 2016:350; Taques et al., 2021:18).
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South Africa is increasingly becoming a service-centred economy (Bhorat, Steenkamp,
Rooney, Kachingwe & Lees, 2018:3; Roux, Viljoen & Samson, 2019:21). The last two
decades have seen a significant increase in the consumption of services, the expansion of
the service sector, and the contribution thereof towards societal wellbeing and national
output (South African Department of Trade and Industry, 2018:77; South African National
Treasury, 2019:42). In this sense, the service sector supports domestic markets, tends to
be less volatile in economic downturns, and promotes entry into developed economies, as
finance, insurance, and information technology services are exported (South African
National Treasury, 2019:42). As such, the service sector is regarded as a substantial
employment and economic growth multiplier, of which, is sustained through the innovation
of services and service (Bhorat et al., 2018:1; Hameed et al., 2021:11; Herrington, Kew &
Mwanga, 2017:7; Singh et al., 2020:492; Tajeddini et al., 2020:10; Taques et al., 2021:18;
West et al., 2018:1321).

Developing or emerging economies, such as South Africa, have demonstrated capabilities
for creating new and improved services and service, along with the ability to compete
internationally, irrespective of social and economic challenges (Barrett et al., 2015:136;
Bruton, Ahlstrom & Obloj, 2008:1; Kiss, Danis & Cavusgil, 2012:266). Compared to
developed economies, emerging economies are considered to be fundamentally different
(Barrett et al., 2015:150; Bruton et al., 2008:2). These differences, in respect of economic,
institutional, and social structures, afford scholars the opportunity to expand the extant
literature beyond the predominant contexts of developed economies (Barrett et al.,
2015:150; Bruton et al., 2008:2). The contextual significance of emerging economies, the
limited research thereof, as well as the fundamental gap identified in the service innovation
literature, provides confirmation that this study is timely, relevant, and important (Barrett et
al., 2015:150; Bruton et al., 2008:2; Carlborg et al., 2014:387; Furrer et al., 2020:307;
Gustafsson et al., 2020:114; Kiss et al., 2012:266).

2.6 CONCLUSION

This chapter provided a review, analysis, and synthesis of the service innovation literature,
established a preliminary conceptual framework, and explained the expounding subject

matters of service innovation and value creation. In addition, the research problem, purpose,
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guestions, strategy, and significance were clarified. The following two chapters will
investigate the recommended study fields of effectuation theory and design thinking towards
a more comprehensive and systematic framework focused on the employees and customers

of the service firm.

-71 -



CHAPTER 3
EFFECTUATION THEORY

ONORORORORO

INTRODUCTION

EFFECTUAL LOGIC

EFFECTUATION DEFINED

EFFECTUAL PRINCIPLES

THE EFFECTUAL PROCESS

CONCLUSION

|
|
|
|
|
|

[ N . N N S—

-72 -



3.1 INTRODUCTION

Established on the principles of cognitive science and bounded rationality, Saras
Sarasvathy, under the mentorship of Nobel Laureate, Herbert Simon, proposed the theory
of effectuation to explain how artefacts (i.e., ideas, products, services, firms, and markets),
are created in an environment characterised by uncertainty (The Society for Effectual Action,
2018). According to the founding author, the purpose of effectuation theory is to afford fivalid
micro foundations for an economics in which Schumpeterian perspectives on innovation,
competition, and growth are integral, yet consistent with recent evidence from evolutionary
economics on the dynamics of markets and industries, as well as with recent developments
in behavioural economics on human decision-makingo (The Society for Effectual Action,
2018). In this regard, it is perceived that: (1) the future is fundamentally unpredictable, yet
controllable through human action; (2) the environment is constructible through choice; and
(3) goals are negotiated residuals of stakeholder commitments and strategic partnerships
(An, RUling, Zheng & Zhang, 2019:4; Dew, Read, Sarasvathy & Wiltbank, 2009:303;
Sarasvathy, 2001:244; Sarasvathy, 2020:312; Sarasvathy, 2021:5; Sarasvathy & Dew,
2005:538; The Society for Effectual Action, 2018; Welter & Kim, 2018:102; Zhang, Foo &
Vassolo, 2021:6).

Effectuation theory, initially developed as an entrepreneurial theory, has more recently been
recommended and integrated in studies of economics, business management, and
innovation (Alsos et al., 2020:605; Brettel, Mauer, Engelen & Kiupper, 2012:167; Coviello &
Joseph, 2012:100; Dew et al., 2009:288; Guo, 2019:115; Lusch & Nambisan, 2015:171;
Prashantham et al., 2019:3; Read, Song & Smit, 2009:576; Reuber et al., 2016:538; Roach
et al., 2016:229; Svensrud & Asvoll, 2012:59). In particular, this theory is recommended as
well-suited towards the development of service innovation theory and practice, given its
shared context and logic of synthesised goal-formulation, problem-resolution, and value co-
creation, under conditions of uncertainty (Brettel et al., 2012:167; Ghorbel et al., 2021:9;
Guo, 2019:125; Helkkula et al., 2018:296; Lusch & Nambisan, 2015:171; Mthanti & Urban,
2014:122; Roach et al., 2016:229; Sarasvathy, 2021:3; Welter & Kim, 2018:112; Wu, Liu &
Su, 2020:89). Within these uncertain conditions of interacting open systems, increasing
information and knowledge, shifting customer needs and wants, rapidly changing

technologies, and ambiguity in terms of future competition and markets, effectual actors
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cannot predict the future, but these actors can take actions, and make decisions to affect it
(Arend, Sarooghi & Burkemper, 2015:632; Szambelan et al., 2020:430; Zhang & Van Burg,
2019:6).

Effectual actors, therefore, decide what they can do within this uncertain and ambiguous
context they experience. In so doing, they shape their specific contexts while other actors
do the same and, thereby, collectively shape and design the environment or service
ecosystem (Arend et al., 2015:632; Lusch & Nambisan, 2015:171; Sarasvathy, 2001:251;
Sarasvathy & Dew, 2005:556; Shirokova, Morris, Laskovaia & Micelotta, 2021:178;
Vassilakopoulou & Grisot, 2020:4; Zhang & Van Burg, 2019:6). By knowing who they are,
what they know, and whom they know, effectual actors decide what they can do, and
consequently develop new goals and pursue new opportunities for innovative solutions (Dew
et al.,, 2009:299; Lusch & Nambisan, 2015:169; Prashantham et al.,, 2019:8; Read,
Sarasvathy, Dew & Wiltbank, 2016:532; Sarasvathy, 2001:249; Sarasvathy & Dew,
2005:543). Accordingly, the service firm, as an effectual actor, can take proactive action to
stimulate innovation by creating and acting on emergent opportunities and, therefore, design
new or renewed forms and patterns of service innovation and value creation (Helkkula et
al., 2018:293; Lusch & Nambisan, 2015:155; Mueller & Thoring, 2012:156; Sarasvathy,
2001:253; Sarasvathy, 2020:312; Sarasvathy, 2021:5; Sarasvathy & Dew, 2005:543).

3.2 EFFECTUAL LOGIC

Synthesised goal-formulation, problem-resolution, and value co-creation under conditions
of uncertainty accentuate the importance of effectual logic, rather than causal logic, as a
reasoning and decision-making mechanism for service innovation and value creation
(Chetty, Ojala & Leppaaho, 2015:1439; Deng, Yang, Su & Zhang, 2021:2; Lingelbach,
Sriram, Mersha & Saffu, 2015:5; Sarasvathy, 2001:245; Sarasvathy & Dew, 2005:544;
Vassilakopoulou & Grisot, 2020:10; Welter & Kim, 2018:100; Wu et al., 2020:91; Zhang et
al., 2021:6). The differentiating factor between these decision-making logics rests on the set
of choices available to the effectuator or service innovator, thatis: fichoosi ng bet we
to create a particular effect, versus choosing between many possible effects using a

particul ar (Saasvathyf 2000R24bN s 0
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Theinnovati on q u eosghtitosbne 6o, f i onw hdantick eedlity that does not yet
exist, involves the problem of choosing particular effects that may or may not achieve
envisioned goals (Sarasvathy, 2001:244; Sarasvathy, 2021:2). In terms of causal logic, the
effect or goal is given, and decision-making is that of selecting between the means or
resources to achieve that particular effect or goal (Berends, Jelinek, Reymen & Stultiéns,
2014:616; Chetty et al., 2015:1438; Coker-Farrell & Imonitie, 2021:50; Dew et al., 2009:297;
Sarasvathy, 2001:245; Sarasvathy & Dew, 2005:544). Effectual logic, however, considers a
set of means or resources as given, and focuses on selecting between possible effects or
goals that can be achieved with that particular set of means or resources (Alsos et al.,
2020:611; Berends et al., 2014:616; Chetty et al., 2015:1438; Coker-Farrell & Imonitie,
2021:50; Dew et al., 2009:297; Sarasvathy, 2001:245; Sarasvathy, 2020:313; Sarasvathy &
Dew, 2005:544). As such, causation models comprise of many-to-one mappings, whereas,
effectual models consist of one-to-many mappings, as illustrated in Figure 14 (p. 76) (Coker-
Farrell & Imonitie, 2021:51; Sarasvathy, 2001:245; Sarasvathy, 2008:3).

Even though an emphasis is placed on effectual logic for innovation purposes, both effectual
and causal logics are considered essential parts of human reasoning (Frese et al., 2020:660;
Sarasvathy, 2001:245; Shirokova et al., 2021:179). Accordingly, these logics can occur
concurrently, overlapping and intertwining, over different contexts of decisions and actions
toward innovative and flexible, yet, dependable and consistent business outcomes (Archer,
Baker & Mauer, 2009:4; Berends et al., 2014:619; Chetty et al., 2015:1453; Kerr & Coviello,
2019:389; Lingelbach et al., 2015:14; Maine, Soh & Dos Santos, 2015:67; Reuber et al.,
2016:538; Reymen, Andries, Berends, Mauer, Stephan & Van Burg, 2015:374; Sarasvathy,
2001:245; Sarasvathy, 2008:2; Sarasvathy & Dew, 2005:554; Welter & Kim, 2018:112).
Effectual logic, therefore, entails ia wor | dv iceates hedwands in addition to a
predictive scientific one thatseeksway s t o ac hi e(Saasvathyy2021:3)elmthiss 0
sense, effectual logic does not merely seek to test hypotheses, but also, to create

hypotheseswor t h rei fying. As such, the |l ogic of eff

thinking and a variety of aspects of human i m
futures and new e nShmsvathy,r202h:1). ;Accordingly, efgdiual logic,
Achall enges us to take on deeper questions, e

purpose and, yes, spiritual worldvie ws  {Saraswathy, 2021:2).
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Figure 14: Causal logic compared to effectual logic
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Source: Adapted from Coker-Farrell and Imonitie (2021:51); Sarasvathy (2008:3).

As illustrated in Figure 14, causal logic posits a predetermined goal and the acquisition and
allocation of resources or means to achieve that particular goal. Effectual logic, however,
considers a set of means or sthensiocieateandreceae
possible goals that may or may not be achieved. This, however, does not imply that
individuals and firms, as effectuators, do not have future aspirations and strategic objectives,
but rather, that new ways can be created to achieve old ends, and that new ends, worthy of
achievement, can be formed (Sarasvathy, 2021:6). By simply choosing to think and act
differently, human action and choice can change current realities and create new ones, even
if all the causes are not fully enumerated, and the effects of particular actions remain

uncertain (Sarasvathy, 2021:5).

In comparing causal logic to effectual logic, the anatomy of a decision, involving causal logic
consists of (Sarasvathy, 2001:249):
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A given, and typically well-structured and specific goal to be achieved, or decision to

be made;

A fixed set of alternative means or causes, which can be generated through the
decision process;

Constraints on possible means that are generally imposed by the environment;

And selection criteria between means or resources, usually consisting of profit, or

return on investment maximisation, in terms of a predetermined goal.

In contrast, a decision involving effectual logic comprises of (Sarasvathy, 2001:249-250):

T

A given and, typically, relative unchangeable set of means, characteristics, or

circumstances, of the decision maker;

A set of effects or possible actions, which are mostly created through the decision

process, towards a general aspiration or goal,

Constraints on, and opportunities for, possible effects, that are imposed by limited

means or resources, as well as the environment, and its related contingencies;

And selection criteria between the effects, usually consisting of a predetermined level

of affordable loss or acceptable risk, in terms of a given set of means or resources.

The arguments for both causal and effectual logic, as detailed above, is dependent on the

beliefs of decision makers (Sarasvathy, 2001:252):

T

If decision makers believe that they are dealing with a relatively predictable future,
where problems are precise, distinguishable, and measurable, they tend to rely on
causal logic for decision-making and problem-solving purposes. Accordingly, they tend
to do systematic information gathering and invest efforts to analyse the gathered
information, by way of cause and effect analysis, towards conclusive objectives and
solutions. As such, causal logic and processes focus on the predictable aspects of a
future reality, thatistosay,i To t he ext ent that we can
ito.

However, if they believe that they are dealing with relatively unpredictable phenomena
where problems are ill-defined or ill-structured, they tend to rely on effectual logic for

decision-making and problem-solving purposes. In this sense, decision makers tend to
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gather information and knowledge through experimental and iterative learning
techniques to discover a tentative distribution of a future reality, along with the
underlying set or sets of potential objectives and solutions. In this sense, effectual logic

and processes focus on the controllable aspects of an uncertain, and therefore,

unpredictabl e futur e, thdtwetcanicantrot tlee futuee,ywe doi T o

not need to predict ito.

Effectual reasoning and, in particular, the logic of control provide an explanation for how
economic artefacts come to be within an environment of uncertainty, and so, relative
unpredictability in terms of concrete service innovation objectives and valued solutions
(Brettel et al., 2012:167; Guo, 2019:125; Helkkula et al., 2018:296; Lusch & Nambisan,
2015:171; Mthanti & Urban, 2014:122; Roach et al.,, 2016:229; Sarasvathy, 2001:258;
Sarasvathy, 2021:5; Sarasvathy & Dew, 2005:538; Simon, 1980:37; Vargo et al., 2015:71;
Welter & Kim, 2018:112). Unlike causal logic and processes, which assume a static decision
environment, and in which decision makers or actors are assumed to be independent;
effectual logic and processes, assume a dynamic decision and solution environment,
characterised by constant change, activity, progress, and multiple, interacting, decision
makers, in which, human action is the predominant factor towards shaping and creating an
uncertain and unpredictable future (Chetty et al., 2015:1439; Lingelbach et al., 2015:5;
Sarasvathy, 2001:252; Sarasvathy, 2020:314; Sarasvathy, 2021:5; Sarasvathy & Dew,
2005:544; Vassilakopoulou & Grisot, 2020:12; Welter & Kim, 2018:100; Wu et al., 2020:91).

3.3 EFFECTUATION DEFINED

Effectuation is best defined as a decision-making logic and process to explain:

how economic artefacts such as firms, markets, and economies come to be.
Effectuation begins with a given set of causes, consisting of (mostly) unalterable
characteristics and circumstances of the decision maker; and the focus is on choosing
among alternative (desirable) effects that can be produced with the given set of means,
thereby eliminating the assumption of pre-existent goals (Sarasvathy, 2001:259).
The definition, as offered above, is further explicated through the following guiding principles
of effectuation theory (Dew et al., 2009:297; Sarasvathy, 2001:252; Sarasvathy, 2008:5;
Sarasvathy, 2021:5; Sarasvathy & Dew, 2005:554-555; The Society for Effectual Action,

2018):
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1  The Means or @ird-in-handéprinciple: Effectual problem-solving originates from the
resources available to the innovator or service firm, that is to say, resources in terms

of: &ho | amd &hat | knowd and &hom | knowd

1  The Control or @ilot-in-the-planed principle: A future reality is neither found nor
predicted, but rather made. Accordingly, a focus is placed on the activities within the

innovator o r ser vicangol. f i r mod s

1  The Strategic partnership or &razy quiltéprinciple: Value is co-created, and uncertainty
reduced by building and maintaining partnerships and relationships with self-selected
stakeholders.

1  The Affordable loss principle: Risk is mitigated by an understanding of what the
innovator or service firm can afford to lose. Accordingly, innovation opportunities are

evaluated on the acceptable 6downsi deo,

1  The Leverage contingencies or d.emonade' principle: The unexpected is embraced

and utilised as an opportunity for innovation and value creation.

The decision-making logic and process of effectuation, as defined and detailed in terms of
the guiding principles listed above, is illustrated in Figure 15 (p. 80). The illustration is
followed by two tabled summaries. The first table, Table 10 (p. 80), contains a summary of
the effectual principles, which are described in terms of causal and effectual logic. The
second, Table 11 (p. 81), explicates effectual logic and its guiding principles with the use of
even-if accounts. These accounts do not portray an additional logic, but rather serve as a
means to simplify effectual reasoning in terms of each of its guiding principles. Subsequent
to the tabled summaries, several inferences with regard to the effectual principles are noted.
This is followed by Section 3.4, where a more detailed account of available means, the logic
of control, strategic partnerships, affordable loss, and the leveraging of contingencies is
provided. In turn, these guiding principles inform the effectual process of decision-making

and action-taking for innovation within a fundamentally unpredictable and uncertain context.
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Figure15: An il lustration of effectuationds guiding
p Effect/
Effectual means Opportunity 1
< Effect/
Who |l am (t,, t,, ...) | Opportunity 2
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Physical resources 7 _—
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Effect/ Aspirations/
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Opportunity ...
q Effect/
Opportunity (n)

Source: Adapted from Sarasvathy (2001:253).

Table 10:

The guiding principles of effectuation as to causal and effectual logic

Principle

Principle defined

Causal logic

Effectual logic

Effectual
means

©

Available means initiate
the effectual process: &ho
| amd &Vhat | knowd ;
6 Whom

Goal-driven, with a focus

a | on outcomes
I kK nowo

Means-driven, with a focus
on resources

Logic of
control

choice

The future is created
through human action and
constructible through

Prediction of an uncertain
future: To the extent we
can predict the future, we
can control it

Control of an uncertain
future: To the extent we
can control the future, we
do not need to predict it

Strategic
partnerships

Value is co-created, and
uncertainty reduced by
building and maintaining
partnerships networks

Reliant on detailed
planning and research to
establish competitive
analyses and set goals

Goals are negotiated
residuals of stakeholder
commitments and strategic
partnerships

Affordable
loss

®@ © 9

Selection criteria based on
the acceptable 6 d o wn s
rather than the predictable
Oupsi debd

Dedicated to expected
return and a
predetermined market

Attentive to affordable loss
and the exploration and
creation of new markets
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Principle

Principle defined

Causal logic

Effectual logic

Leverage

The unexpected is
embraced and utilised as

Exploit existing knowledge
and forecast abilities for a

Exploit contingencies and
generate shared

@ contingencies

Source: Adapted from Chetty et al. (2015:1441); Sarasvathy (2001:251); Sarasvathy (2008:5-6).

opportunities for innovation
and value creation

greater market share in
current markets

knowledge for new or
renewed artefacts

Table 11:  Effectual logic explicated by even-if accounts
Principle Principle alias Even-if accounts of effectual logic
Even if you do not have novel ideas in terms of new or
Effectual I renewed services, or do not even know where to innovate,
Bird-in-hand I : .
means you can use your bird-in-hand to come up with something
doable and worth doing.
Even if the future is uncertain, you can co-create
Logic of o worthwhile, new futures by co-opting fellow passengers
@ control Pilot-in-the-plane into co-pilots and understanding that the future is
endogenous to human action and choice.
Even if your network does not include individuals of
Strategic wealth, power, or influence, you can expand it through

Crazy quilt

@

self-selected stakeholders simply by going out and asking
anyone and everyone you can reach out to.

partnerships

Even if you do not have sufficient financial aid or other

Affordable Affordable loss resources required to create new or improved service
loss solutions, you can invest no more than you can afford to
lose.

Even if life throws unpleasant surprises your way, you can
Leverage transform them into opportunities by acting on these

Lemonade

eventualities with an open mindset, and in a collaborative
manner with stakeholders.

contingencies

Source: Adapted from Sarasvathy (2021:5).

The guiding principles of effectual logic, as tabled above, and further detailed in the

subsequent section of this chapter, offer the following conjectures (Sarasvathy, 2001:261):

1 Firms, established on the principles and processes of effectuation, will, if they fail, fail
early, and/or at lower levels of investment, and are more likely to manage failures with
greater effectiveness. Therefore, effectuation allows the service firm to experiment with

more ideas, more often, and at lower costs.

1 In marketing decisions, effectuators are less likely to utilise traditional forms of market
research (e.g., carefully designed surveys and test marketing), and more likely to make
use

o f -of-thespeaantt s 0 ma riitiest anadh gllianees. Ergo, effectuators

-81-



improvise, based on personal experience, knowledge, and judgement, and engage in
collaborative efforts towards knowledge generation.

In financial decisions, effectuators are less likely to use long-term planning and cause
and effect analysis, and more likely to limit business predictions to short-term forecasts,
utilise informal versions of real options, and validate options through stakeholder
feedback.

In organisational decisions, effectuators are more likely to build strong participatory
cultures, rather than controlling and hierarchical-based ones. In contrast to traditional
organisational mindsets, the ethos of the firm thus shifts from controlling employees
and customers to empowering them, from hierarchies to participatory networks, from
planning and predicting uncertainty to experimenting, learning, creating, and taking
control thereof, from privacy to transparent service exchange; and from profit

maximisation to superior financial performance, purpose, and sustainable impact.

3.4 EFFECTUAL PRINCIPLES

3.4.1

Effectual means

Effectuators start with three categories of means or resources available to them, each of

which are classified with reference to the level of the individual, the firm, and the economy
(Coker-Farrell & Imonitie, 2021:49; Sarasvathy, 2001:253):

1.

Who they are. At the level of the individual, these resources include: traits; tastes; and
abilities, at the level of the firm: physical resources, and at the level of the economy:

demographics.

What they know. At the level of the individual, resources comprise knowledge corridors,
at the level of the firm, human resources, and at the level of the economy, technology

regimes.

Whom they know. At the level of the individual, resources entail social networks, at the
level of the firm, organisational resources, and at the level of the economy, socio-

political institutions.

By knowing who they are, what they know, and whom they know, service firms, as effectual

actors, decide what they can do given a particular set of means or resources available to
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them (Chetty et al., 2015:1438; Coker-Farrell & Imonitie, 2021:52; Dew et al., 2009:299;
Fisher, 2012:1026; Lusch & Nambisan, 2015:169; Prashantham et al., 2019:8; Read et al.,
2016:532; Read et al., 2009:576; Sarasvathy, 2001:249; Sarasvathy, 2008:3; Sarasvathy &
Dew, 2005:543). Accordingly, these operant and operand resources are operationalised in
a proactive manner towards the development of new goals, and the pursuance of new
opportunities for innovative solutions and value creation (Deng et al., 2021:11; Helkkula et
al., 2018:293; Lusch & Nambisan, 2015:155; Mueller & Thoring, 2012:156; Sarasvathy,
2001:253; Sarasvathy & Dew, 2005:543; Vargo & Lusch, 2008a:257; Zollo & Winter,
2002:344). Therefore, the service firm assumes control of both operant and operand
resources, utilises these resources to interact with the environment, adapts to environmental
responses received, and exerts environmental influence through synthesised goal-
formulation, problem-resolution, and value co-creation (Berends et al., 2014:619; Chandler,
DeTienne, McKelvie & Mumford, 2011:377; Chetty et al., 2015:1439; Dew et al., 2009:297;
Fisher, 2012:1026; Lingelbach et al., 2015:5; Prashantham et al., 2019:16; Read et al.,
2009:576; Sarasvathy, 2008:3; Vassilakopoulou & Grisot, 2020:11; Welter & Kim, 2018:100;
Welter, Mauer & Wuebker, 2016:7).

3.4.2 Logic of control

The principle of control refers to the proactive manner in which firms, given the resources
available to them, operationalise these to create a future reality and, as such, take control
of an otherwise unpredictable and uncertain environment (Coker-Farrell & Imonitie, 2021:52;
Martina, 2020:764; Prashantham et al., 2019:8; Sarasvathy, 2001:251; Sarasvathy, 2008:6;
Vassilakopoulou & Grisot, 2020:4). The logic of control, therefore, equates to a creative
perspective in which, opportunities for innovation are not merely discovered, but rather
made, and a future reality not predicted, but designed (Grégoire & Cherchem, 2020:623;
Read et al., 2009:584; Sarasvathy, 2008:7; Sarasvathy & Dew, 2005:559; Szambelan et al.,
2020:431; Zhang & Van Burg, 2019:6). Accordingly, the effectual process of decision-
making for value creation is proactive, experimental, and emergent, whereby: the future is
fundamentally unpredictable, yet controllable through human action; the environment is
constructible through choice; and goals are negotiated residuals of stakeholder
commitments and strategic partnerships (Chandler et al., 2011:379; Read et al., 2009:584;
Sarasvathy, 2001:252; Sarasvathy, 2020:312; Sarasvathy, 2021:7; Sarasvathy & Dew,
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2005:538; Smolka, Verheul, Burmeisteri Lamp & Heugens, 2018:573; Straul3, Greven &
Brettel, 2021:984; The Society for Effectual Action, 2018; Welter et al., 2016:7).

3.4.3 Strateqic partnerships

Strategic partnerships and stakeholder commitments serve as means to take control of an
ambiguous environment and uncertain future state of affairs (Chetty et al., 2015:1439;
Sarasvathy, 2001:252; Sarasvathy, 2008:5; Sarasvathy & Dew, 2005:542; Vassilakopoulou
& Grisot, 2020:4). As an alternative to exhaustive, competitive analyses, internal and
external partnerships with self-selected employees, customers, suppliers, and investors are
incorporated initially and throughout the effectual process to bring about new means,
opportunities, and goals (Coker-Farrell & Imonitie, 2021:52; Dew et al., 2009:297;
Prashantham et al.,, 2019:7; Read et al., 2009:583; Sarasvathy, 2001:261; Sarasvathy,
2008:5; Sarasvathy & Dew, 2005:543). The main purpose of strategic partnerships and
stakeholder commitments is to afford feedback and contextual cues relating to customer
needs and wants demanded in the market, and to offer additional means or resources, which
can be drawn upon and integrated for synthesised goal-formulation, problem-resolution, and
value co-creation (Arend et al., 2015:633; Chandler et al., 2011:380; Chetty et al.,
2015:1439; Fisher, 2012:1026; Jian & Wang, 2013:27; Lingelbach et al., 2015:14; Lusch &
Nambisan, 2015:161; Sarasvathy, 2001:252; Sarasvathy, 2008:5; Smolka et al., 2018:576;
Vargo & Lusch, 2008a:257; Vargo & Lusch, 2008b:7; Vargo & Lusch, 2008c:34; Zhang &
Van Burg, 2019:6).

3.4.4 Affordable loss

The principle of affordable loss ties well with the strategic partnership principle. This is not
only attributed to the fact that collaborative interactions and engagements with self-selected
partners afford contextual relevance, but also, in terms of the ability provided to mitigate risk.
Accordingly, potential losses and risks are diversified among a portfolio of stakeholders, and
so, contribute to problem-resolution and value creation efforts that are more affordable
(Chandler et al., 2011:381; Lusch & Nambisan, 2015:169; Sarasvathy, 2001:252;
Sarasvathy, 2008:5; Sarasvathy & Dew, 2005:543; Shirokova et al., 2021:178;
Vassilakopoulou & Grisot, 2020:4; Wu et al., 2020:90). In lieu of traditional market research,
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the service firm, as an effectual actor, learns from partners through interaction, and often
supplements learning by introducing service concepts to potential customers, even before
these are fully developed (Dew et al., 2009:297; Lusch & Nambisan, 2015:169; Sarasvathy,
2001:252; Sarasvathy, 2008:5; Sarasvathy & Dew, 2005:543). Experiential learnings, which
require more means or resources than the service firm is willing to lose, are rejected, and
resources are only added once justified by stakeholder feedback and commitments
(Chandler et al., 2011:380; Coker-Farrell & Imonitie, 2021:52; Straul et al., 2021:985). In
addition, experiments or innovation opportunities, with the potential to create further
opportunities, are favoured over those that maximise returns in the short-run (Deng et al.,
2021:11; Sarasvathy, 2001:252; Welter et al., 2016:7). In essence, the purpose of employing
the affordable loss principle is twofold: (1) to expend the least amount of resources or means
to reach markets; and (2) as an evaluation criterion to assess current and potential service
solutions and opportunities for innovation and value creation (Chandler et al., 2011:380;
Fisher, 2012:1036; Read et al., 2009:576; Sarasvathy, 2001:250; Sarasvathy, 2008:5).

Potential service solutions and opportunities for innovation are evaluated on the acceptable
0 d o wn,ghatdsdodsay, what the service firm is willing to lose, rather than its predictable
0 u p s, iod exected return (Fisher, 2012:1025; Read et al., 2009:576; Sarasvathy,
2001:250; Sarasvathy & Dew, 2005:554). This reasoning is based on the perspective that
expected returns are often difficult to forecast, given that many unknown variables should
be taken into account for a future reality and uncertain environment (Chandler et al.,
2011:377; Fisher, 2012:1022; Sarasvathy, 2001:250; Sarasvathy & Dew, 2005:559; Smolka
et al., 2018:576-577). In addition, the pursuance of expected returns frequently requires
large capital layouts and resource commitments which constrain lean processes and amplify
the cost of potential failure. In particular, where the time-to-market and timing of innovations
are critical, the rate of technological change is rapid and the nature of future competition and
markets are difficult to determine (Beckman, 2020:145; Dew et al., 2009:297; Sarasvathy,
2001:251; Sarasvathy & Dew, 2005:555; Shirokova et al., 2021:179; Sj6din et al., 2020:488;
Smolka et al., 2018:576-577).
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3.45 Leverage contingencies

The final principle of effectuation referstothef i r més abi | i t y,atlapttheretdyr ac e
and capitalise on the contingencies brought about by the environment (Chandler et al.,
2011:379; Fisher, 2012:1025; Hunt, 2004:22; Lusch & Nambisan, 2015:168-170;
Madhavaram & Hunt, 2008:77; Prashantham et al., 2019:8; Read et al., 2009:576;
Sarasvathy, 2001:250; Sarasvathy, 2008:6; Sarasvathy, 2021:5; Sarasvathy & Dew,
2005:550; Vassilakopoulou & Grisot, 2020:10; Welter & Kim, 2018:102; Zollo & Winter,
2002:343). Accordingly, the service firm as an effectuator acknowledges that change and
contingencies create opportunities for innovation and value creation. As such, these
eventualities are not only accepted, but also controlled by leveraging contingencies for new
or renewed goal-formulation, problem-resolution, and value creation (Coker-Farrell &
Imonitie, 2021:52; Prashantham et al., 2019:8; Read et al., 2009:576; Sarasvathy, 2001:250;
Sarasvathy, 2008:7; Sarasvathy & Dew, 2005:550; Smolka et al., 2018:575;
Vassilakopoulou & Grisot, 2020:4).

3.5 THE EFFECTUAL PROCESS

The effectual process, established on the principles of available means, the logic of control,
strategic partnerships, affordable loss, and contingencies allows the service firm to create
several possible effects and goals, irrespective of the generalised goal with which it had
started (Sarasvathy, 2001:247; Sarasvathy, 2020:313; Sarasvathy, 2021:5). The process,
therefore, allows the service firm to change its goals, and even shape and construct said
goals, as contingencies arise (Sarasvathy, 2001:247). The ser vi ce fir més
means, that is, &/ho | amg &/hat | know§ and &Vhom | know§ combined with contingencies,
strategic partnerships, and stakeholder commitments, create effects that are not
preselected, but constructed as integral parts of the effectual process (Chetty et al.,
2015:1438; Dew et al., 2009:299; Fisher, 2012:1026; Ghorbel et al., 2021:3; Lusch &
Nambisan, 2015:169; Prashantham et al., 2019:8; Read et al., 2016:532; Read et al.,
2009:576; Sarasvathy, 2001:249; Sarasvathy, 2008:3; Sarasvathy & Dew, 2005:543). This
process is illustrated in Figure 16 (p. 87), followed by a brief explanation of the process of

effectuation.
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Figure 16: The process of effectuation
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Source: Adapted from Coker-Farrell and Imonitie (2021:49); Sarasvathy and Dew (2005:543).

As shown in Figure 16, the effectuation process initiat
means or resources, which are employed to create multiple, possible courses of action and
preliminary goals (Alsos et al., 2020:611; Chetty et al., 2015:1438; Fisher, 2012:1026; Read
et al., 2009:576; Sarasvathy, 2001:250; Sarasvathy, 2008:3; Sarasvathy & Dew, 2005:543).
These tentative courses of action and preliminary goals are consequently developed,
validated, and transformed by way of environmental contingencies, interactions with others,
and stakeholder feedback and commitments (Chetty et al., 2015:1438; Gero & Milovanovic,
2020:28; Sarasvathy, 2001:252; Sarasvathy, 2008:4; Sarasvathy, 2020:314; Sarasvathy &
Dew, 2005:543; Welter et al., 2016:8). Creative transformation towards new courses of
action, means, and goals, often emerges through human interactions, occurring by way of
A ¢ oersation, negotiation, conflict resolution, deal-making, and the intimacies of shared
e X p er i(SBanasvatiy, 2021:7). It is these interactions, then, that allow the firm and its
employees, to construct new uses for existing resources and acquire new means to forge

relationshipsd by co-creating and learning, failing, and succeeding togetherd to transform

-87 -



misfortunes into opportunities, to persuade others without promising upsides, and to
formulate new ends worth achieving (Berends et al., 2014:619; Lingelbach et al., 2015:5;
Read et al., 2009:576; Sarasvathy, 2001:250; Sarasvathy, 2008:3; Sarasvathy, 2021:7;
Sarasvathy & Dew, 2005:543).

3.6 CONCLUSION

Prior to the existence of products, services, firms, and markets, there existed human
imagination and goals, accompanied by the unification of these imaginings and aspirations
(Sarasvathy, 2001:261; Sarasvathy, 2021:1). This unification towards the creation of
artefacts does not occur spontaneously or inevitably, but rather demands sustained,
creative, collaborative, and competitive efforts to establish meaning and purpose out of a
given set of means or resources, and contingent endowments (Sarasvathy, 2001:261;
Sarasvathy, 2021:2). Human imagination and aspirations influence and reshape one
another continuously, in a direct sense, through created artefacts, and by way of contextual
contingencies (Sarasvathy, 2001:262). Accordingly, destinations and paths to establish new
or renewed artefacts, given an ambiguous environment, uncertain future state of affairs, and
human influence, are often ill-defined or ill-structured, and therefore warrant effectual logic.
A logic for innovation, which affirms that even if the environment is ambiguous and the future

uncertain, human-centredness, that is, human action, interaction, and choice, holds sway.
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4.1 INTRODUCTION

Human-centred innovation is primarily described in design thinking terms, both from a
practical and theoretical perspective. This human-centred methodology is directed towards
the creation and development of valued solutions, founded on the needs and wants of
customers. Inspired by the principles and practice of professionally trained designers, design
thinking is noted as a promising way to solve ill-defined or ill-structured problems and
advance co-created value under conditions of uncertainty (Carlgren, Rauth & Elmquist,
2016b:38; Dell'Era et al., 2020:328; Elsbach & Stigliani, 2018:2274; Ghorbel et al., 2021:6;
Glen, Suciu, Baughn & Anson, 2015:182; Gruber, De Leon, George & Thompson, 2015:3;
Holloway, 2009:51; JohanssonZskoldberg, Woodilla & Cetinkaya, 2013:121; Kolko, 2015:6;
Liedtka, 2014:42; Liedtka, 2015:925; Micheli et al., 2019:124; Nakata & Hwang, 2020:122;
Roach et al., 2016:230; Shapira et al., 2017:281; Sjodin et al., 2020:488).

4.2 DESIGN LOGIC

A useful way to explain the logic of design is to compare the patterns of problem-solving
employed by the natural sciences to those employed by the design thinking methodology
(Buchanan, 1992:5; Cross, 1982:221; Cross, 2001:51; Pande & Bharathi, 2020:2; Rittel &
Webber, 1973:159; Sarasvathy, 2021:2). Whereas the natural sciences are analytic and
concerned wit h ,designws conbtiuativgg and @anaermed with how things
0 0 u g h t(Buchanab, 8982:16; Cross, 1982:224; Rittel & Webber, 1973:159; Sarasvathy,
2021:2; Simon, 1980:43; Wrigley et al., 2020:126). For the natural sciences, problem-solving
behaviour is that of pattern recognition, related to existing forms, while problem-solving for
design thinking, is that of pattern synthesis, and behaviour directed towards the creation of
new forms of value which do not yet exist (Beckman, 2020:149; Buchanan, 1992:17; Cross,
1982:224; Cross, 2001:53; Helkkula et al., 2018:285; Rittel & Webber, 1973:159;
Sarasvathy, 2001:244; Schneckenberg et al., 2019:430; Simon, 1980:44). In essence,
Asci ent i s-sobe hy rmmalysisewhereas designers problem-s ol ve by synt |
(Cross, 1982:223).

Eventhoughdesi gn | ogic has its i nter estoughitetb ab,e a

and places an emphasis on the constructive, normative, and creative elements of problem-
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solving, it incorporates scientific thinking or causal reasoning (Archer et al., 2009:4; Berends
et al., 2014:619; Buchanan, 1992:18; Chetty et al., 2015:1453; Cross, 1982:226; Cross,
2001:55; Floridi, 2017:516; Glen et al., 2015:182; Kerr & Coviello, 2019:389; Lingelbach et
al., 2015:14; Maine et al., 2015:67; Martin, 2010:37; Owen, 2007:16; Pande & Bharathi,
2020:14; Reuber et al.,, 2016:538; Reymen et al.,, 2015:374; Sarasvathy, 2001:245;
Sarasvathy, 2008:2; Sarasvathy & Dew, 2005:554; Simon, 1980:43; Welter & Kim,
2018:112). This is towards a balanced thought process for innovative and flexible, yet
feasible and viable service solutions. Accordingly, design thinking integrates creative and
analytical thinking, or divergent and convergent thinking for decision-making, as well as
exploration and exploitation activities, to strike a balance between service solutions that are
desirable to customers, yet, technically feasible and financially viable from the perspective
of the firm (Beckman & Barry, 2007:50; Brown, 2008:4; Gruber et al., 2015:1; Holloway,
2009:51; Kimbell, 2012:130; Kolko, 2015:5; Mueller & Thoring, 2012:156; Prud’homme van
Reine, 2017:56; Razzouk & Shute, 2012:337; Shapira et al., 2017:281; Zheng, 2018:748).

The balanced logic of design thinking, directed towards desirable, feasible, and viable
service solutions, is illustrated in Figure 17 (p. 92); Figure 18 (p. 92); and Figure 19 (p. 93);
respectively. These figures illustrate the logic of design concerning divergent and
convergent thinkingd the core exploration and exploitation activities of design,
encompassing inspiration, ideation, and implementation, as well as the objective of design,
relating to service solutions that balance desirability, feasibility, and viability (Archer et al.,
2009:4; Chetty et al., 2015:1453; Dell'Era et al., 2020:330; Glen et al., 2015:182; IDEO,
2019; Kerr & Coviello, 2019:389; Liedtka, 2011:18; Liedtka, 2014:41; Lingelbach et al.,
2015:14; Maine et al., 2015:67; Martin, 2010:37; Mueller & Thoring, 2012:156; Nakata &
Hwang, 2020:125; Owen, 2007:16; Reuber et al., 2016:538; Reymen et al., 2015:374;
Schneckenberg et al., 2019:430; Sjodin et al., 2020:488; Welter & Kim, 2018:112).
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Figure 17: Divergent and convergent thinking for design
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Figure 18: The core exploration and exploitation activities of design thinking
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Source: Adapted from IDEO (2019).
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Figure 19: The objective of design thinking for innovation

7

Desirability

Viability Feasibility

Z0—=HP<O0ZZ -

Source: Adapted from Mueller and Thoring (2012:156).

4.3 DESIGN THINKING DEFINED

Scrutiny of the literature reveals that no single definition for design thinking exists to
encompass the diverse ideas and methods assembled under one label (Brown, 2008:1;
Buchanan, 1992:5; Carlgren, Elmquist & Rauth, 2016a:344; Dunne & Martin, 2006:512;
Elsbach & Stigliani, 2018:2274; Glen et al., 2015:182; Gruber et al., 2015:1; Holloway,
2009:51; JohanssonZskdldberg et al.,, 2013:121; Johansson & Woodilla, 2009:1; Kolko,
2010:15; Liedtka, 2014:40; Liedtka, 2015:925; Micheli et al., 2019:124; Prud’homme van
Reine, 2017:56; Razzouk & Shute, 2012:330; Shapira et al., 2017:277). The plurality of
definitions, along with the diverse specifications of the design thinking methodology, are
variations of this broad theme and offer different explorative paths in developing its meaning
and effects (Buchanan, 1992:14; Cross, 1982:226; Cross, 2001:54; Dell'Era et al.,
2020:336). Accordingly, design thinking continues to expand in its meaning, connections,
and integrations to the arts and sciences, revealing unexpected dimensions in theory and
practice, as well as more suitable ways to address the problems and purposes of the present
(Beckman, 2020:144; Buchanan, 1992:6; Cross, 2001:55; Pande & Bharathi, 2020:15).

For Thompson and Schonthal (2020:85) design thinking is defined as: fan analytical and

creative process that engages people in opportunities to experiment, create, and prototype
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model s, gat her f e e diematikely, Waigley et ale(2020s126} document

that, in general, design thinking is defined as: fthe process of planning, creating, and
implementing ideas to improve the artificial environment, with the central concern of design
being the concepti on an cventthagdghidisease pradessiomsfandn e w t
academic disciplines may differ in their meaning of design, and may not share a common
methodology, philosophy, or set of objectives, they share a mutual interest in the underlying
theme of desigohcelpai oinsandTpé a(@uchanag, 1992:14t he a
Cross, 2001:54; Simon, 1980:33).

The od6artifi ciSambn§1980&%),¢ ar diicrogwihephenamedna that could be
otherwise than they ared and which will be altered continually as they adapt to the demands
of t hei r e nfa environmentnof oi@cern for service innovation is a problem
environment, characterised by wicked problems which do not present obvious paths for
goal-formulation, problem-resolution, and the creation of value, and so, demands the
employment of intelligence (Buchanan, 1992:17; Cross, 1982:221; Dell'Era et al., 2020:326;
Gero & Milovanovic, 2020:2; Rittel & Webber, 1973:160; Sarasvathy, 2001:249; Sarasvathy,
2020:314; Simon, 1980:39; Wrigley et al., 2020:126). At the root of intelligence is intelligent
systems, their substance, the value forms created by their substance, and the processes
employed to create those forms (Buchanan, 1992:18; Cross, 1982:224; Cross, 2001:54;
Gustafsson et al., 2020:111; Simon, 1980:35). Intelligent systems, in particular, the system
of the service firm as part of a greater systemd the service ecosystemd exhibit intelligence
by achieving its goals, regardless of changing environments and uncertain future state of
affairs (Beckman, 2020:154; Schneckenberg et al., 2019:429; Simon, 1980:35; Sjédin et al.,
2020:489). Accordingly, these systems are adaptive and, therefore, described as intelligent
and d6éartificialé, Afor as environments change
they were deliberately designed to fit those environments, as indeed they sometimes areo
(Simon, 1980:33).

Three forms of adaptive behaviour, corresponding to three different time scales of relevance

to such systems, are recognised (Simon, 1980:36-37):

1. On the shortest time scale, intelligent or adaptive systems continually change their
behaviour over the course of solving each problem situation they come across.

Accordingly, heuristic search is fundamental, the more so, the more successful the
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search, and therefore, the more effective the adaptation of forms and behaviours

relevant to the context or environment in which the service firm finds itself.

2. On aslightly longer time scale, intelligent systems make adaptions that are preserved

and remain accessible to meet new situations effectively. In other words, they learn.

3.  On the longest time scale, intelligent systems evolve, with progressive changes in
behaviours and value forms, to meet both the requirements of the inner and outer

environments of the service firm.

The conception and planning of the artificial is therefore founded on intelligence, which is

closely related to the adaptability of the service firm, where problem-solving, learning, and

evolution is at its core (Cross, 1982:226; Cross, 2001:55; Dell’'Era et al., 2020:335;
Schneckenberg et al., 2019:435; Simon, 1980:45; Straul} et al., 2021:985). However, to
understand intelligent problem-solving, learning, and evolution, it is necessary to understand

the logic and process through which that intelligence is applied (Beckman, 2020:145;
Buchanan, 1992:20; Cross, 2001:55; Simon, 1980:45). Gi v en service I n
unpredictable and uncertain environment and future reality, the solution or solutions are not

merely lying among the data, but are actively constructed through human action and choice.
Moreover, it is a system and a process which give emphasis to solutions that satisfice, as

opposed to those that optimise (Cross, 1982:224; Cross, 2001:54; Sarasvathy, 2001:244;
Sarasvathy, 2020:312; Sarasvathy & Dew, 2005:538; Simon, 1980:45). Accordingly, a

central feature of the process of design is to create a range of potential, satisfactory
solutions, rather than efforts to generate a single, hypothetically-optimum solution
(Beckman, 2020:154; Buchanan, 1992:18; Cross, 1982:224; Schneckenberg et al.,
2019:428). Fordesignthen, i n general ter ms, Ainvention co
world of doing and making is usually ahead o f the worl d ofCrossnder s
1982:225).

The process of design is that of pattern synthesis, as opposed to that of pattern recognition
(Buchanan, 1992:17; Cross, 1982:224; Cross, 2001:53; Helkkula et al., 2018:285; Rittel &
Webber, 1973:159; Sarasvathy, 2001:244; Schneckenberg et al., 2019:435; Simon,
1980:44). This pattern-constructing feature of design refers to some or other ordering
principle used by the designer to move from the general to the specific and create a

particular subject out of problems or issues related to specific circumstances (Buchanan,
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1992:16; Cross, 1982:224; Schneckenberg et al., 2019:429). Even though design is
concerned with the particular, its subject matter is potentially universal in scope since design
thinking may be applied to any area of human experience (Buchanan, 1992:16; Cross,
1982:224; Nakata & Hwang, 2020:125).

Within this process of pattern synthesis, the designer learns to think in sketch-like form,
wherein abstract patterns or user requirements, are transformed into concrete patterns of
an actual object (Beckman, 2020:146; Beckman & Barry, 2007:28; Buchanan, 1992:18;
Cross, 1982:224). Thatist o s ay, alanguaged whdrea ideasaile trabsformed into
t h designerlyécodes of knowing (Cross, 1982:224). Although these codes may differ from
one profession or academic discipline to another, the similarity resides in its utility. This utility
is founded on the ability to translate messages from the abstract to the concrete, or vice
versa, and the support provided for constructive thinking towards planning, designing, and
creating valued solutions within the context of wicked problem-solving (Buchanan, 1992:18;
Cross, 1982:225; Cross, 2001:54; Dell'Era et al., 2020:335; Floridi, 2017:516; Sj6din et al.,
2020:488).

T h e esigneerlyécodes or ways of knowing, are not only embodied in the process of design,

its underlying activities, and training in them, but also in the material objects of an artificial

or human-made environment (Buchanan, 1992:19; Cross, 1982:225; Cross, 2001:54;

Wrigley et al., 2020:128).Accor di ngl y, fAdesign knowl edge i s
and how to contribute to the crteocaght be dedi gai
knowledge, skills, and values of the artificial (Cross, 2001:54). In this regard:

Some of it is knowledge inherent in the activity of designing, gained through engaging
in and reflecting on that activity. Some of it is knowledge inherent in the artefacts of the
artificial world (e.g., in their forms and configurationsd knowledge that is used in
copying from, reusing or varying aspects of existing artefacts), gained through using
and reflecting upon the use of those artefacts. Some of it is knowledge inherent in the
processes of manufacturing the artefacts, gained through making and reflecting upon
the making of those artefacts. And some of each of these forms of knowledge also can
be gained through instruction in them (Cross, 2001:54-55).

These designerlyé codes, or ways of knowing, enable the designer to form a working
hypothesis of the artificial, its wicked problems, and a set of potential solutions that may
satisfy the ill-structured or ill-defined (Buchanan, 1992:17; Cross, 1982:222; Cross, 2001:53;
Madhavaram & Hunt, 2008:78; Rittel & Webber, 1973:160; Simon, 1980:40; Teece et al.,
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1997:518; Winter, 2003:994; Zollo & Winter, 2002:343). Accordingly, the working hypothesis
provides a broad framework to frame and re-frame the problems and potential solutions at
hand, and further explore and develop these, through discussion, argument, negotiation,
experimentation, and learning (Beckman, 2020:145; Buchanan, 1992:17; Carlborg et al.,
2014:386; Cross, 1982:226; Cross, 2001:55; Dougherty, 2004:46; Enz, 2012:187; Gadrey
et al., 1995:5; Gero & Milovanovic, 2020:29; Jian & Wang, 2013:27; Love et al., 2010:987;
Lusch & Nambisan, 2015:168; Rittel & Webber, 1973:162; Salunke et al., 2011:1253; Simon,
1980:36; Toivonen & Tuominen, 2009:893; Vargo & Lusch, 2008a:257; Vargo & Lusch,
2008b:7; Vargo & Lusch, 2008c:35; Vargo et al., 2015:67).

Argument, in design thinking terms, is regarded as a central theme of the design discipline
and the methodology of design. In this sense, argument refers to the synthesis of three lines
of reasoning: (1) the ideas of designers or employees of the firm about their services and
service; (2) the internal operational logic, or feasibility and financial viability of these services
and service; and (3) the desirability and usefulness of these to customers, in ways that reflect
their personal and social values (Beckman & Barry, 2007:50; Brown, 2008:4; Buchanan,
1992:20; Carlgren et al., 2016b:43; Cross, 1982:225; Cross, 2001:54; Glen et al., 2015:182;
Gruber et al.,, 2015:1; Holloway, 2009:51; Kimbell, 2012:130; Kolko, 2015:5; Liedtka,
2011:17; Liedtka, 2015:927; Micheli et al., 2019:132; Mueller & Thoring, 2012:156;
Prud’homme van Reine, 2017:56; Razzouk & Shute, 2012:337; Shapira et al., 2017:281;
Zheng, 2018:748). Effective design, therefore, is reliant on the ability of the service firm and
its employees, to integrate all three lines of reasoning towards synthesised goal-formulation,
problem-resolution, and the creation of value (Buchanan, 1992:20; Dell'Era et al., 2020:335;
Nakata & Hwang, 2020:125; Simon, 1980:33).

To conclude this section, and therefore, the meaning of design thinking based on the former,
the following definition is proposed: Design thinking is a human-centred, problem-solving
methodology, founded on the d@esignerlyéways of knowing, thinking, and acting, concerning
ill-defined or ill-structured problems and t hat -oaghtto-bwldat |t affords
approach to create new or renewed solutions of value that are desirable, feasible and viable,
by way of argument synthesis, experimentation, learning, and adaption (Brown, 2008:1;
Brown & Wyatt, 2010:33; Buchanan, 1992:20; Carlgren et al., 2016a:344; Carlgren et al.,
2016b:38; Cross, 1982:226; Cross, 2001:55; Dunne & Martin, 2006:512; Elsbach & Stigliani,
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2018:2274; Glen et al., 2015:182; Gruber et al., 2015:1; Holloway, 2009:51; JohanssonZ
Skoldberg et al.,, 2013:121; Johansson & Woodilla, 2009:1; Kolko, 2010:15; Liedtka,
2014:40; Liedtka, 2015:925; Micheli et al., 2019:124; Prud’homme van Reine, 2017:56;
Razzouk & Shute, 2012:330; Shapira et al., 2017:277; Simon, 1980:36; Thompson &
Schonthal, 2020:85; Wrigley et al., 2020:126). The proposed definition consolidates the
plurality of definitions in the extant body of knowledge, and so, merges its diverse meanings,
connections, integrations, and dimensions. Simply stated, the design methodology, is
concerned with effective change, innovation, and value creation from the perspective of

people. In other words, new or renewed service solutions stem from what is meaningful to

people, while considerationisgiventot he f easi bility and vi abi

perspective, and in terms of the service ecosystem. In this regard, people are the source of
inspiration, observation, interpretation, and resource integration, to create reciprocal service
solutions of value (Dell'Era et al., 2020:335; Sjodin et al., 2020:489).

Despite the significance of people and their value-adding abilities, they also add to the
complex nature of service innovation and value creation. In an already complex environment
of rapid technological change, imperfect information, and an unpredictable future reality,
service firms are faced withth e i ncr eased compl e x ibehaviewss, and
subjective judgements. For instance, the growing customer demand for more personalised
solutions and, in turn, the increased employee challenges, to facilitate meaningful
engagements and motivation for the creation and implementation of these solutions. The
service firm is thus tasked to integrate the wants of customers, the desires of employees,
and the variety of objectives held by other service actors within the ecosystem towards
services and service that are desirable to people, technically feasible, and financially viable.
In this context, the design thinking methodology is particularly well-suited in pursuing unitary
aims, and problem-solve creatively for the wicked or ill-defined (Dell'Era et al., 2020:385).
That is to say, well-suited not only in terms of its core attributes, tools, and methods, but
also in terms of its Adynamic couplings

i nnov a(akatan&Hwang, 2020:125). In particular, the mindsets and actions created
which incorporate human-centredness, abductive reasoning, and learning by failing, in
support of problem exploration, idea generation, experimentation, and implementation for

innovation and value creation.
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4.4 DESIGN THINKING PRINCIPLES

The noted mindsets and actions for innovation and value creation are encapsulated in the
met hodol ogyds four gui ding principles. These
innovation efforts of the service firm and its employees, are as follows: (1) the human
principle, whereby all design activity is social in nature; (2) the ambiguity principle, in which
ambiguity is regarded as inevitable, and so, should be embraced and leveraged; (3) the
tangibility principle, where ideas are made tangible to facilitate design efforts; and (4) the
redesign principle, whereby all design is regarded as redesign (Buchanan, 1992:21; Cross,
2001:54; Dell’'Era et al., 2020:328; Gustafsson et al., 2020:112; Micheli et al., 2019:132-133;
Simon, 1980:36). The guiding principles of design thinking are further detailed in Table 12
(on p. 99). The tabled details include a definition of each principle along with the core
attributes generally associated with each of the design thinking principles.

Table 12: The guiding principles and core attributes of design thinking

Principle Principle defined Core attributes

Gestalt view: Understanding
problems contextually and
holistically, towards solutions that are
desirable, feasible, and viable.

Design is concerned with the
6artificial h~umani d
made world of artefacts.

All design activity is social in nature.

e The human Empathy: Seeing and understanding
L . things from a cus
principle Design thinking is directed towards with a focus on customer needs and

new integrations of signs, things,
actions, and environments, that
address the concrete needs and
values of human beings in diverse
circumstances.

wants.

Collaborative: Integrating diverse
actor perspectives, both internal and
external to the firm.

Ambiguity is inevitable. Tolerance of ambiguity and failure:

An ability to embrace uncertainty and

The problem for designers is to failures towards learning,

P conceive and plan for dvhat does not
@ Th_e gmblgUlty yetexistba n d Gowdhtad-b € id
principle

the context of wicked problems. Iteration and experimentation:

Learning by trial-and-error, abetted
by tangible representations of the

Within this context, heuristic search h
idea concept.

and experimentation is pivotal.
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Principle

Principle defined

Core attributes

The tangibility
principle

Prototypes or artefacts help to make
ideas tangible, enabling designers to
communicate and enact ideas
effectively.

Designers think in pattern-
constructing or sketch-like form, in
which abstract user requirements are
transformed into concrete patterns of
an actual object. This aids to internal
thinking, and the communication and
sharing of ideas with others.

Abductive reasoning: 6 Wat-i f 0
reasoning, based on imaginative
solutions, in support of evidence-
based logic, towards a balance of
intuitive and analytical thinking and
exploration and exploitation
knowledge-creation activities.

Ability to visualise: Making abstract
ideas vivid and real.

The redesign
principle

All design is redesign.

Designers form an idea or working
hypothesis about the nature of
problems and potential solutions.

This working hypothesis serves as a
means for exploration and further
development.

The working hypothesis, that will
lead to a particular solution, is the
principle of relevance, guiding
innovation efforts and the
improvement thereof.

Iterative: A cyclical process where
improvements are made to ideas or
solutions, regardless of the design
thinking phase.

Creativity and innovation:
Constructing and implementing novel
ideas, with an open mindset, and
without predetermined judgement
towards the idea creator or the idea
concept.

Problem-solving: Solving and re-
solving ill-defined or ill-structured
problems, with a belief that the
designer can always attempt to
improve the problem-solution
concept, and thus, the solution
offered.

Source: Adapted from Buchanan (1992:21); Cross (2001:54); Micheli et al. (2019:132-133); Simon (1980:36).

The core attributes, generally associated with each of the four principles of design, as tabled
above, are further clarified in terms of designt hi n ki n g 6tsols ansl methods,iaadlits
associations to the noted attributes (Micheli et al., 2019:137). Accordingly, these tools and
methods, its principle associations, and its enabling facility to the design thinking attributes

are expounded in Table 13 (p. 100).

Table 13: The tools and methods to enable the core attributes of design thinking

Tools and methods Principle associations to the core attributes

Provide a means of fostering empathy, and so, human-centredness and involvement.

Observational data complement quantitative data in support of blended rationality and
) intuition.

Ethnographic methods ) ] ] i o
Aid to provide a gestalt view by understanding a problem in its context.

Ri ch
reasoning.

data canfdritgges oO6Wwhguestions, an
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Tools and methods

Principle associations to the core attributes

Personas

Provide a means of fostering empathy, and so, human-centredness and involvement.

Serve as a boundary-spanning object during interdisciplinary and cross-functional
communication and collaboration.

As a means to visualise key stakeholders, service actors, customers, or service
beneficiaries.

Aid to provide a gestalt view of the problem by ensuring that customers are a
represented constituency in the problem-solving process.

Journey maps

Provide a means of fostering empathy, and so, human-centredness and involvement.

Serve as a boundary-spanning object during interdisciplinary and cross-functional
communication and collaboration.

To visualise key stakeholdersdexperiences.

Support iteration and experimentation, by allowing designers or innovators to consider
and test multiple customer journeys.

Aid to provide a gestalt view of the problem by encouraging a contextual and temporal
understanding of the customer experience.

Brainstorming

Delivers a forum for abductive reasoning.
Is typically utilised during interdisciplinary and cross-functional collaboration.

Promotes the blending of intuition and analysis by encouraging broad
conceptualisations.

Strengthens iteration and experimentation, seeing that most brainstorming techniques
are devoid of predetermined judgement towards the idea creator or the idea concept.

Mind maps

Serve as a boundary-spanning object during interdisciplinary and cross-functional
communication and collaboration.

Reinforce an acceptance and tolerance of ambiguity and failure by facilitating a
process of sense-making.

Exemplify the ability to visualise and structure complex systems and environments.

Inspireagestaltvi ew by recognising and mapping
conceptualisations.

Visualisation

Serves as a boundary-spanning object during interdisciplinary and cross-functional
communication and collaboration.

Highlights the importance of the ability to visualise solutions during ideation.
Sketches can serve as a communicative tool during abductive reasoning.
The informal nature of sketches encourages iteration and experimentation.

Can capture existing and desired states, supporting human-centredness, a gestalt
view, and allow for the blending of intuition and analysis.

Prototypes

Afford a physical means for iteration and experimentation.
Encourage early failure in draft form.

Serve as a boundary-spanning object during interdisciplinary and cross-functional
communication and collaboration.

Emphasise the importance of the ability to visualise solutions, during ideation, and
during other phases of the design process.

- 101 -




Tools and methods Principle associations to the core attributes

Facilitate iteration and experimentation.
Field experiments Foster a gestalt view through a deep understanding of the problem context.

Encourage early failure in draft form.

Source: Adapted from Micheli et al. (2019:137).

As tabled above, the designer or innovatoraos
core attributes of design, facilitates synthesised goal-formulation, problem-resolution, and

the creation of value in the face of a changing environment and uncertain future state of

affairs (Buchanan, 1992:20; Dell'Era et al., 2020:335; Nakata & Hwang, 2020:125; Simon,

1980:33; Sjodin et al., 2020:488). These t ool s and methods, as pat
are broadly categorised as need-finding tools, idea-generating tools, and idea-testing tools,

which are not only utilised for problem-solving purposes, but also, as a means to establish,

support, develop, convey, and ingrain, the values, norms, and assumptions of the service

firm (Elsbach & Stigliani, 2018:2280). In other words, utilising the d@esignerlydéways of

knowing, thinking, and acting, relating to the ill-defined or ill-structured,and t hat- of ¢
ought-to-b e dor intelligent innovation and value creation (Andrews, 2015:182; Brown,

2008:1; Brown & Wyatt, 2010:33; Buchanan, 1992:20; Carlgren et al., 2016a:344; Carlgren

et al., 2016b:38; Cross, 1982:226; Cross, 2001:55; Dell'Era et al., 2020:335; Dunne &

Martin, 2006:512; Elsbach & Stigliani, 2018:2284; Glen et al., 2015:182; Gruber et al.,

2015:1; Holloway, 2009:51; JohanssonZskoldberg et al., 2013:121; Johansson & Woodilla,

2009:1; Kolko, 2010:15; Liedtka, 2014:40; Liedtka, 2015:925; Micheli et al., 2019:124;
Prud’homme van Reine, 2017:56; Razzouk & Shute, 2012:330; Shapira et al., 2017:277;

Simon, 1980:36).

Need-finding tools, such as ethnographic methods, personas, and journey maps are
recognised as enablers toward the development of human-centred and value-driven
cultures, whereas, idea-generating tools, including brainstorming, mind maps, and
visualisation practices, support the development of collaborative cultures and encourage
iteration and experimentation (Carlgren et al., 2016b:50; Elsbach & Stigliani, 2018:2285;
Glen et al., 2015:190; Liedtka, 2011:17; Liedtka, 2014:41; Liedtka, 2015:928; Micheli et al.,
2019:137; Pande & Bharathi, 2020:8). Moreover, idea-testing tools, such as prototypes and
field experiments, facilitate organisational cultures, wherein individuals value the exploration

of new ideas, the attainment of knowledge through failures, and a deep appreciation of the
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problem context (Carlgren et al.,, 2016b:50; Elsbach & Stigliani, 2018:2285; Glen et al.,
2015:190; Liedtka, 2011:17; Liedtka, 2014:41; Liedtka, 2015:928; Micheli et al., 2019:137;
Nakata & Hwang, 2020:122; Pande & Bharathi, 2020:13). Accordingly, these design thinking
tools and methods, and the resultant, design-driven culture it creates, are interlinked and
mutually supportive towards a human-centred, collaborative, experiential, and iterative
process of solution design (Beckman, 2020:146; Buchanan, 1992:17; Carlborg et al.,
2014:386; Cross, 1982:226; Cross, 2001:55; Dell'Era et al., 2020:328; Dougherty, 2004:46;
Elsbach & Stigliani, 2018:2291; Enz, 2012:187; Jian & Wang, 2013:27; Love et al.,
2010:987; Salunke et al., 2011:1253; Sjodin et al., 2020:489; Toivonen & Tuominen,
2009:893; Vargo et al., 2015:67).

4.5 THE DESIGN THINKING PROCESS

In broad terms, the process of solution design, or design thinking, involves two main process
phases. The first is that of problem-structuring, which consists of reflective observation work
to develop a deep understanding of the problem to be solved, or challenge to be addressed
(Beckman, 2020:146; Beckman & Barry, 2007:28; Pande & Bharathi, 2020:8). Observe and
notice work, along with problem framing and reframing, underlie reflective observation
efforts (Beckman, 2020:146; DellEra et al., 2020:328; Pande & Bharathi, 2020:10;
Thompson & Schonthal, 2020:88). Observe and notice efforts retrieve information from the
concrete world to provide a context for problem framing and reframing (Beckman, 2020:150;
Beckman & Barry, 2007:28; Pande & Bharathi, 2020:6; Schneckenberg et al., 2019:435;
Wrigley et al., 2020:128). This includes information relating to political, economic, social,
environmental, technical, and other trends, accompanied by the capability of customer and
stakeholder embeddedness (Beckman, 2020:150; Dell'Era et al., 2020:328; Micheli et al.,
2019:137; Schneckenberg et al., 2019:435). By toggling between observe and notice works,
and problem framing and reframing efforts, the designer establishes a problem frame for
further development (Beckman, 2020:153; Cross, 1982:221; Liedtka, 2015:927; Wrigley et
al., 2020:128). This leads to the second process phase of solution creation, which is driven
by active experimentation (Beckman, 2020:146; Beckman & Barry, 2007:28; Cross,
1982:221; Nakata & Hwang, 2020:122; Thompson & Schonthal, 2020:94). By employing the
chosen frame, and toggling between ideation and design efforts and prototyping and testing

activities, multiple solutions can be generated, learned from, tested, and refined (Beckman,
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2020:154; Buchanan, 1992:18; Cross, 1982:221; Dell'Era et al., 2020:328; Liedtka, 2014:40;
Nakata & Hwang, 2020:122; Pande & Bharathi, 2020:6; Sjodin et al., 2020:488; Thompson
& Schonthal, 2020:85). This brief and high-level overview of the design thinking process, is
illustrated in Figure 20 (p. 104).

Figure 20: A high-level overview of the design thinking process

Abstract
conceptualisation
FRAME AND IMAGINE AND
REFRAME DESIGN
Reflective Active
observation \ ( experimentation
OBSERVE AND MAKE AND
NOTICE EXPERIMENT
Concrete
experience

Source: Adapted from Beckman (2020:146).

The high-level overview of the design thinking process is described in more detailed terms
by the earlier research works of Liedtka (2015:927). The author describes the design
thinking process as a @ h ydoiven pracess that is problem, as well as solution,
focused. It relies on abduction and experimentation involving multiple alternative solutions
that actively mediate a variety of tensions between possibilities and constraints, and is best
suited to decision contexts in
In this regard, Liedtka (2015:928) proposes a four-question approach to the design thinking
process, with each question related to a specific phase within the process. Accordingly, the

approach provides a more detailed account of the different phases involved in terms of
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problem and solution design. At t he out s e tquestibnhise related hoaah initials 6
exploratory phase with a focus on data gathering to identify customer needs and wants, and
tgbestiomy WMilcka t i f
is associated with the idea generation phase, aims to utilise the gathered information to
generate multiple, potential solutions (Liedtka, 2015:927). In the quest.i
0 What wo fifnalspbase ohprotmtyping and testing, twith thte h e

objective to select a solution or several solutions, and shape these into early prototypes for

formulate a problem hypothesis (Liedtka, 2015:927).Second | vy,

turn,
wows o6, and
testing and implementation (Liedtka, 2015:927). Even though practitioners and scholars
may differ in their terminology and description of the design thinking process, all accounts
underscore the human-centred, collaborative, experiential, and iterative phases, of problem
exploration, idea generation, and prototyping and testing (Carlborg et al., 2014:386;
Carlgren et al., 2016b:38; Clark & Smith, 2008:10; Cross, 1982:226; Cross, 2001:55;
Dell'Era et al., 2020:335; Dougherty, 2004:46; Dunne & Martin, 2006:518; Elsbach &
Stigliani, 2018:2291; Enz, 2012:187; Glen et al., 2015:182; Goldsby, Kuratko, Marvel &
Nelson, 2017:481; Holloway, 2009:51; Jian & Wang, 2013:27; Liedtka, 2015:927; Love et
al.,, 2010:987; Micheli et al., 2019:131; Nakata & Hwang, 2020:125; Salunke et al.,
2011:1253; Seidel & Fixson, 2013:19; Sjodin et al., 2020:489; Toivonen & Tuominen,
2009:893). These design models and process phases are illustrated in Table 14 (p. 105).

Table 14: Design thinking models and process phases
IDEO Continuum Stanford Rotman Darden
Phase A global design | A global design Design Business Business
company company School School School
1. Problem o Discover deep Empathise and . -
exploration Inspiration insights define Empathise What is”
2. |dea . Ideation Create Ideate Ideate What if?
generation
3. Prototyping . Prototype, test, Prototype and Prototype and What wows?
and testing Implementation and deploy test experiment What works?

Source: Adapted from Liedtka (2015:928).

As noted, the three process phases of problem exploration, idea generation, and prototyping
and testing, as detailed above, are best portrayed by the four-question approach and
framework proposed by Liedtka (2015:928), as illustrated in Figure 21 (on p. 106). This is

attributed to the fact, that it not only incorporates the different process phases and related
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guestions, but also the associated design thinking tools and methods utilised. Together, the
process phases, questions, tools and methods, afford a more structured approach for

problem-solving, innovation, and value creation.

Figure 21: The problem-solving process of design thinking
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Concept development

Assembling innovative elements into a coherent
alternative solution that can be explored and
evaluated

Assumption testing
Isolating and testing the key assumptions that will
drive the success or failure of a concept

Rapid prototyping
Expressing a new concept in a tangible form for
exploration, testing, and refinement

Customer co-creation
Enrolling customers to participate in creating the
solution that best meets their needs

Learning launch

Creating an affordable experiment that lets customers

experience the new solution over an extended period

of time, to test key assumptions with market data

Source: Adapted from Liedtka (2014:41).

As shown in Figure 21, the design thinking process initiates with an explorative phase,

whereby insights are utilised to formulate a problem hypothesis, as well as preliminary
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design criteria for potential service solutions (Beckman, 2020:146; Beckman & Barry,
2007:36; Brown, 2008:4; Brown & Wyatt, 2010:33; Buchanan, 1992:18; Carlgren et al.,
2016b:38; Dorst, 2010:133; Glen et al., 2015:182; Goldsby et al., 2017:481; Gruber et al.,
2015:1; Holloway, 2009:51; Kolko, 2010:22; Kolko, 2015:5; Liedtka, 2014:40; Liedtka,
2015:929; Nakata & Hwang, 2020:122; Owen, 2007:24; Prud’homme van Reine, 2017:65;
Razzouk & Shute, 2012:330; Shapira et al., 2017:285; Tschimmel, 2012:17; Wrigley et al.,
2020:128; Zheng, 2018:741). In turn, the problem exploration phase, is followed by an idea
generation phase in which multiple, alternative possibilities are generated, assembled,
explored, and evaluated (Beckman, 2020:146; Carlgren et al., 2016a:346; Cooper,
Junginger & Lockwood, 2009:48; Efeoglu, Mgller, Sérié & Boer, 2013:242; Glen et al.,
2015:187; Liedtka, 2015:928; Mueller & Thoring, 2012:158; Nakata & Hwang, 2020:122;
Pande & Bharathi, 2020:6; Seidel & Fixson, 2013:21; Wrigley et al., 2020:128; Zupan &
Nabergoj, 2012:528). Following the idea generation phase, the final phase, comprising of
prototyping and testing, is employed to express the new or renewed idea concept in a
tangible form. This is done in order to further explore, test, refine, and, ultimately, launch the
solution or solutions, which, in turn, initiates the process of problem and solution design for
innovation and co-created value creation (Beckman & Barry, 2007:43; Brown, 2008:3;
Brown & Wyatt, 2010:35; Buchanan, 2001:20; Carlgren et al., 2016a:354; Carlgren et al.,
2016b:38; Clark & Smith, 2008:10; Dunne & Martin, 2006:518; Elsbach & Stigliani,
2018:2284; Glen et al., 2015:182; Goldsby et al., 2017:481; Gruber et al., 2015:1; Holloway,
2009:51; Kolko, 2015:5; Liedtka, 2011:18; Liedtka, 2014:41; Liedtka, 2015:927; Micheli et
al., 2019:131; Mueller & Thoring, 2012:154; Razzouk & Shute, 2012:343; Seidel & Fixson,
2013:19; Tschimmel, 2012:19; Wrigley et al., 2020:128).

4.6 CONCLUSION

John Allen Pauloss ai d: AUncertainty is the only <c
with insecurity i(Raulos, H#45).0The @esigaeeyd ways df kndwing,
thinking, and acting affords a methodology to address the quoted uncertainty and insecurity,
which confronts designers or innovators in a contemporary problem environment, and a
future reality of 6 w hraught-to-b e Bhis human-centred methodology offers a more suitable
way to address the problems and purposes of the present, while contributing to the creation

and maintenance of the artificial, or human-made, world (Buchanan, 1992:14; Cross,
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2001:54; Dell'Era et al., 2020:335; Nakata & Hwang, 2020:125; Sarasvathy, 2021:6; Simon,
1980:33).

The design thinking methodology of human-centredness, collaboration, experimentation,
and iteration point towards a coinciding modality of impossibilities and possibilities
(Beckman, 2020:148; Buchanan, 1992:20; Cross, 2001:55; Gadrey et al., 1995:8; Nakata &
Hwang, 2020:118). That is to say: the impossibility of rigid boundaries between design, the
arts, and sciences, and that of interacting open systems; the impossibility of relying on any
one of the natural, social, or humanistic sciences towards a single, hypothetically-optimum
solution for the ill-structured or ill-defined; the possibilities enabled by human imagination,
action, and decision-making; and the possibilities supported by designdé £onception and
planning of the artificial (Kerr & Coviello, 2019:389; Maine et al., 2015:67; Simon, 1980:43;
Welter & Kim, 2018:112).

The essential agent for problem and solution design, synthesised goal-formulation, and
value creation is the effectual actor, the designer, the innovator. Although, design,
effectuation, and service-dominant logic recognise all social and economic actors as
effectual agents, co-designers, and innovators for value creation. It is the employees and
leadership of the service firm who take control of an uncertain environment; who leverage
contingencies as opportunities for innovation; who employ available means; who build and
maintain partnership networks and customer relationships; and who understand the needs
and wants of the customer as the ultimate evaluator of services and service. It is the
employees and leaders of the firm who present with an ability to understand wicked
problems contextually and holistically; who perceive customer needs and wants
empathetically; who integrate diverse perspectives; and who apply a balanced logic for

iterative creativity, decision-making, and innovation.

| n pursuit of t h both effe¢tuatobly theory pnd rthe adesgn thinking
methodology enable a more comprehensive, systematic, and social approach for service
innovation and its related complexities. In particular, the effectual principles and process for
decision-making under conditions of uncertainty offered by effectuation theory. Along with
the human-centred approach and phased process of problem exploration, idea generation,

prototyping and testing, put forward by the design thinking methodology. Given the human-
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centred approach of this methodology, it affords an account of the core attributes, design
tools, and methods necessary for the employees and leaders of service firms who aspire to
create solutions that are desirable to customers, technically feasible, and financially viable.

The academic insights of effectuation theory and the design thinking methodology, in
support of the service innovation literature and the conceptual framework proposed, are
further investigated alongside service innovation practitioners. These investigative
engagement activities, are facilitated with the use of a qualitative research design and semi-
structured interviews as the data collection method. A detailed account of the research
methodology is provided in the following chapter.
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5.1 INTRODUCTION

The purpose of this study is to investigate and better understand how service innovation
could be more comprehensive, systematic, and focused on the customer and employee
resources of the service firm. Hitherto, the limitations in the extant literature and the gap
identified in the body of knowledge were explored and investigated from a theoretical point
of view, in particular, the literature pertaining to service innovation, effectuation theory, and
the design thinking methodology. Ensuing from the literature analysis, a preliminary,
conceptual framework for service innovation was proposed, and explicated, in terms of the
principles and processes offered by the theory of effectuation and the design thinking
methodology. Even though the proposed framework offered an initial frame of reference,
and so, a structured approach to explore and investigate the expounding subject matters of
service innovation, effectuation, and design, the complexities associated with service
innovation for value creation required further investigation. As such, real-world insights were
attained, by engaging with innovation practitioners of leading service firms in South Africa.
The methodology employed for these engagements, in pursuit of a more comprehensive
and structured framework for service innovation, is detailed in the following sections of this

chapter.

5.2 RESEARCH PARADIGM

The researche r pasadigm, along with the literature reviewed and analysed, informed the
methodology for this study. A research paradigm contains important beliefs, worldviews, and
fundamental assumptions, concerning the nature of phenomena, the nature of knowledge
about those phenomena, and the nature of ways to study those phenomena (Bell, Bryman
& Harley, 2019:34; Gioia & Pitre, 1990:585; Kuhn, 1970:43). Accordingly, a patrticular
research paradigm denotes what should be studied, how it should be studied, and how
studies should be interpreted (Bell et al., 2019:34; Cho & Lee, 2014:15; Guba & Lincoln,
1994:105; Mackenzie & Knipe, 2006:2; Saunders & Lewis, 2012:104). Guba and Lincoln

(1994:105), who define a research paradigmas: it he basi c belief syste

guides the investigator, not only in choices of method but in ontologically and
episte mol ogi cal |y f u ndisttnguesin beaneen foar yoseoarching research

paradigms. These consist of the positivism, post-positivism, critical theory, and
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constructivism paradigms (Guba & Lincoln, 1994:109). The specified paradigms are guided
bythei nvesti gat or,assdthesrespectiveaesdarehfpssitions taken, in terms
of ontology, epistemology, and methodology, as detailed in Table 15 (p. 112) (Bell et al.,
2019:26; Guba & Lincoln, 1994:108).

Table 15: Basic beliefs of alternative research paradigms

Item Positivism Post-positivism Critical theory Constructivism

Naive realism Critical Realism Historical realism Relativism

> - ; - . . -

2 6 R e radlitg and 0 R eradlity, but only a Virtual reality shaped by Specific constructed

° a true state of probable and imperfect social, political, cultural, realities, that is, multiple

S affairs state of affairs economic, ethnic, and realities exist

gender values, formed over
time

= Dualist or Modified dualist or Transactional or Transactional or

S objectivist objectivist subjectivist subjectivist

S

[ - . . _— .

o Findings are true Findings are probably Value-mediated findings Created findings

S true
Experimental or Modified experimental or | Dialogue or dialectical, for Hermeneutical
manipulative manipulative structural insights reconstructions

>

(@]

L Verification of Non-falsified Historical revisions, More informed

E hypotheses hypotheses generalised by similarity constructions

% Primarily May include qualitative Mainly qualitative methods Mainly qualitative
guantitative methods methods
methods

Source: Adapted from Guba and Lincoln (1994:109).

The ontological, epistemological, and methodological research positions are sequential and
interconnected (Bell et al., 2019:26). As such, the theorised beliefs and understandings of
the nature of reality, and so, what it means for something to exist (i.e., the ontological
position), directs the particular conception concerning the nature of knowledge (i.e., the
epistemological position), and as a result, the appropriate strategy for knowledge creation
and interpretation, that is, the methodological research position (Bell et al., 2019:26; Gelo,
Braakmann & Benetka, 2008:268; Guba & Lincoln, 1994:108; Yilmaz, 2013:314). This study

is underpinned by the belief system of constructivism.

In order to explicate the beliefs, worldviews, and fundamental assumptions of this particular
paradigm, three paradigmatic questions are considered and explained (Guba & Lincoln,

1994:108):
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1. The ontological question: What is the form and nature of reality, and so, what is there
that can be known about it?

2. The epistemological question: What is the nature of the relationship between the

knower or would-be knower, and what can be known?

3. The methodological question: How can the investigator (i.e., the would-be knower) go

about finding out what he or she believes can be known?

The ontological question, or the form and nature of reality, is best explained by considering
the scientific frame of the topic investigated for this study (Bell et al., 2019:4; Bhattacherjee,
2012:1; Lincoln & Guba, 2000:179; Mackenzie & Knipe, 2006:11; Pande & Bharathi,
2020:4). Given that this study is concerned with investigating service innovation, which is
academically situated within the realm of business research and the social sciences, reality
is considered in its social form, whereby multiple realities are constructed and reconstructed
among human actors (Bell et al., 2019:4; Bhattacherjee, 2012:1; Buchanan, 1992:17; Cho
& Lee, 2014:15; Cross, 1982:221; Gelo et al., 2008:268; Lincoln & Guba, 2000:179; Rittel &
Webber, 1973:160; Sarasvathy, 2001:249; Yilmaz, 2013:314). Accordingly, the nature of
reality is relative to the multiple meanings, purposes, and understandings human actors
attach to phenomena, and thus, considered as an evolving, diverse, and subjective state of
affairs (Avenier, 2010:1231; Bell et al., 2019:27; Gelo et al., 2008:268; Guba & Lincoln,
1994:111; Lincoln & Guba, 2000:167; Mackenzie & Knipe, 2006:4; Peters, Pressey,
Vanharanta & Johnston, 2013:344; Price & Reus-Smit, 1998:261; Schwandt, 1998:243;
Yilmaz, 2013:314).

The nature of knowledge, then, is situated in the belief that knowledge is constructed and
reconstructed by human experiences, intellects, and interactions (Bell et al., 2019:29; Floridi,
2017:516; Gelo et al., 2008:269; Guba & Lincoln, 1994:112; Lincoln & Guba, 2000:176;
Mackenzie & Knipe, 2006:4; Peters et al., 2013:344; Schwandt, 1998:239; Yilmaz,
2013:314). This implies, that knowledge is created by the interactions of those in the know,
and those seeking to knowd in other words, the research participants and the investigator
of the research inquiry (Arend et al., 2015:632; Bell et al., 2019:26; Buchanan, 1992:15; Cho
& Lee, 2014:15; Cross, 1982:224; Gelo et al., 2008:272; Guba & Lincoln, 1994:112; Lincoln
& Guba, 2000:181; Lusch & Nambisan, 2015:171; Price & Reus-Smit, 1998:267; Rittel &
Webber, 1973:161; Sarasvathy, 2001:262; Sarasvathy & Dew, 2005:556; Vargo & Lusch,
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2008a:258; Yilmaz, 2013:314; Zhang & Van Burg, 2019:6). As such, the investigator is
regarded as both a facilitator, and participant of knowledge creation and accumulation (Bell
et al., 2019:26; Guba & Lincoln, 1994:112; Lincoln & Guba, 2000:181; Price & Reus-Smit,
1998:267; Yilmaz, 2013:314). In this regard, knowledge accumulation is dependent on the
initial understandings of the subject matter, held by the investigator and the research
participants, as well as the interactive reconstruction thereof, as individual views are collated
around mutual understandings and consensus (Avenier, 2010:1231; Bell et al., 2019:29;
Cho & Lee, 2014:15; Gelo et al., 2008:272; Guba & Lincoln, 1994:112; Mackenzie & Knipe,
2006:4; Pande & Bharathi, 2020:4; Peters et al., 2013:344; Schwandt, 1998:239).

Following the constructivist beliefs regarding ontology and epistemology, only a more
informed state of affairs can be achieved, as opposed to research findings that are directed
towards a hypothetically-optimum answer to research questionsd that is, research findings
that are true, precise, and conclusive (Bell et al., 2019:35; Kerr & Coviello, 2019:389; Reuber
et al., 2016:538; Welter & Kim, 2018:112). Accordingly, the most fitting methodology is an
investigative research stance, accompanied by a qualitative research design to achieve
knowledge reconstructions, and, thus, a more informed reality and state of affairs (Bell et
al., 2019:35; Guba & Lincoln, 1994:108; Gustafsson et al., 2020:114; Mayer, 2015:53;
Pande & Bharathi, 2020:4; Park & Park, 2016:4; Saunders & Lewis, 2012:110).

5.3 RESEARCH DESIGN

The qualitative research design proved to be well-suited for the investigative purposes of
this study, seeing that it provided for a more in-depth understanding, contextualisation, and
introspection of service innovation. In essence, information that is more comprehensive,
systematic, and focused on the customer and employee resources of the firm (Boddy,
2016:430; Gelo et al., 2008:268; Mayer, 2015:53; Park & Park, 2016:4; Wolgemuth, Erdil-
Moody, Opsal, Cross, Kaanta, Dickmann & Colomer, 2015:358; Yilmaz, 2013:314). In
support of the investigative, qualitative research design, both inductive and deductive
reasoning were employed. In particular, the use of inductive reasoning for the review and
analysis of the literature, and deductive reasoning for the analysis of the interview data
collected by way of semi-structured interviews. The inductive literature analysis already

offered something novel, with a new layer being added to existing theory. This contribution
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to existing theory, specifically, the synthesised literature foundation and conceptual
framework offered, supported further investigation. In addition, the contribution made,
enabled the directed investigative approach followed, and supported the employment of
deductive reasoning to analyse the interview data collected in a detailed manner.
Accordingly, the deductive approach was fitting, as the study aimed to answer specific
research questions, employed a pre-existent coding frame derived from the literature
analysis, and was analysis-driven rather than data-driven (Bell et al., 2019:24; Braun &
Clarke, 2006:83; Cho & Lee, 2014:15; Elo & Kyngas, 2008:113; Hyde, 2000:84; lizuka, Dias,
Boas & Rossetto, 2019:13; Saunders & Lewis, 2012:108). Moreover, the use of semi-
structured interviews was suitable, given that: interview questions could be altered or
rearranged, dependent on the specific discussion undertaken, and thus, allowed for a
flexible method in which data could be collected; it incorporated both open-ended and
probing questions, towards the reconstruction of existent knowledge and new knowledge
creation; and allowed for participants to add comments, and share their views freely, based
upon their personal knowledge, experiences, and perceptions (Bell et al., 2019:436; Cho &
Lee, 2014:15; Park & Park, 2016:4; Qu & Dumay, 2011:246; Saunders & Lewis, 2012:151).

5.4 SAMPLING

5.4.1 Population

Developing or emerging economies, such as South Africa, have demonstrated the capability
to create new and improved services and service with the ability to compete internationally,
irrespective of social and economic challenges (Barrett et al., 2015:136; Bruton et al.,
2008:1; Kiss et al., 2012:266). Compared to developed economies, emerging economies
are considered to be fundamentally different, in respect to economic, institutional, and social
structures. As such, it affords scholars the opportunity to expand the extant literature beyond
the predominant contexts of developed economies. Given the contextual significance of
emerging economies, along with the limited research thereof, the target population for this

study, was service firms with operations in South Africa.
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5.4.2 Units of analysis

In terms of this study, a distinction was made between the units of analysis and the units of
observation (Bell et al.,, 2019:71; Cho & Lee, 2014:15; Jansen, 2010:5; Polkinghorne,
2005:139). The units of observation were determined by the data collection method, that is,

the semi-structured interviews utilised, whereas the units of analysis were based on the

research questions of the study. In particular, the units of observation signifyt he 0

which were observed and interacted with as a means to learn more about the units of
analysis. Accordingly, the units of analysis speak of the 6 e n t tich wesebanalysed in
answer to the research questions. For this study, the units of observation included innovation
practitioners of leading service firms in South Africa, with analysis performed at the level of

each firmd constituting the units of analysis.

54.3 Sampling method

A non-probability sampling method was employed for the research study, owing to the
inaccessibility of a complete population list (Bell et al., 2019:183; Saunders & Lewis,
2012:134). As such, the probability of selecting a specific research participant was not
known (Bell et al., 2019:183; Gelo et al., 2008:275; Saunders & Lewis, 2012:134). Even
though this sampling method may be viewed as subjective in nature, it is still regarded as a
valuable means to collect data, especially in instances where the research does not intend
to construct generalisations relating to the entire population, as was the case for this study
(Bell et al., 2019:389; Elo & Kyngas, 2008:113; Etikan, Musa & Alkassim, 2016:1; Hyde,
2000:84).

A purposive sampling technique, a type of non-probability sampling, was utilised (Etikan et
al., 2016:2; Gelo et al., 2008:275; Saunders & Lewis, 2012:138). The purposive sampling,
incorporated leading service firms in the private sector within four prominent branches of
industry: business consulting services; education services; financial services; and
technology, media, and telecommunication services. These branches of industry were
selected based on their contribution to national economic output and growth, as well as their
competitiveness with respect to global marketsd as attained from various industry and

country reports. Research participants were selected based on the collective competencies
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of the firm, along with their individual knowledge and skill sets (Bell et al., 2019:389; Etikan
et al., 2016:2; Gelo et al., 2008:275; Robinson, 2014:32; Saunders & Lewis, 2012:138). The
selection of competent research participants, encompassed an in-depth examination of
integrated firm reports, data retrieved from internet sources, such as professional networking
platforms,aswel | as the researcher 6s o Wwmmparticulag seivieed ge a
firms were examined and selected based on the following key indicators: (1) purpose, vision,
and strategy; (2) history, values, structure, business model, culture and leadership; (3)
positioning, delivering, and rewarding for value creation; (4) stakeholder engagement,
empowerment, commitment, and sustainability; (5) innovation, investment, financial
performance, risks and opportunities; and (6) benchmarking quality, achievements, and
awards. Given the measures taken for the purposive sampling, the selected firms were
considered as market leaders, and chosen interviewees as conversant with the subject
matter of service innovation and value creation. This allowed for meaningful data collection,
the reconstruction of existing knowledge, and the creation of new knowledge (Bell et al.,
2019:389; Etikan et al., 2016:2; Gelo et al., 2008:275; Guba & Lincoln, 1994:109; Qu &
Dumay, 2011:246; Robinson, 2014:32; Saunders & Lewis, 2012:138).

5.4.4 Sample size

In qualitative research, the sample size is context-dependent and is likely to differ from one
research setting to another (Bell et al., 2019:397; Boddy, 2016:426). As such, the sample
size was not predetermined, but rather founded on the principle of data saturation (Mason,
2010:14). Data saturation refers to a state where the collection of data delivers no additional
insights, dimensions, or theoretical categories, in answer to the research questions and the
overall purpose of the study (Bell et al., 2019:397; Boddy, 2016:426; Fusch & Ness,
2015:1408; Guest, Bunce & Johnson, 2006:59; Mason, 2010:14). For this study, data
saturation was reached after the 22" interview. In turn, two additional interviews were
conducted and included in this study to confirm the fulfilment of data saturation, and so,

concluded the data collection process.

The particulars of the interviews and sampled participants, are detailed in Table 16 (p. 119),
Table 17 (p. 120), and Table 18 (p. 121). For the purposes of confidentiality, individual

identifiers of the sampled participants, specifically, the names of the service firms, and the

-117 -



names of the individuals interviewed, are omitted. Accordingly, the participants are referred

to with the use of an alias name, and/or the denotation of that alias name, as shown in Table

16 below. In addition, Table 17 (p. 120) contains the demographics of the service firm,
including: the branch of industry in which it operates; whether the firm is listed on a stock
exchange or not; the founding year of the firm; the number of individuals employed by the

firm; and the annual revenue of the firm, denominated in thousands of South African Rand.

The service firm demographics is followed by the demographics of the interviewed
participants, as set out in Table 18 (p. 121). These demographics include: the age group of

the interviewed participant; the gender ofthe i ndi vi dual ; the 1 ndivid
the individual compl eted an undergraduate or
position held at the service firm; and the number of years the individual served in that

particular position.
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Table 16: Number of interviews and participant alias

Number of interviews Participant alias Alias denotation
Interview 1 Alpha J
Interview 2 Beta (04]
Interview 3 Gamma a
Interview 4 Delta (0]
Interview 5 Epsilon A
Interview 6 Zeta C
Interview 7 Eta ¢
Interview 8 Theta U
Interview 9 lota t
Interview 10 Kappa ¥
Interview 11 Lambda S
Interview 12 Mu Z
Interview 13 Nu ?
Interview 14 Xi ?
Interview 15 Omicron B
Interview 16 Pi g
Interview 17 Rho A\
Interview 18 Sigma 72
Interview 19 Tau @
Interview 20 Upsilon 3
Interview 21 Phi a
Interview 22 Chi {
Interview 23 Psi q
Interview 24 Omega a

Source: Compiled by author.
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Table 17:  Service firm demographics

Participant | Branchof | giiinge | Foundingyear | Mmberol | Slo,
listed (R'000)
J Consulting No 2019 < 1,000 < 10,000
d Consulting No 1845 > 10,000 > 100,000
a Consulting No 2019 < 1,000 < 10,000
(0¢] Technology No 2013 < 1,000 > 100,000
A Technology No 2006 < 1,000 10,0007 50,000
C Education No 2016 < 1,000 > 100,000
¢ Technology No 2016 < 1,000 > 100,000
U Consulting No 2012 < 1,000 < 10,000
t Education No 2015 < 1,000 10,000i 50,000
x Financial Yes 1966 > 10,000 > 100,000
S Consulting No 1987 > 10,000 > 100,000
Z Consulting No 1998 > 10,000 > 100,000
? Technology Yes 1983 > 10,000 > 100,000
? Technology Yes 1981 > 10,000 > 100,000
B Financial Yes 1838 > 10,000 > 100,000
g Education Yes 1978 5,0017 10,000 10,0007 50,000
N Technology No 2013 < 1,000 50,0011 100,000
72 Education No 1999 < 1,000 50,0011 100,000
¢ Financial Yes 1992 5,0017 10,000 > 100,000
3 Financial No 1998 1,000i 5,000 > 100,000
a Education No 1997 < 1,000 > 100,000
i Education No 2011 < 1,000 10,000i 50,000
q Financial No 2018 < 1,000 < 10,000
q Financial Yes 1974 > 10,000 > 100,000

Source: Compiled by author.
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Table 18:

Interviewee demographics

Participant A - . Current Tenure at
: ge group Gender Ethnicity Education . current
alias position b
position
J 217 30 years Male African Postgraduate Managing Director < 1year
b 21i 30 years | Male White Postgraduate | Nafader Sere | < 1year
a 311 40 years Male Indian Postgraduate Director 1i 5 years
® 317 40 years Female White Postgraduate Group: HR Executive | 115 years
K 31i40years | Male White Postgraduate | Sofounderand > 10 years
C 317 40 years Female White Postgraduate Chief Product Officer | 115 years
¢ 41i50 years | Male White Postgraduate [ St Execute 1i 5 years
- . Consultant: Change
U 317 40 years Male African Postgraduate g““ Transformation | 11 5 years
upport
£ 31i 40 years | Male White Undergraduate | gotouneersnd | 6i 10 years
7 31i40years | Male White Postgraduate | Eectvetiead | 95 years
s 41i50 years | Male White Postgraduate | Speroperatng > 10 years
Lead: HR
2 51i 60 years | Male White Postgraduate | Teonoedyand 6i 10 years
Culture
. . Senior Commercial .
? 311 40 years Male White Postgraduate _l\rllan?ger: Southeast | 17 5 years
erritory
2 31i40years | Male White Postgraduate | Drecior Afficaand | 5 10 years
B 4171 50 years Female African Postgraduate Head: Operations 17 5 years
o] 517 60 years Male White Postgraduate Managing Director > 10 years
A 31i 40 years | Male White Postgraduate | goroundersnd | 6i 10 years
E 41750 years | Female White Postgraduate | & fieiame o0 | <1year
i 50 years emale ite ndergraduate | S : i5 years
41150 y Femal Whit Undergraduate | Spef Oerating 1i5y
3 41i50 years | Male White Undergraduate | g™ > 10 years
a 3li40years | Female Indian Postgraduate | Syerence pirector | < 1 Ye&r
i 517 60 years Male White Postgraduate Managing Director 61 10 years
q 31i40years | Male Indian Postgraduate | Sotounderand 1i 5 years
i Learning and
q 31i 40 years Female African Postgraduate aevempmem < 1year
anager

Source: Compiled by author.
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5.5 DATA COLLECTION AND ANALYSIS

55.1 Data gathering process

Priort o t he coll ection of data, ethical <clearanc
research ethics committee (refer to Appendix A on p. 187). The ethics approval included a
declaration that the research will be done in accordance with all relevant policies and
practices of the University. In particular, policies concerning plagiarism, as well as ethical
practices and existing laws pertaining to the inclusion of human participants in research

studies. It was further declared that the identity of human participants will be kept
confidential, participation is voluntary, participants may withdraw from the research study at

any time and without penalty, and participants have the right to ask questions about the

study, and have access to their data.

The data gathering process entailed 24 semi-structured interviews, completed within a
specific time period to represent a cross-sectional research design (Bell et al., 2019:59; Park
& Park, 2016:4; Saunders & Lewis, 2012:123). The process initiated with two pilot interviews
to ensure that the interview questions are thoroughly understood by the interviewees, are
not leading, and are adequate to deliver the data required in answer to thiss t u deséach
guestions and its overall purpose (Bell et al.,, 2019:440; Saunders & Lewis, 2012:157).
Furthermore, careful consideration was giventot he i ntervi ewer s appe
remarks, the approach taken to questioning, and t he researcherdds beh
these interviews and those that followed (Bell et al., 2019:215; Qu & Dumay, 2011:247;
Saunders & Lewis, 2012:153). Given that these interviews proved to be adequate, the two

pilot interviews were included in the final research sample.

The sampled interviewees were invited to participate in the study with the use of electronic
correspondence. In addition, this digital form of communication and information exchange
served as a means to introduce the researcher, to provide details about the purpose of the
research study, and to explain how the researcher intends to use the data collected (Bell et
al., 2019:216; Saunders & Lewis, 2012:160). The electronic correspondence also included
a letter of informed consent, which was required prior to each interview. The letter of
introduction and informed consent, distributed to the sampled participants, is included in
Appendix B (p. 189).
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The interviews were scheduled at a date and time most convenient to the particular
interviewee (Bell et al., 2019:215). Owing to the COVID-19 pandemic, the associated
lockdown regulations, and the related health and safety requirements at the time, the
intended in-person interviews were substituted with online interviews. The online interviews
were carried out with the use of the Google Meet platform, which allowed for audiovisual
interactions and engagements with the interviewees. This particular online platform was
utilised, given that it is supported by the University of Pretoria and, therefore, enabled the
researcher to have access to all the necessary functions required for adequate and

meaningful data collection.

An interview guide was compiled to enable a more focused discussion and served as the
measurement instrument for the data collected during the semi-structured interviews
(Saunders & Lewis, 2012:153). The interview guide (refer to Appendix C, p. 193), contained
both open-ended and specific, probing questions, along with preliminary themes attained
from the literature analysis (Bell et al., 2019:436; Cho & Lee, 2014:15; Hsieh & Shannon,
2005:1286; Hyde, 2000:88; Park & Park, 2016:4; Qu & Dumay, 2011:246; Saunders &
Lewis, 2012:151). As detailed in the interview guide, interviews commenced with a formal
introduction, followed by a short description of the research purpose, questions in terms of
demographics, and, finally, the research specific questions (Saunders & Lewis, 2012:161).
Even though interview times varied, the time taken to complete each interview, was
approximately one hour. With the permission of each participant, audiovisual recordings
were made, and detailed notes were taken, which were utilsed in conjuction with the

transcribed recordings for the purposes of data analysis.

5.5.2 Data analysis approach

The detailed notes taken, along with the transcribed interview recordings, were investigated
with the use of thematic analysis, defined as: i a me t hidedtifyifigoanalysing, and
reporting patterns (themes) within datao (Braun & Clarke, 2006:79). This particular method
was selected given the flexibility, utility, and rigour it offers in terms of qualitative data
analysis (Braun & Clarke, 2006:97; Fereday & Muir-Cochrane, 2006:91; Gelo et al.,
2008:276; Nowell, Norris, White & Moules, 2017:4). In principle, thematic analysis is

independent of theory and epistemology, and, as such, affords a flexible and useful account
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of data, in a rich, detailed, and multifaceted manner (Braun & Clarke, 2006:78). Accordingly,
this method accentuates differences and similarities across a data set, allows for the
generation of unanticipated insights, encapsulates key data features, and affords rich data
descriptions (Braun & Clarke, 2006:97). The six phases of the thematic analysis process

employed for this study are detailed in Table 19 (p. 124).

Table 19: The process phases of thematic analysis

Process phase Process description

Read and re-read transcribed data and notes taken.

1. Familiarisation with the data Record initial ideas and potential connotations to the

s t u desdarch questions.

Code and collate data systematically, across the entire
data set, using predetermined codes and coding

2 Code and collate data into coding categories categories derived from the literature analysis.

Include additional codes and coding categories to the
predetermined coding frame.

Collate the predetermined and additional coding

3. Collate coding categories into themes categories into the preliminary themes identified.

Assess whether themes work in relation to the coded
4, Review the identified themes extracts, and the entire data set, and generate a thematic
6mapdé of the analysis.

Employ continuous analysis to refine the specifics and

5. Refine and label the themes the overall narrative of each theme.

Generate clear definitions and labels for each theme.

Select vivid and compelling extract examples for final
6. Produce the report analysis and relate these back to the research questions
and pertinent literature to produce the research report.

Source: Adapted from Braun and Clarke (2006:87).

As noted above, the thematic process encompassed a predetermined coding frame for data
analysis. The coding frame, derived from the literature analysis with reference to service
innovation, effectuation theory, and the design thinking methodology, is presented in Table
20 (p. 125). The data coding frame incorporatest hi s st udyds research
corresponding research themes which guided the study. The research themes: service
innovation as systematic; as focused on customers; and as focused on the employees of
the service firm are further detailed, to show the relevant categories, sub-categories, codes,

and definitions associated with each of the respective themes.
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Table 20:

The coding frame for data analysis

Tangibility principle

Prototypes and
artefacts make ideas
vivid and real

Themes Categories Sub-categories Definitions Codes
Available means; knowledge
= Frame Reality/support Contextually |nform_|ng epr0|tat|qn e.m_d exploration; .
c and resource enabling partnerships; risk and reward;
o 2 uncertainty
= a
2 &
£ Resource integration Problem exploration; idea generation;
= Function Development process of problem- rototvbin gn d testiln 9 '
8 & setting and solving prototyping 9
S
Q > . . .
n o . . Desirable, feasible, and viable
< Forms Solutions Service archltectqr_e solutions; contextual value; use value;
and value proposition o ; ' '
experiential value; exchange value
Service solutions Adaptive to market changes; customer
Commitment satisfy customer needs | commitment, involvement and
and wants relationships; value alignment
Z) . .
c o Service solutions are
-% g Availability congruent with Resource synergy
> available resources
23
[ .
ualit .
'E 5 ° ’ A compelling reason Business/innovation communicability;
23 Simplicit and understandable desired benefit; service y’d €
% S phicity rationale for solutions urpose and m’otivation
n = offered purp
<
- The firm remains open Information sharing; operational
Explicitness and transparent in its
. . transparency
activities and dealings
Co-creation; cross-functional teams;
customer experience, participation,
L . perspective; empathy; employee
Human principle Design is so cial and empowerment and motivation; gestalt
contextual in nature L o . )
view; human values; innovation culture;
interdisciplinary collaboration; sharing
ideas; social activities
" Abductive reasoning; visualisation;
c 3 Ambiguity is inevitablei | brainstorming; exploration and
-f:’ E‘ conceive, plan, and evaluation of alternatives; iteration and
Sa Ambiguity principle | design, within the experimentation; journey/mind
2 % incipl context of wicked mapping; tolerance of ambiguity and
£< Principles problems failure; trial-and-error learning; value
8, chain analysis
29
&3
n z Affordable experiment; concept

development; design criteria;
knowledge exploration and exploitation;
pattern synthesis; rapid prototyping;
testing assumptions

Redesign principle

All design is redesigni
a cyclical and iterative
process

Creativity and innovation; iterative
process; learning launch; market data;
open mindset; problem-solving for
innovation; refinement

Source: Compiled by author.
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In addition to the data coding frame presented above, the thematic analysis process was
facilitated with the use of specialised, qualitative data analysis software (Braun & Clarke,
2006:89; Saunders & Lewis, 2012:187). The software utilised, enabled data coding,
collating, refining, and the continuous examination thereof to analyse data in a meaningful
and holistic manner, and detect data saturation (Bell et al., 2019:397; Boddy, 2016:426;
Braun & Clarke, 2006:87; Cho & Lee, 2014:15; Fusch & Ness, 2015:1408; Gelo et al.,
2008:268; Guest et al., 2006:59; Mason, 2010:14).

5.6 TRUSTWORTHINESS

A final, important issue of research methodology is that of trustworthiness (Bell et al.,
2019:48; Gelo et al., 2008:273; Hsieh & Shannon, 2005:1286; Lincoln & Guba, 1986:77;
Miles & Huberman, 1994:277; Yilmaz, 2013:316). Given that qualitative and quantitative
research studies are significantly different, with reference to ontology, epistemology, and
theoretical assumptions, qualitative research should be evaluated on its own merits (Bell et
al., 2019:48; Gelo et al., 2008:272; Hsieh & Shannon, 2005:1286; Lincoln & Guba, 1986:77;
Miles & Huberman, 1994:277; Yilmaz, 2013:319). Accordingly, an alternative set of
gualitative evaluation criteria, compared to that of quantitative studies, was employed for

this study, as presented in Table 21 (p. 126).

Table 21:  Alternative evaluation criteria for qualitative studies

Aspect Quantitative criteria Qualitative criteria
Truth value Internal validity Credibility
Applicability External validity and generalisability Transferability
Consistency Reliability Dependability
Neutrality Objectivity Confirmability

Source: Adapted from Guba and Lincoln (1994:112); Yilmaz (2013:320).

As shown in Table 21, the trustworthiness criteria of credibility, transferability, dependability,
and confirmability was incorporated for the study to attain greater rigour in its research
findings (Bell et al., 2019:48; Cho & Lee, 2014:15; Fereday & Muir-Cochrane, 2006:91; Gelo
et al., 2008:273; Guba & Lincoln, 1994:112; Hsieh & Shannon, 2005:1286; Lincoln & Guba,
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1986:77; Miles & Huberman, 1994:277; Yilmaz, 2013:320). In essence, the four principles,
or qualitative criteria, for trustworthiness encompass: (1) the credibility of the research
findings, as representative of the data and realities investigated; (2) the transferability of the
findings to other contexts; (3) the dependability of the gathered data over time; and (4) the
degree of neutrality or confirmability of the research results (Bell et al., 2019:48; Gelo et al.,
2008:271; Lincoln & Guba, 1986:77; Miles & Huberman, 1994:277; Yilmaz, 2013:320).
These principles are further detailed below, with the inclusion of strategies and techniques

employed to achieve trustworthy research findings.

5.6.1 Credibility

Within the research paradigm of constructivism, reality is considered in its social form,
whereby multiple realities are constructed and reconstructed among human actors (Bell et
al., 2019:363; Bhattacherjee, 2012:1; Buchanan, 1992:17; Cho & Lee, 2014:15; Cross,
1982:221; Gelo et al., 2008:268; Lincoln & Guba, 2000:179; Rittel & Webber, 1973:160;
Sarasvathy, 2001:249; Yilmaz, 2013:314). Accordingly, the nature of reality is relative to the
multiple meanings, purposes, and understandings human actors attach to phenomena, and
thus, considered as an evolving, diverse, and subjective state of affairs (Avenier, 2010:1231;
Bell et al., 2019:27; Gelo et al., 2008:268; Guba & Lincoln, 1994:111; Lincoln & Guba,
2000:167; Mackenzie & Knipe, 2006:4; Peters et al., 2013:344; Price & Reus-Smit,
1998:261; Schwandt, 1998:243; Yilmaz, 2013:314). Given that several plausible accounts
of reality, based upon human perceptions, might exist, assurance needs to be provided that
the research findings make sense and are representative of the realities investigated, and
of those who participated in the study (Bell et al., 2019:363; Creswell & Miller, 2000:125;
Gelo et al., 2008:273; Miles & Huberman, 1994:278; Yilmaz, 2013:319). In this regard,

several strategies and techniques were employed to afford greater research credibility.

At the outset, rich descriptions of the research problem, purpose, questions, strategy,
significance, and the participants to the study, were provided (Creswell & Miller, 2000:128;
Miles & Huberman, 1994:279; Yilmaz, 2013:319). In doing so, readers have an enhanced
understanding and familiarity of the particular research setting, which provides greater
authenticity in terms of the data collected and analysed, as well as the specific realities
investigated (Creswell & Miller, 2000:129; Gelo et al., 2008:273). Accordingly, the data
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collected were analysed in relation to extant literature, concerning service innovation,
effectuation theory, and the design thinking
enhanced, seeing that theoretical concepts, meanings, and relationships are not viewed in
isolation, but rather, linked to prior pertinent studies (Cho & Lee, 2014:15; Miles &
Huberman, 1994:278; Yilmaz, 2013:319).

Additionally, the researcher sought for both confirming and disconfirming evidence while
employing the predetermined coding frame, to avoid confirmation bias (Hsieh & Shannon,
2005:1286; Hyde, 2000:88; Miles & Huberman, 1994:279; Yilmaz, 2013:322). This balanced
approach, along with the open-ended and probing interview questions, allowed for a more
trustworthy account of the research findings towards the construction of a more informed
reality and current state of affairs (Bell et al., 2019:35; Cho & Lee, 2014:15; Creswell &
Miller, 2000:127; Gelo et al., 2008:269; Guba & Lincoln, 1994:108; Hsieh & Shannon,
2005:1286; Hyde, 2000:84; Lincoln & Guba, 1986:77; Mayer, 2015:53; Park & Park, 2016:4;
Saunders & Lewis, 2012:110; Yilmaz, 2013:314). In establishing a contextual, holistic, and
more informed reality, and so, ensuring that the researcher understands and interprets the
social world in a credible manner, pilot interviews were utilised and member checks
employed (Bell et al.,, 2019:363; Cho & Lee, 2014:15; Gelo et al., 2008:268; Koelsch,
2013:168; Lincoln & Guba, 1986:77; Miles & Huberman, 1994:279; Yilmaz, 2013:314).

5.6.2 Transferability

Even though a qualitative research design postulates that events, processes, situations,
values, perceptions, and human behaviour are unique, context-dependent, and overall non-
generalisable, and so, necessitates that findings are understood and interpreted in terms of
the particular social world being studied, measures can be taken to broaden the research
results (Bell et al., 2019:365; Gelo et al., 2008:268; Polit & Beck, 2010:1451; Shenton,
2004:70; Yilmaz, 2013:317). Accordingly, certain measures or techniques were applied to
facilitate both a contextual understanding of the research findings, as well as the potential
applicability or transferability thereof, to other research settings (Bell et al., 2019:365; Gelo
et al., 2008:268; Hsieh & Shannon, 2005:1286; Polit & Beck, 2010:1451; Shenton, 2004:70;
Yilmaz, 2013:317). The techniques applied towards greater transferability, with reference to

the application of the findings to different contexts of enquiry, are discussed below.
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As was the case with the establishment of research credibility, rich descriptions concerning
the research problem, purpose, questions, strategy, and the contextual relevance of this
study were provided (Creswell & Miller, 2000:128; Miles & Huberman, 1994:279; Yilmaz,
2013:319). Accordingly, readers have an enhanced understanding of the particular research
setting, and, therefore, an improved ability to evaluate the similarities, differences, and
degree of fit, to other research contexts (Elo & Kyngas, 2008:113; Gelo et al., 2008:273;
Graneheim & Lundman, 2004:110; Hyde, 2000:84; Lincoln & Guba, 1986:77; Miles &
Huberman, 1994:279; Polit & Beck, 2010:1453; Shenton, 2004:70; Yilmaz, 2013:314). To
further contribute to t h e reader 0s cont e xt uewdluatian mabilgesst and
research findings were not viewed in isolation, but rather, associated with prior studies of
service innovation, effectuation theory, and the design thinking methodology (Cho & Lee,
2014:15; Lincoln & Guba, 1986:77; Miles & Huberman, 1994:279; Yilmaz, 2013:319).

With the intention of broadening the relevance of the findings to other contexts of enquiry,
along with advancing t h e reader 0s a s s aeddisonaé meéasuresbwetei t i e s
employed. These involved both detailed descriptions of the scope and boundaries of the
study, as well as the purposive manner in which data was gathered and analysed (Fereday
& Muir-Cochrane, 2006:91; Gelo et al.,, 2008:275; Hsieh & Shannon, 2005:1286; Hyde,
2000:84; Miles & Huberman, 1994:279; Yilmaz, 2013:314). In this regard, detailed
descriptions of the context of enquiry shed light on possible expansions and limitations of
the findings, and the potential transferability or generalisability to other research contexts.
In turn, the purposive sampling of participants incorporated the best in industry for
meaningful insights and contributions to the body of knowledge whilst including a diverse
spectrum of individuals. As such, the heterogeneous nature of the sampled participants,
facilitated a broadened perspective in terms of the research findings, as it included
individuals from different walks of life, in different positions of employment, at different
service firms, in various industries, and in different stages of firm maturity (Miles &
Huberman, 1994:279; Polit & Beck, 2010:1454).

5.6.3 Dependability

Research dependability is concerned with a study process that is consistent and reasonably

stable over time, among researchers, and the methods utilised for enquiry (Bell et al.,
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2019:46; Elo & Kyngas, 2008:113; Gelo et al., 2008:273; Hsieh & Shannon, 2005:1286;
Hyde, 2000:84; Miles & Huberman, 1994:278; Yilmaz, 2013:318). In other words, it serves
as a form of quality control to ensure that reasonable care was taken, towards the
establishment of dependable research outcomes (Bell et al., 2019:46; Cho & Lee, 2014:15;
Fereday & Muir-Cochrane, 2006:91; Gelo et al., 2008:273; Hsieh & Shannon, 2005:1286;
Hyde, 2000:84; Miles & Huberman, 1994:278; Yilmaz, 2013:317). In this regard, several
techniques were employed, as detailed below.

To start, the research methodology, including the relevant research paradigm, design,
sampling method, and processes followed in terms of data collection and analysis, were
documented in detail (Bell et al., 2019:365; Creswell & Miller, 2000:128; Crowe, Inder &
Porter, 2015:622; Hsieh & Shannon, 2005:1286; Miles & Huberman, 1994:279; Shenton,
2004:71; Yilmaz, 2013:319). In doing so, readers have an enhanced ability to evaluate the
appropriateness of the methods and practices employed, and scholars have the opportunity
to repeat the study in a different time frame or research setting (Bell et al., 2019:26; Elo &
Kyngas, 2008:113; Gelo et al., 2008:268; Guba & Lincoln, 1994:108; Shenton, 2004:71;
Yilmaz, 2013:314). In addition, the detailed methodology allows for a peer review process
to endorse that sound research methods and processes were utilised, and that theoretical
and practical inferences drawn are consistent and reliable (Bell et al., 2019:365; Gelo et al.,
2008:273; Miles & Huberman, 1994:278; Yilmaz, 2013:318). To further enhance the
dependability of the investigative process, data and coding quality checks were performed
in order to control for the potential misalignment of codes, as well as possible biases held
on the part of the researcher (Gelo et al., 2008:273; Hsieh & Shannon, 2005:1286; Hyde,
2000:88; Miles & Huberman, 1994:278; Yilmaz, 2013:322). As a final measure of
dependability, the researcher ensured that a continuous alignment of the overall research
purpose, design, methods, and processes employed were maintained (Hsieh & Shannon,
2005:1286; Miles & Huberman, 1994:278; Yilmaz, 2013:319).

5.6.4 Confirmability

Given the constructivist beliefs advanced in this study, the attainment of objectivity, in an
absolute sense, is impracticable. These beliefs proclaim that the nature of reality is relative

to the multiple meanings, purposes, and understandings human actors attach to
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phenomena, and, as such, that reality is an evolving, diverse, and subjective state of affairs
(Archer et al., 2009:4; Bell et al., 2019:35; Berends et al., 2014:619; Buchanan, 1992:18;
Chetty et al., 2015:1453; Cross, 1982:224; Cross, 2001:55; Gelo et al., 2008:276; Glen et
al., 2015:182; Guba & Lincoln, 1994:108; Kerr & Coviello, 2019:389; Lingelbach et al.,
2015:14; Maine et al., 2015:67; Martin, 2010:37; Owen, 2007:16; Reuber et al., 2016:538;
Reymen et al., 2015:374; Rittel & Webber, 1973:160; Sarasvathy, 2001:245; Sarasvathy,
2008:2; Sarasvathy & Dew, 2005:554; Simon, 1980:43; Welter & Kim, 2018:112; Yilmaz,
2013:316). In line with these beliefs, and as an alternative to the quantitative criterion of
objectivity, confirmability served as an evaluative measure of neutrality with regard to the
research processes employed and its ensuing findings (Bell et al., 2019:48; Gelo et al.,
2008:272; Guba & Lincoln, 1994:112; Hsieh & Shannon, 2005:1286; Lincoln & Guba,
1986:77; Miles & Huberman, 1994:277; Yilmaz, 2013:320). In this sense, the qualitative
criterion of confirmability aimed to demonstrate that the researcher acted in good faith,
without explicitly allowing that personal beliefs, values, and views influence the research
processes and its findings (Bell et al., 2019:365; Gelo et al., 2008:273; Miles & Huberman,
1994:278; Noble & Smith, 2015:34; Yilmaz, 2013:319). To this end, the research methods,
practices, and processes utilised for this study were described comprehensively and
conveyed without concealment or secrecy (Gelo et al.,, 2008:268; Hsieh & Shannon,
2005:1286; Miles & Huberman, 1994:278; Yilmaz, 2013:321). Accordingly, readers have a
thorough understanding of the research methodology employed, and the degree of care
taken on the part of the researcher towards neutrality in the processes applied and the
resultant findings (Bell et al., 2019:26; Elo & Kyngas, 2008:113; Gelo et al., 2008:268; Guba
& Lincoln, 1994:108; Miles & Huberman, 1994:278; Shenton, 2004:71; Yilmaz, 2013:314).

Finally, and supplementary to the strategies and techniques described in the preceding
sections of trustworthiness, two added measures towards research confirmability were
incorporated (Bell et al., 2019:365; Lincoln & Guba, 1986:77; Miles & Huberman, 1994:278;
Shenton, 2004:72):

1. Data gathering, processing, and collating were performed in a sequential manner, and
were specific to the conclusions made with detailed records thereof, preserved for the

purposes of an audit trail.

2. The gathered data obtained from this study, was, and will be retained and available for

future research purposes.
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5.7 CONCLUSION

This chapter, introduced and detailed the methodology employed to investigate and better
understand how service innovation could be more comprehensive, systematic, and focused
on the customer and employee resources of the service firm. The detailed account of the
selected methodology for this study incorporated and explained the particular research
paradigm, sampling methods, data gathering process, and the data analysis approach. In
addition, the qualitative trustworthiness criteria were explicated to demonstrate the credibility
of the research findings, the transferability of the findings to other contexts, the dependability
of the gathered data over time, and the degree of neutrality or confirmability of the research
results. The following chapter presents a detailed account of the research findings,

conclusions, limitations, and potential avenues for future research.
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6.1 INTRODUCTION

The final chapter of this study presents the collated research findings in answer to the
identified problematique of service innovation, as detailed in Section 2.5 (p. 66). To this end,
the literature analysis, the preliminary framework proposed, and the real-world insights
attained are collated, refined, and connected to the research problem, research questions,
and the overall purpose of the study. The collated findings are conferred in terms of each of
the research questions and its corresponding research themes, along with the overall
conclusions derived for the study. In closing, the chapter clarifiesthes t udy 6 s i forpl i c a
both theory and practice, the limitations of the research, and the potential avenues it

presents for future research.

6.2 RESEARCH FINDINGS AND CONCLUSIONS

This study aimed to explore and better understand how service innovation could be more
comprehensive, systematic, and focused on the customer and employee resources of the
service firm. It endeavoured to address the limitations in the service innovation literature and
the gap identified in the body of knowledge, both from a theoretical and practical point of
view. The investigation included the recommended study fields of effectuation theory and
the design thinking methodology, as well as engagements with service innovation

practitioners to afford real-world insights to the research problem and questions identified.

The findings, derived from the investigative endeavours, are subsequently discussed and
ordered, in accordance with the identified research questions and the related research

themes which guided the study:

1. How can service innovation be more comprehensive and systematic?
Service innovation: A systematic approach

2. How can service innovation be more focused on customer resources?
Service innovation: A focus on customers

3. How can service innovation be more focused on employee resources?

Service innovation: A focus on employees
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The successive presentation of the findings incorporates key empirical extracts, established
from the engagements with service practitioners. This is followed by a discussion of the
practical insights attained, along with the linkages to the extant body of knowledge. In
conjunction, these findings inform the overall conclusions for the study, along with a
proposed framework for service innovation and value creation that is more comprehensive,

systematic, and focused on the customer and employee resources of the firm.

6.2.1 Service innovation: A systematic approach

The literature revealed that service innovation is a rich, complex, and dynamic field of study
and thus, requires a comprehensive and systematic approach to understand its nature and
intricate workings towards value creation (Barrett et al., 2015:149; Bathelt et al., 2017:3;
Biemans et al., 2016:382; Carlborg et al., 2014:384; Gustafsson et al., 2020:111; Helkkula

et al., 2018:293; Kline & Rosenberg, 2010:302; Lusch & Nambisan, 2015:162; O6 Ca s s

Wetzels, 2018:676; Ostrom et al., 2010:32; Patricio et al.,, 2018:5; Rubalcaba et al.,
2012:709; Snyder et al., 2016:2407; West et al., 2018:1322). Despite the fact that many
studies advocate for such an approach, itis yet to be accomplished (Barrett et al., 2015:149;
Bathelt et al., 2017:3; Furrer et al., 2020:311; Helkkula et al., 2018:295; Lusch & Nambisan,
2015:171;006 Cass & We't z;htdcio etal)2DB3:3;6R8b@lcaba et al., 2012:705;
Singh et al., 2020:492). To this end, the first research question and corresponding themed
service innovation as more systematicd was investigated. Accordingly, the investigative
engagements with service practitioners brought about constructive insights, as displayed in
Table 22 (p. 136). These insights are relayed in terms of the preliminary framework
proposed, including the service frame, function, and forms. That is to say: the service
context, or reality and support; the service function, or development process of problem-

setting and solving; and the service forms, or solutions, for innovation and value creation.
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Table 22:

Empirical extracts for service innovation as systematic

SERVICE FRAME, FUNCTION, AND FORMS

Participant Empirical extract

3 Fundamentally, our purpose statement, how we think about our reason for existence, that is to disrupt,
to simplify, and to serve. So, | think that feeds through everything and specifically service innovation.
€ our purpose statement, which says we are h

< problems.

. Simon Sinek talks about the why. So, the why is who Chi is, and why Chi exists. And that drives why

} people are caring, hel ping, and attentive to

g Our purpose, our reason for being, it starts with our whyd why do we exist? So, being connected to
t hat purpose and using that as our north star

n So, every keystroke that the guys make, every feature they create, every product they develop, the
guestion is always asked: Why are you doing this, and who would be interested in it?

0 é we first anal yse the current products that
reason to say why é we are not driving sales;
So,i t6s not just about selling you a product, i

q a |ifelong partnership together. I t Hearpepgagemento
So, we try to make every engagement transformational as opposed to transactional.

J We need to understand the market, the custome
An i mportant part of my job and my executive
whether they be technology trends, or humanrelat ed trends é constantl

] information and | atest progress in the worl d {
we have to do that, despite what customers might be thinking about right now. But we let the data tell
usastory all the ti me, about what is or isn't
As a service company we are demand-led, that is the kind of backbone of our business, and demand-

t | ed for wus, means that we dorod tustanerswithoet urslerstanding e
what our customers want é our customers are |
ltés a group of people trying to understand

@ perspectives in to solve the problem.

A € you come with a piece of information that a
exist and how do we fix them é |listening to o

® € where are the overl aps don so tde wenmeed it finnovate,aig thene e
somet hing that exists that can do this job ¢é
Often what we foundd it is a case of, we will go to a client, they will have a specific type of problem,

S we will innovate and help them deliver a solution, and then, we will almost be left with a plug and play
environment, that we can take to another client with a similar set of challenges.

So, we typically follow the same process, contextualised by the client, refined by us, delivered using

§ the theories and methodologies within the ICT (Information and Communications Technology) and

software development space. We do look back at the previous offerings and say, how can we tailor it
for the new customer.
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SERVICE FRAME, FUNCTION, AND FORMS

Participant

Empirical extract

€ you need very good manag whmch el you, wHich gives you cear
objective metrics, in a real time basis, on where are you not delivering the service you have promised.
Then you need to go and investigate it, build a feedback loop, solve the problem by either building
your systems, making product improvements, et cetera, and then continuously monitor that to see, is
your service improving. We live in an uncertain, fast-moving world, and you almost need to embrace
that uncertainty. If you are an organisation with an extremely rigid innovation process, where
everything is thought through from the beginn
you have implemented, the idea is old and you have actually completely forgotten what you were busy
with in any event, and it can just go off the rails. If you are a nimble organisation, that acts quickly and
does a lot of experiments before you scale it and you see, does this work or not, | think your chances
of success is a lot better. | am a far bigger fan of experimentation, implementing things relatively or
quickly.

Humanity itself is, | suppose, going through
|l egacy and the impact that you want to | eave
and adapt and thrive under those circumstances.

I am thinking around this COVID scenario now, we have had some great innovation coming out of our
Indian practice, our Swiss practice, and we have been able to repurpose that, move that out, and then,
use that locally, and that is the benefit.

I't was questions around, what is this going t(
we realised this is something that can actually bring us sales in some divisions.

So, we hate this whole new normald because one, itdés not n Sowthis i\
something that we are going to embrace wholeheartedly, figure out how to do really well and then
keep doing it.

I mean, | first need to understand what does my client want and need, and then how do | respond to
that. So problem-s ol vi ng i s quite i mport an ttermébasisasioppbsedtod
delivering something big and then hope it works in the outside world.

And of course, i t 6s an i terative pr oyouelsam, youYnoprovedngk makem
mistakes, you learn, you improve. So, for us, innovation is not a big bang approach, for us, innovation
is incremental improvements.

€ we design, we develop, we go back, feedbagkr ese

é itbdés iterative, itds al ways evolving, you 4
better as you go. And trial-and-error, the only way you learn, is by doing. You can theorise all you
want, practice and implementation is worth far more than theory, every single day of the week.

So, a very design thinking kind of processd iterative. So, we will launch, we will learn, we will iterate,
we will come back, and because we have such a good relationship with them, they will trust us with
that process.

So, this is a co-creation, co-design process, and it is done on design principles. It needs to be as
emotional as it is rational. So, you have to continuously be in this process, and sometimes building the
new solution, is in fact a way of unearthing some of the skills and potentials that we did not know we
had.

€ you are |l earning continuousl| y buncustoenernosyoun ttamh
member €é you ar e const atedtigyndichamging dand coning baekaondidaing y|
it all over again.

From an organisational value perspective, if we are delivering for our customers, we are building value
internally, and the value that we create for ourselves, is that our brand equity just becomes stronger.
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SERVICE FRAME, FUNCTION, AND FORMS

Participant Empirical extract

| f we create valwue for our clients, then we
innovative product set and an innovative way of how you interface with the clients, | think, is how you

q create valued and obviously, innovating back-office processes, re-engineering all of those, to be fourth
industrial.
q I think that sort of high-tech and high-touch approach, is why people choose us.

And the fine balance there, naturally, if you talk about value for either the organisation or the
shareholder, the client, is that balance between how do you create sufficient shareholder value, but at
T the same time create client value as well. The value for money that the product itself delivers is one

thing that we are quite proud of in our organisation, but also, that service experience, how are you
perceived when a client calls you, or an advisor talks to you over the phone, how efficiently do you
execute the transactions that they require from you.

€ solve that by building an appropriate produ
You also need to understand how customers are experiencing your service if they do have an issue.

We give our customers great value for money, which means they get palatable premiums, backed up
3 by great service, and innovative ways to access us. All of that, we make simple and easy to understand
and easy to use.

Consulting firms, in general, have difficulty ind what is the wordd differentiating themselves from each
other, because what they offer is very much of a muchness. It probably depends most on the reputation
of the teams and the peopl e, more than anye/f
experience, and how it fits together.

Source: Compiled by author.

The key empirical extracts, derived from the engagements with service practitioners,
presented in Table 22, offered the following constructive insights relating to service

innovation as more systematic:

1 Participants agreed that any and all business activities, in particular service innovation,
starts with 6The, Whypwe. fThasi § urbpimgsoe existentes r e a
Accor di ngl yperméalehtierougtialyodganisational activities and processes;
it guides decision-making; it leads the firm towards a purposeful destination; and it
serves as a beacon of inspiration for innovation.Pr i mar i |y, O6The Whyo,
in the firmds ;phaweveroanckeven inad segmficamtt is the manner in
which the leaders and employees are connected to this purpose. In other words,
connected in their thinking and doing, andh avi ng a compelling rea

are we doing this, and who would be interes

1 Directed by this purpose, innovation practitioners turn their attention to: their current
services or solutions on offer; the data available in terms of these offerings; feedback

received from customer partners; existing market information; as well as current and

- 138 -



potential human and technological trends. In doing so, these existing resources portray
a narrative for innovation, namely: i Wh a t i s or is not working,

be thinking abouto.

By using existing data and information, by engaging with customers, and by
incorporating diverse perspectives, a problem statement for innovation is formed and
investigated for potential solutions. Thatis: A Wher e are the overl ap
the firm already does, is there an existing
if an existing solution or offeringisav ai | abl e, the noveltytyis re
to tailor the current solution or offering, to meet the needs and wants of a specific

customer or market segment.

Management information systems, in particular, plays a significant role to capture
customer feedback,t o pr o v i djective,metrecgirn  roe atb afford askaced
space for problem and solution design, to facilitate a feedback loop, and to enable the

continuous improvement of current offerings and the development of new ones.

These systems, along with other systems and processes employed for innovation,
should be designed to facilitate innovation in a rapidly changing environment,
characterised by uncertainty. In other words, it should enable the firm to act swiftly, to
embrace uncertainty, and to experiment and implement solutions cost-effectively and
quickly. The innovation approach, therefore, is to pilot and test relatively or quickly, to

learn from mistakes, to improve, andthen,it o come back and do it

Accordingly, the innovation process of problem-setting and solving is iterative and
always evolvingd a design thinking process of co-creation, whereby, service firms are

Aconstantly iterating, prototyping, testing

This process i sasii emoti onal as it i s it rehes brotrust | O .
relationships cultivated among the service firm, its employees, customers, and
partners, together with the resources available and the technology accessible to the
fimtof aci |l it atedh ana highft iogilt h  a p for differentiabed service

engagements, experiences, and solutions.

More specifically: differentiated service engagements, experiences, and solutions
involve the development of innovative and contextually relevant services and service
(i.e., contextual value); the ability to facilitate meaningful engagements with customers,

employees, and service partners (i.e., experiential value); as well as the innovation and
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and human-centred.

1  Together, these value forms create value for the customer, and, in turn, value for the
firm. For the service firm, value is not only derived by way of transactional exchange,
but also in the commercial value derived from customer perceptions; in other words,
the social value of the brand, or brand equity, and its ability to generate revenue for
the firm.

Ensuing from the summarised findings noted above, several conclusions are derived in
terms of service innovation as more systematic. At the outset, the approach is described as
cyclical, which initiates with the purpose of the firm. Unlike the preliminary framework

proposed, which originates from the seofthe ce

firm commences the approach. I n st arting with o6The Why?o,
ask deeper questions, existential questions, questions of meaning, purpose, and
transcendent worldviews (Sarasvathy, 2021:2). For the service firm, it is questions of its
reason for being or existence, that is to say, its profound logic, that permeates all activities
and processes. Accordingly, it is an innovation-motivation, and an accountability that is
about purpose, empowerment, and impact (Floridi, 2017:512; Hunt & Morgan, 1995:3;
Sinkovics et al., 2021:8; Vargo & Lusch, 2008a:258). It is a purpose-driven approach that
not only inspires innovation and guides decision-making, but also one that appeals to
employees, customers, and other value-creating partners; in other words, a purpose
statement that is engaged throughout the firm, lived by its leaders, and shared by its
employees. It is this purpose that retains, attracts, and establishes connections with
employees, customers, and value-creating partners through shared institutional logics,
service exchange, and mutual value creation (Lusch & Nambisan, 2015:161; Thompson &
Schonthal, 2020:96).

Directed by this purpose, the service firm focuses its efforts on the prevailing context and its
existing resources. Within the context of interacting open systems, increasing information
and knowledge, shifting customer needs and wants, rapidly changing technologies, and
ambiguity regarding future competition and markets service firms cannot predict the future,
but can take actions and make decisions to affect it (Szambelan et al., 2020:430; Zhang &

Van Burg, 2019:6). In this regard, it is the leaders and employees of the firm who take control
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of an uncertain environment and unknown future reality; who leverage contingencies for
innovation; who employ available means; who build and maintain customer relationships
and value-adding partnership networks; and who understand the needs and wants of the
customer (Heinonen & Strandvik, 2020:108; Sarasvathy, 2001:252; Sarasvathy, 2021:5;

Singh et al., 2020:503). 't i s the firmds e mpxploityaedexplora n d

knowledge corridors; who present with an ability to understand wicked problems contextually
and holistically; who perceive customer needs and wants empathetically; who integrate
diverse perspectives; and who apply a balanced logic for the resource integration process
of problem-setting and solving (Dell'Era et al., 2020:328; Hameed et al., 2021:11; Nakata &
Hwang, 2020:125; Rittel & Webber, 1973:164; Tajeddini et al., 2020:10).

Subsequent to the contextually informing and resource enabling service frame, which
informed a preliminary narrative for innovation, is the service function, whereby, the
innovation narrative is further explored and developed. In particular, the resource integration
process of problem-setting and solving is comprised of three main development phases: (1)
problem exploration; (2) idea generation; and (3) prototyping and testing (Beckman,
2020:146; Liedtka, 2015:928; Pande & Bharathi, 2020:6). Exploration activities are mostly
carried out through cognitive efforts, which entail the use of existing data, information,
knowledge, and current service solutions to evaluate the initial innovation narrative
(Edvardsson, 1997:41; Nakata & Hwang, 2020:122; Teece et al., 1997:515; Wrigley et al.,
2020:128; Zollo & Winter, 2002:344). Naturally, these activities also encompass the
exploration of new knowledge corridors by engaging with customers and other value-
creating networks. In doing so, the initial narrative for innovation becomes increasingly more
explicit, for the purposes of learning, evaluation, and selection (Beckman, 2020:146; Winter,
2003:994). Consequently, the initial, abstract narrative for innovation is transformed into a
more concrete problem hypothesis. This is followed by ideation activities to generate
multiple, potential solutions in answer to the hypothesised problem. These activities are
enabled through collective articulation, debate, and analysis, to establish the hypothesised
merits and risks associated with the generated solutions, and the selection of a solution, or
multiple solutions, for the purposes of prototyping and testing (Madhavaram & Hunt,
2008:78; Pande & Bharathi, 2020:6; Schneckenberg et al., 2019:435). In this regard,
prototyping and testing express the solution concept(s) into a tangible form, which is piloted

and tested relatively and quickly. To this end, prototypes enable early failure in draft form,
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which is not only more cost effective, but also allows for new or renewed solutions that

persist in novelty and contextual relevance (Micheli et al., 2019:137).

The implementation of a service solution is best described as a learning launch (Liedtka,
2014:41). In other words, the problem-solver can always attempt to improve the problem-
solution on offer through a cyclical process of adaptive behaviour, learning, and progressive
changes in value forms to meet both the requirements of the inner and outer environments
of the service firm (Simon, 1980:37). The cyclical process of adaptive behaviour, learning,
and progressive change towards mutual value creation is innately social and collaborative
(Sjodin et al., 2020:488). It is a process that is as emotional as it is rational, to strike a
balance between solutions that are desirable to be people, technically feasible, and
financially viable (Buchanan, 2001:15; Prud'homme van Reine, 2017:56; Shapira et al.,
2017:281; Zheng, 2018:748). It is a high-tech and high-touch approach, and a development
process that is purpose-driven, human-centred, and means-enabled. The noted approach
and development process facilitate the creation of novel and contextually relevant service
solutions, meaningful engagements with employees, customers, and service partners, and
the architecture of value-adding practices, processes, and systems (Helkkula et al.,
2018:290). In conjunction, contextual, experiential, and use value creates financial value for
the service firm through transactional exchange, along with social value, through
transformative interchange. Subsequently, these value forms are continuously scrutinised
in terms of the purpose of the firm, which, in turn, initiates the cycle for service innovation

and value creation.

6.2.2 Service innovation: A focus on customers

It is well documented that service firms cannot create and deliver value independently from
the customer (Gustafsson et al., 2020:112; Heinonen & Strandvik, 2020:107; Michel et al.,
2008a:64; Vargo & Lusch, 2008a:257; Vargo & Lusch, 2008b:7; Vargo & Lusch, 2008c:33).
As such, firms can only offer its applied resources for value creation, with value only realised
upon the acceptance of these value propositions (Edvardsson & Olsson, 1996:145; Gadrey
et al., 1995:5; Lusch & Nambisan, 2015:160; Rubalcaba et al., 2012:697; Sjodin et al.,
2020:489; Tregua et al., 2021:565; West et al., 2018:1320). The dyadic notion of the service

firm as the exclusive source of knowledge, skills, innovation, and value creation, and the
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customer as the passive recipient thereof, is thus surpassed (Furrer et al., 2020:310;
Hameed et al., 2021:11; Helkkula et al., 2018:284; Michel et al., 2008b:53; Taques et al.,
2021:14). Accordingly, the customer is regarded as a resource integrator, a co-creator of
value, and the ultimate evaluator of service (Edvardsson & Olsson, 1996:142; Heinonen &
Strandvik, 2020:108; Schneckenberg et al., 2019:435; Sjodin et al., 2020:489; Vargo &
Lusch, 2008a:257; Vargo & Lusch, 2008b:7; Vargo & Lusch, 2008c:33).

Given this fundamental role of the customer for service delivery, innovation, and value
creation, as well as the idiosyncratic, experiential, and contextual nature of valued
customer-centredness, and the needs and wants of customers in particular, move to the
forefront (Cooper & De Brentani, 1991:77; Edvardsson & Olsson, 1996:141; Gustafsson et
al., 2020:112; Sjodin et al., 2020:488; Vargo & Lusch, 2008a:258; Vargo & Lusch, 2008b:3;
Vargo & Lusch, 2008c:31; West et al., 2018:1320). Even though, Cooper and De Brentani
(1991:88-89) propose four evaluative or quality factors in terms of customer needs and
wants for service innovation and value creation, further clarity is required. In this regard, the
second research question and corresponding theme, that is, service innovation as focused
on customers, was investigated. Accordingly, the investigative engagements with service
practitioners brought about constructive insights as displayed in Table 23 (p. 143). These
insights are relayed in terms of the quality factors put forward by Cooper and De Brentani
(1991:88-89) with reference to customer commitment or market fit, resource availability and
synergy, innovation communicability and simplicity, and operational transparency or

explicitness.

Table 23:  Empirical extracts for service innovation as focused on customers

SERVICE QUALITY FACTORS

Participant Empirical extract

First and foremost, the implementation of new approaches, or tools, or techniques, whatever the case

® is, whatever is being innovated, is largely driven by the need of the client.

€ where we understand that we exi st to servd
processes, and everything we do, around that philosophy.

- Our organisation is about bringing many people together from different environments, so that they are
wel | represented when we try and understand w
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SERVICE QUALITY FACTORS

Participant

Empirical extract

q

ltdéds so easy in this day and age, to be abl e
di fferent wal ks of I|ife, so many different cus
you should build something in an inward focusedwa y é

It is a process of doing preparatory work with the client to hear where they are, so whether it is an
operating model piece of work, or new processes, or a new system, or whatever it is, bringing them
into a centre, an experience centre, creating a very immersive experience and allow them, with
guidance, to create their own journey based on the information we have.

Inviting customers where we are designing new programmes in the executive education space, we
are inviting customers that we know would add, would get value from, and add value to the design
process.

We use their insights, their feedback, we are interviewing them all the time, we are interacting with
them all the time, we are testing things on them all the time, in little population groups. We are
constantly surveying and interacting with our customers to honour feedback from them, about what it
is that they enjoy about the services we are presently offering, what they hate about the services we
are presently offering. And then, also to try and take a temperature check on the kinds of new services
we might conceive or develop for our customers.

€ itbds about paBdinteds nmge weart ha tchreen.way, i tods ne
telling us whatthey wa n t itdés together, partnering to ci
then making sure that i1itds sustainabl e.

This also speaks volumes about the relationships with our customers, where you can go and say, you
know what, we are buildingthis new service and we really beli
believe itbdbs going to add value to your busin
Letds do it.

€ given that relationshi p weasilytestgomathing with tmempejthero
when we visit them on a regular basis, or we can just reach out to them to test some of the concepts
that we are considering internally.

So, our relationships extend into weekends, it extends to candid conversations outside of what the
statement of work is.

You are having a conversation with the client, whose problems you understand and sometimes, you
uncover it before they do.

A statement that their investment has grown or reduced at the end of the month, is not so much the
real experience, but when they talk to us on the phoneorviae-mai | , t hat 6 s wher e

culture and how we care about our c¢clients &

So, within Mu, we have got a group of people working on something called return on experience, which
is a formula for looking at something that surpasses return on investment (ROI), so like ROI, but at a
different level. The formula is sometimes stated as, return on experience, is client experience,
multiplied by employee experience, multiplied by leadership experience.
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SERVICE QUALITY FACTORS

Participant

Empirical extract

I f the customer said he or she had a bad exper
it there, that customer gets a phone call, we understand the root cause, that root cause gets analysed
as part of a bigger pradtechnslogyphatormy \erny goode usdatdedatantg
understand that cust omevolvirgwarld, custenrercegpectationsiclsanga the
whol e ti me, technology allows wus to do thingdg
transactional records. Remember, all our calls are recorded, and we only have the one technology
platform where all our transactional data is. So, we use various different techniques, things like voice
to text technology, where we run programmes over the recorded calls, where we do sentiment
analysis. Those different data points get used to understand where friction is for our customers, and
how we can alleviate that friction, either by making process or product changes, or alternatively by
training. And again, employee bonuses, salary increases, promotional opportunities, and all the rest
of it, are linked directly to their ability to improve the customer experience.

In the various divisions, we monitor, on a regular basis, the typical service stats, so turnaround times
of responses to e-mails, lost call ratesd the voice of the client, is something that we actually measure
internally, we al most measure the happiness o

We have got multipl e f eedbaasiomeron mutipléplatioens.e n g a

€ communicate on various platforms with them,
through SMSs, on e-mail, and on their student portals and platforms.

We have a customer success team that engages quite often with our customers, through various
formats. These would be online surveys, it would be direct communication to account managers, it
woul d be spot calls to certain customers &

We have relational touchpoints with them, in terms of our newsletters and research that we share with
them.

.. you know we have got nearly 100 people whose job it is to be out on the road every day, visiting
doctors in their doctorsd rooms and Vvisiting
those relations hi ps é

€ r etr ospe c-éngagemenbsessign® wethave with the client, that evaluates what we are
offering them, helps us change and be better, and help give better information to them.

We also have proactive measures where we draw random samples from our recorded client calls, and
listen to those to see, are there any potential improvements, was the tone of the service agent
appropriate, was there enough empat hy w-hoatanénate rf
either the learnings or the challenges that we are experiencing.

We prioritise the holistic, or the whole individual in everything that we do, and that is informing our
offerings with a spiritual intelligence and emotional intelligence, in addition to the actual hard-core or
business skills that we provide through our offering.

We offer value through intellectual property, and a lot of the value derives from the people delivering
on those projects.

At anytime, anywhere you are, anyone who answers the phone, has access to your full portfolio and
is knowledgeable enough and has the expertise to help you solve whatever your problem is.

We have a training area or training academy i
agents, before we allow them to engagewi t h cl i ents é a | ot of so
writing skills, telephone skills, even going as far as EQ (Emotional Intelligence) development in our
environment, to really ensure that we have passionate employees when they engage with our clients
é
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SERVICE QUALITY FACTORS

Participant

Empirical extract

If our employees are happy, our customers are going to get the best by default. So no, we are actually
not client-centric, we are employee-centric, and by default customer-centric. So, by putting our
employees first, we have managed to create excitement among them to deliver for our clients, and by
default our clients get the best.

We want to make it more personable. | think t
personable and to make it an experience that is less aloof. We actually want to let the client interface
directly with us, in a way thatdés meaningf ul

What we are trying to create, is a service that is uninterrupted, that gives them a seamless experience
end to end.

C

€ seamless for the fcdeilentthertehbast ttohoe ymudcohn 6hi e
boarding the system.

Having digital platforms where customerscando self-s er vi ce f or certain el

€ make that process easier for the cl ioerfegal causes
and simplifying them into everyday language, that was key.

When you think about simplify, we try and make our products simple, the language we use, ease of
doing business with us, ease of access.

Our offering is tailored for that community, with regard to language and values. The culture and the
values is very aligned with what they need.

In response to COVID, we very quickly looked around and thought through which combinations and
which specific solutions would help our clients to address the short-term needs, the short-term
responses required in COVID, but in such a way that they would be able to make decisions that would
have a positive effect on sustainability in the long-term.

é therein |ies the o peodoinguaniot with reliefiends larsdvadot ch sosiab
innovation, in terms of the communities around us, who have been worst impacted by COVID-19,
because we understand that we exist as part of society, not just in it.

Source: Compiled by author.

The key empirical extracts, derived from the engagements with service practitioners,

presented in Table 23, offered the following constructive insights relating to service

innovation as more focused on the customers of the firm:

1 Practitioners concur that a focus on customers stems from the purpose of the firm. This
impetus infuses all approaches, processes, tools, and techniques, towards quality in
service solutions that are aligned with customer values, and satisfy their needs and

wants.

1 In being connected to this purpose, leading service firms recognise that they fexist as
part

call of duty; making services and service more personable, less aloof, seamless in

of soci ety, nottogewectustoiners by: going beyondtthe
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experience, and easy to understand; understanding customer needs and wants and
adapting to changes therein; having the resources available to do so; facilitating
transparent service exchange among diverse service actors and multiple platforms;

and by engaging and empowering customers in novel and meaningful ways.

Accordingly, these firms incorporate diverse perspectives from various service actors.
In order to gain a holistic understanding of customer needs and wants, they invite
customers to take part in the design process, provide guidance to empower customers
to create their own journeys in experience centres, and interview, interact, and test
ideas with customers to acquire insights and feedback towards a compelling reason
and understandable rationale, for new and renewed service solutions. As such, it is
about partnering with customers, and leveraging those relationships to create
desirable, feasible, and viable service solutions of purpose, superior financial
performance, and sustainable impact. These relationships move beyond the statement
of wor k, nit extends into weekendso and dc

some instances, uncover customer needs and wants before the customer does.

Customer relationships, are cultivated by facilitating experiences of value. In essence,

these experiences are enabled through relevant resource capabilities, an empathetic

culture, as well as competent and passionate leaders and employees. For service firm

Mu, valued experiences could be expressed by a formula in terms of return on
experience. ltisisomet hing that surpassesisstaedasrn or
follows: fAr et ur n oisclieat expezienceemultpiied by employee experience,

mul tiplied by | e aTbgetharthege factorspaeigment one another,

and serve as an evaluative or performance measure regarding return on human
experience. These experiences, are embodied in the artefacts of the firm, its services

and service, as well as the intelligence which informed it. Intelligence, in this sense,

refers to the individual and collective capabilities of the leaders and employees of the

firm, and comprise the following three components: (1) spiritual intelligence, which
referstoan ability to understand the O6self o6, t
values, and abiding purposes, and to embed these purposes, values, and meanings

into all services and service; (2) emotional intelligence, which denotes the ability to be
aware and in control of onebébs own emotions,
appropriately, judiciously, and empathetically; and (3) business intelligence, which
manifests in the intellectual property of the firm, the knowledge and skills of leadership
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and employees, as well as the technological and engagement platforms at their
disposal. Together, these platforms afford service statistics, data mining, and
visualisation, as well as the tools, infrastructure, and best practices required to facilitate
customer engagements, knowledge sharing, and learning, towards experiences of

value.

1 By incorporating the three components of intelligence, service firms are better
equipped to understand and address the root cause of customer problems, their needs
and wantsd whether it be changes in offerings, processes, or, alternatively, the
development and training of employees. The development and training of employees
encompasses training in business skills, as we | | as the advancement
and emotional intelligence, directed towards new or renewed service solutions and
valued customer experiences. In complement to training and development, leading
service firms | i nk etompprogeythe eust@meraexperienceto eengloyee
recognition and rewards, such as salary increases, bonuses, and promotional
opportunities. Even though employee training, development, recognition, and rewards
enable experiences of value, both in terms of customers and employees, it is the
human-c ent r ed beliefs and val ues, e sahdaitsl i s he
leadership that takes precedence. In this regard, service firm Rho, offered the

following, insightful statement:

If our employees are happy, our customers are going to get the best by default. So no,
we are actually not client-centric, we are employee-centric, and by default customer-
centric. So, by putting our employees first, we have managed to create excitement
among them to deliver for our clients, and by default our clients get the best.

Consequent to the summarised findings noted above, several conclusions are derived in
terms of service innovation as more focused on customers. Primarily, a focus on customers
stems from the purpose of the firm. In this sense, prominent service firms recognise that
they exist as part of society, not just in it. Accordingly, these firms strive to stimulate relational
and mutual interactions among social and economic actors, foster sustainability, and
maximise customer satisfaction (Sinkovics et al.,, 2021:2). In the pursuit of maximum
customer satisfaction, service firms design solutions that satisfy customer needs and wants,
adapt to changes therein, and create service solutions that are aligned to the resources of
the firm and the values of customers (Cooper & De Brentani, 1991:82; Wrigley et al.,

2020:134). Value alignment,i n t hi s sense, refers to the cust
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identification with, and involvement in the service firm, and thus, the firmbds e
commitment in its establishment and development (Singh et al., 2020:502). The f i r mod
commitment to customers is not only embodied in the quality of artefacts and solutions
created, but also in the intelligence by which it was formed (Buchanan, 1992:18; Cross,
1982:224; Cross, 2001:54; Gustafsson et al., 2020:111; Simon, 1980:35). In this regard,
intelligence represents the individual and c
employees, consisting of: (1) spiritual intelligence, which refers to an ability to understand
the 6selfd, to possess and access higher meat
embed these purposes, values, and meanings, into all services and service; (2) emotional
inteligence, whi ch denotes the ability to be aware
to respond to the emotions of customers appropriately, judiciously, and empathetically; and
(3) business intelligence, which manifests in the intellectual property of the firm, the
knowledge and skills of leadership and employees, as well as the technological and
engagement pl atf or ms a to facilhaee customem dngolverdents p o s a
engagements, and reciprocal knowledge sharing and learning (Heinonen & Strandvik,
2020:108; Nakata & Hwang, 2020:125; Sarasvathy, 2021:2; Sjodin et al., 2020:489). To this
end, service firms invite customers to take part in the design process. They provide guidance
to empower customers to create their own journeys in experience centres and they
interview, interact, and test ideas with customers, in order to acquire insights and feedback
(Cooper & De Brentani, 1991:89; Dell'Era et al., 2020:334). Moreover, services and service
are made more personable, easy to understand, less aloof, transparent in exchange, and
seamless in experience. In so doing, customers are given a compelling reason and
understandable rationale of solutions offered, its desired benefit, the way in which it is
delivered,andt he f i rmés motivation and purposelnin cr
essence, itis about partnering with customers, and leveraging those relationships, to create
desirable, feasible, and viable service solutions of purpose, superior financial performance,

and sustainable impact.

Customer relationships are cultivated by facilitating experiences of value. Essentially, these
experiences are enabled through relevant resource capabilities, cultural capital, as well as
competent and passionate leaders and employees (Singh et al., 2020:503; Tajeddini et al.,
2020:12; Wrigley et al., 2020:134). Resource capabilities, in this sense, encompass both

physical and virtual spaces dedicated to design activities, in particular places and platforms,
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to engage and interact with customers. In turn, these activities and engagements are

enabled bytheunder st andi ng, knowl edge, and capabilit
the firmbébs soci al assets or <cantret designl Humaap i t al
centredness, however, is not limited to innovation activities, but rather infuses all business
activities and processes. These human-centred beliefs and values are consequent to an
empathetic culture and a people-first philosophy. This philosophy starts with the employees

of the service firm. Notwithstanding the significance of customers, as without customers the

firm would not exist, employees are centraltot h e ffacus amécgstomers. In other words,

leading service firms are not customer-centred, but rather employee-centred, and by default

customer-centred.

6.2.3 Service innovation: A focus on employees

Scrutiny of the service innovation literature revealed that knowledge and skills is the basis
of all exchange, and the fundamental source of competitive advantage (Hameed et al.,
2021:11; Lusch & Nambisan, 2015:160; Singh et al., 2020:503; Tregua et al., 2021:565;
Vargo & Lusch, 2008a:257; Vargo & Lusch, 2008b:3; Vargo & Lusch, 2008c:35; West et al.,
2018:1320). This fundamental source of competitive advantage is embodied in the human-
made environment, artefacts, and intelligence of services and service, as well as the co-
creating activities and the process of problem and solution design for innovation and value
creation (Buchanan, 1992:19; Carlborg et al., 2014:386; Cross, 1982:225; Cross, 2001:54;
Dougherty, 2004:46; Enz, 2012:187; Heinonen & Strandvik, 2020:108; Jian & Wang,
2013:27; Love et al.,, 2010:987; Lusch & Nambisan, 2015:168; Madhavaram & Hunt,
2008:68; Moreira et al., 2020:1081; Rittel & Webber, 1973:162; Salunke et al., 2011:1253;
Taques et al.,, 2021:13; Toivonen & Tuominen, 2009:893; Vargo et al.,, 2015:67).
Accordingly, the co-creating process of problem and solution design, in which, service actors
engage in ongoing negotiations, experimentation, and learning accentuates the interactional
and relational nature of service innovati on,
for value creation (Cooper & De Brentani, 1991:77; Drejer, 2004:555; Edvardsson, 1997:32;
Edvardsson & Olsson, 1996:141; Furrer et al., 2020:310; Gadrey et al., 1995:5; Gero &
Milovanovic, 2020:29; Gustafsson et al., 2020:112; Helkkula et al., 2018:287; Lusch &
Nambisan, 2015:159; Vargo & Lusch, 2008c:31; Witell et al., 2016:2870). In particular,

employeesd  wdnable new service processes, facilitate valuable customer experiences,
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and integrate resources in novel and viable ways for new or renewed service solutions
(Hameed et al., 2021:11; Helkkula et al., 2018:290; Hunt & Morgan, 1995:3; Singh et al.,
2020:503; Tajeddini et al., 2020:10; Vargo & Lusch, 2008a:258; Vargo et al., 2015:67).

Given the stated significance of employees for innovation and value creation, along with the
lack of clarity and disjointed nature of the extant literature in terms of how a greater focus
can be placed on these resources, the third research question and corresponding theme
was investigated. Accordingly, the investigative engagements with service practitioners
brought about constructive insights, as displayed in Table 24 (p. 151). These insights are
relayed in terms of the design thinking methodology, in particular, its principles and the
accompanying design attributes, tools, and methods. The specific principles are: (1) the
human principle, whereby all design is social and contextual in nature; (2) the ambiguity
principle, whereby uncertainty is inevitable, and thus, design and innovation should be
considered within the context of wicked problems; (3) the tangibility principle, whereby
prototypes and artefacts make ideas vivid and real; and (4) the redesign principle, whereby

innovation is a cyclical and iterative process.

Table 24: Empirical extracts for service innovation as focused on employees

SERVICE PRINCIPLES, ATTRIBUTES, TOOLS, AND METHODS

Participant Empirical extract

First and foremost, we put the customer at the centre of everything that we do, and when we say
customer, we are talking about sewva&krehoheaeirs eu
for us, an important stakeholder is our empl o}
¢ our ecosystem, and what do they need, in order for us to yield our purpose. How does this ecosystem
interact with each other today, how does it look today and what could be better, what would be a way
to make itd | suppose, more sophisticated, but also, just more meaningful for people.

The fact that we are upholding the principles of Ubuntu, we are not separate from the rest of South
Africa.

So, what can they do, what legacy can they leave for the future generations, but at the same time,
address the current social needs on the ground.

The digital space is moving us away from each other, and we are trying to humanise that space so
that we still stay connected. And So, ne of hethiras tltah
q we focus on before the external customer, is the employee. | call it the internal customer because
that's who my customer is. If you feel cared about, then you are able to care and go the extra mile for
your customer, because thatodés the way you are

7 € f i ralk your enfiployees must feel valued, they must feel that they are making a contribution, no
matter how small or how big.
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SERVICE PRINCIPLES, ATTRIBUTES, TOOLS, AND METHODS

Participant

Empirical extract

é if people are doing the job for the sake of
what they are doing holisticallylostamdt hdeygr ga
compelling reason to be at work. You are creating a purpose for an individual, to say, suddenly | realise
| am important in this organisation.

The reason why we love co-creation, is because the implementation of the plan is always easierd
adopted easier by internal s t a ks sdme kod efrownersghip and ¢
accountability to those plans.

We like to develop entrepreneurial employees, who sort of drive their own learning and development,
and their own performance, and | think that happens because culturally, everybody understands their
impact and their overall contribution to the ecosystem.

So actively, within strategy specifically, we foster lots of innovation, we facilitate it, we provide platforms
for it, we reward for it, and we recognise people for it. So, that starts with the hiring process, Beta hires
people that are hungry and curious, and generally have a lot of academic background to back that up.

It was a prerequisite before we hired anybody or engage in conversations to bring people on board,
that they bought into that mindset, that we are here to upset the apple cart, we are here to do things
differently. And so, people just feed off each other.

é to appoint peopl e that r e@hl is$ their takding,ithatvmaked ahhage
difference.

We look for people that may think differently from us, that are sort of eccentric, that are very different
in their approach, but that are able to work with other people.

Omega recruits people that are independent thinkers, self-starters, diverse in their thinking, and able
to offer fresh perspectives, and are all aboutd not just best in practice and best in class, but also
leading edge.

é that also links up to our recruitment pfocosede
and future fit.

C

€ it starts with your recruitment in terms of

€ we think about everything in terms of our v
organisation should, that we recruit for culture and then we train skills thereafter. A culture of awesome
service. It s somet hi ng t drganisation,ared lanjdu dtr etah ih
between recruiting the right people and creating the environment where we all share a passion for
giving customers awesome service. We wi | | make the gener al point

not the sharehol dersd organisati on, itods all
that s not working, itdés not your nuupawdspeakg e,

€ i tods | usTau, attheaheartfofuraul is theefinnovation, and completely an organisation built
on a culture of innovation. | tés just status

into everything we do. So you might arrive, but you are arriving into an environment that is, | almost
want to say, itds just so fertile for innovat
influences you, it makes you innovative, because everything around you works in this way, and so
i mportant for us as a company é important, th
are coming to work to make this place better

€ culture in t heywwaesaltoed totmake mistakes,hy@u were encouraged to be
innovative, you were encouraged to speak your mind, where you haved let us call it, a flat structured

| like to say we have an informal culture. So, anybody, whether you are a new guy starting in the
customer experience centre, or a network engineer, or the Chief Marketing Officer, whoever you are,
if you have a good idea, you should be able to easily share that with the CEO (Chief Executive Officer),
with your boss, so that the best ideas should bubble up to the top.
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SERVICE PRINCIPLES, ATTRIBUTES, TOOLS, AND METHODS

Participant

Empirical extract

You lead by example, and you show people how you care about them, and then they will understand
why they need to care about their students (c
service delivery, if thatodés not a priority to

€ leadédrmshieperything to do with displaying qu
displays the qualities of innovation or displays the qualities you want to breed in your organisationd
then it will happen.

€ |l eadership def i niatleshipythasiedss livihnghhe values of ¢he @rganisation.

€ you have to deeply believe and show that vyo

We need to look at where our employees are. We need to be able to understand their strengths and
how we are ablet o mer ge t heir capabilities or talent

There's this constant investment in furthering oneself in getting better and doing things better and
making sure your leader is helping you get there as well, so coaching is very, very important.

As an employee you must understand that you own your own career development, and you need to
be driving it. It is also driven through management level, where as a manager, you are encouraged to
develop talent, leadership potentiald and forthemo st part , itdés included
And, very close to my heartd being able to pair employees with mentors and making this platform
available.

Currently we are trying to work through what employee experience could look liked and we typically
say a healthy culture, wel | bei ng, and a safe
fun, it needs to be as emotional as it is rational.

é you know, | have actually never seen a bus
employees are not happy.

And | think that speaks to the holistic way i
important for us for you to feel like you belong, that you are included, that our organisation is diverse,
that you are immersed in the culture.

€ you can be yourself, you can voice your con

We have something called Office Vibe, and what it does, it messages our employees randomly with
random questi ons oanangmows. Weask them tatell ds howt theysfeel about X, Y,
Z €& we get very honest feedback.

€ send |li-feesaatitbmegurvey out every day, for fi
At the end of the week, we can say there was a bit of a morale dip on Wednesday and why. So, | think
itds a continuous feedback | oop, partnered wi

We are a performance-based or gani sati on, itds part of our
incentivised heavily and that just creates this ongoing environment. Every one of us is incentivised
every month é nobody earns a fixed salary, so
you are in, 25 to 30% of your monthly salary is incentivised.

If you are part of the solution, you deserve to be rewarded for it.

é for a |l arge portion of the organisation who
by your overall KPA (Key Performance Area) score, of which, innovation is one.
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SERVICE PRINCIPLES, ATTRIBUTES, TOOLS, AND METHODS

Participant

Empirical extract

€ recognition is important, and recognition in a sense that, in those open forumsd even via e-mail
sometimes, you acknowledge and recognise the work that has been done by others, and publish it, so
t hat ikhotvrswithirethe brganisation.

Important to med that people have a diverse set of interests. Because | think that also gets you thinking
about things very differently and your ability to innovate when you see a wide spectrum of disciplines.

€ Everybody has got their o wtheirquokiness, ihich Ighink geeates 3
the sum of the parts.

Itds a collection of different roles, or di ff
we can provide better systems, processes, and experiences through the lens of innovation.

I have seen in the past, that some of the best product development ideas seldom come from product
development themselves. They come from other areas of the business, from operations or IT
(InformatonTec hnol ogy) or service é because they e
perspective.

You know when 3, 4, 500 people think about good solutions, you are bound to get a better solution
than one or two folks at the top trying to figure it all out.

| personally believe in the idea of team of teams. So, | am very aware in the organisation not to allow
silos and big walls between departments &

We build craftsinteams,and we share those crafts ar ountdamt
collaborations and multi-team projects, with representations from all sorts of different places, so that
thereds always a diversity of t houdeldarealwaysé¢nbagedr
and know whatés going on.

And building trust, especially if you start doing any trans-disciplinary work, where you want people to
talk to each other and innovate across boundaries, if you do not get people to trust each other at a
very high level, then it will not happen.

We can coll aborate across borders and across
is getting better and better to enable us to do that.

And giving people access that allows them to transfer knowledge quickly, across the business and
across geographies, because we are based all over the world and we want to be global in our mindset.
€ access to our newsl etters, our hapmerang ellsovef theo
worldd and then we have an Inside Track, sort of what's up and coming this season, this quarter, this
week. Interesting things that people want to engage withd and these are online talks, webinars, face-
to-face classes, so there's a multitude at local and sort of regional and then continental level of things
you can participate in.

So, we share a lot of that information with our employees, and we encourage them to go through
training, so that they can be empowered.

Our default position is to rather share information. It is better to trust people than not to trust people,
even though it carries some risks. So, people must know what is going on, regular communication,
regular e-mails, regular town hall sessionsandwebi nar s ¢é

But more than anything, that everybody has the resources to be able to not only do what they need to
do but share it as quickly as possible and learn as quickly as possible. Being able to have access to
different departments and different people at different levels, so that you not only have the information,
but you can feed the information up and down the line, because you never know where the innovation
is going to come from.

I think that informal structure, actually encourages information to flow freely throughout the business.
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SERVICE PRINCIPLES, ATTRIBUTES, TOOLS, AND METHODS

Participant

Empirical extract

[ have an idea of something thatoés not eve
across the board, where | can share ideas, get input on it, and even, if | have the appetite for it, take
upsomet hing and drive it going forward ¢é

The thing that happens with internal organisational innovation, is that people have ideas, and then
they have nowhere to voice them. They voice them, and nothing ever happens. So, we create teams
thatarereallyfocusedon i nnovation and our staff can | og
lab, where people log ideas and the innovation lab actually receives the ideas, acknowledges the
ideas, works with the person around unpacking the ideas, where needed.

€ have a platform where staff can raise ideas
products, what's not working in terms of our facilities, or whatever it might be, where we have people
who look at that feedback from an internal perspective, like people would look at customer feedback,
and make decisions on how we can improve. We have various forums where we share best practices,
|l essons |l earnt over the years é and a technol
Googl e h&avwee all the product, or system, or bes

Knowledge management is governed at Tauby a dat abase, itds al most
itdofaué oa system, a digital pkingdff fo énd &l theirt iffoartatiore v e 1

€ innovation comes from analysing the current
the current products, in terms of what they were meant to do and how the customers are using them.

The worl d changes and obangetaodwe ges réal tene, great feedltadk frams
our staff &

é we |ike to build it while we fly it, becaus

We are extremely adapt abhl ¢hel tdhs ngst tdlaty we r

€ those people have the personalities to deal
and to be innovative themselves, to be thinkers, to be people who want to bring ideas to the table.
Who you bring in, results in what your innovation is going to look like down the road.

€ resilience, pr a o & thinkahat's really irapdréapt,tbecause we are in a fast
changing, incredibly volatile industry, at a very volatile time. So, people who are grounded and who
are pragmatic, thrive more than people who are not.

So, in culture we have got a saying, which relates to habits and behaviours, and what we often say is:
You need to act yourself into thinking differently, rather than thinking yourself into acting differently.

We have got people putting stickies up, and there is divergent and convergent thinking, and you are
brainwriting, and you are doing all of these
ambitions for clients right up front, or for Beta right up front.

Again, we are not <creating these products out
do you package it, bring it together, and then contract with the client, provide it as a service, so that
itds a seaml edsheexemdr iuessreade éf or

We never build a perfect product and then launch. What we will do, is work with our customers to make
sure that ités something that they-términd val ua

€ where customer s arsemethiod, bueve want tqpba gble to gse thefindings of
that. So, we can give them value for free, but we derive a value in learning from that process, having
those results on hand, that we can put into marketing collaterald take it to the future factory.
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SERVICE PRINCIPLES, ATTRIBUTES, TOOLS, AND METHODS
Participant Empirical extract
3 We encourage people who are part of our organisation to buy our products, because that way they
get to use the service and experience the ser
q € become a client yourself and then understan
é it ispaiscmple é the people in the busines:
¢ through the typical experiences that customers go through, and sometimes, you can identify really
simple things which can significantly improve that.
€ t hey ar e odkiogros diffarent ways toldo things, to improve the quality of the work we are
2 doing, and to improve the way in which we are doing it.
¢ We have a continuous i mprovement el ement bui
platform, where employees can suggest improvements and changes.
€ there's this constant feedback | oop thatos |
] experts in place to receive that feedback, to act on that feedback, and then to get it back into the live
environment é itds about the organisational d
But | think, your majority of high-energy, younger consultants, who are really driving some of the
® momentum, maybe not the expertise, the momentum behind some ofourinnov at i ons &
candidate who just |l oves to solve a problem é
We need a healthy sprinkling of young thinkers and people that are pushing those boundaries and that
3 is challenging our more traditional type world.

Source: Compiled by author.

The key empirical extracts derived from the engagements with service practitioners, as
presented in Table 24 above, offered the following constructive insights relating to service

innovation as more focused on the employees of the firm:

1 Service practitioners agree that even before consideration is given to the needs and
wants of customers, they consider the needs and wants of employees. As such,
employees are regarded as the f i r imérsal customers, with priority given to the
purpose of employees, and the alignment thereof with that of the firm, their personal
and organisational well-being, as well as the support and empowerment provided on

the part of the firm towards more meaningful employee engagements and experiences.

1  This focus on employees initiates with their recruitment and appointment, as
highlighted by service firm Tau: Who you bring in, results in what your innovation is
going to look like down the roada Consequently, leading service firms recruit and
appoint employees who believe in the purpose of the firm and their contribution towards
that purpose; who share the values and mindsets of the firm; and who align with the

culture of the firm. In view of that, service firms Airecruit for cul tur
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t h er e dbwewer, this is not to say that employee knowledge and skills are not
important, but rather to place an emphasis on the firm-employee alignment necessary
in terms of culture. Along with the recruitment and appointment of employees for
culture, knowledge, and skills, leading practitioners actively seek employees who are
future focused and future fit, challenge the status quo, are self-driven, resilient,
pragmatic, and adaptable, have entrepreneurial mindsets, are problem-solvers, and
are diverse in their thinking. Additionally, employers seek those who have the ability to
relate and work with others to maximise effective and productive human interaction

and benefit all employees, the service firm, its customers, and partners.

Following the purposeful recruitment, selection, and appointment of employees,

service firms create an environment to invigorate the purpose, values, mindsets, and

culture of the firm among its employees. This environment is fuelled by a culture of
innovationd a fertile environment for innovation it h at i nfl uences you
innovative, because everything around you works i n t h i Accomdiagyyoservice
firms fAf os tfaciitate ithpnowvide platformsiar it, reward for it, and recognise
peopl e ltfiscarcultureg ob co-creation, that evolves around human interactions,

social connections, and relationshipsd one that upholds the code of Ubuntu, meaning
humanity to others, 0 | amub ec wdtisarsazial structure or informal culture
support ed , brganisational fstruetured which guides the manner in which
individuals work together, their behaviours, interactions, customs, and norms. It entails

a social and organisational structure, where titles and honorifics are not commonly

used in day-to-day settings, but, rather employed in more formal contexts. Such a
structure also includes informal employee groupings or teams and are readily
fashioned for cross-functional and interdisciplinary collaboration and problem-solving.

Here, employees have unfettered access to senior management and leadership to

share ideas and participate in decision-making; wher e i ndi vi dual s6 pe
valued; and where self-expression, experimentation, and trail-and-error learning are

encouraged.

In this regard, the leadership of the firm plays a significant role. Leadership sets the
tone,it hey | i ve t he val  ubewsleadly exarpk, aodrdgpanthes at i o
gualities WwWhmt ®Hig breed i n your organisatic
e mu | altisdeaders who demonstrate a profound belief in human potential, human
interaction, and social connections. As such, they create and develop a healthy culture
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which evolves around human-centredness, and organises business operations as a
constellation of teams, coming together around a shared purpose and mutual goals. It
is leaders who understand the capabilities of individual employees, and utilise these
understandings to merge individual capabilities with opportunities. In addition, these
understandings facilitate diversity in thought and innovation across organisational
boundaries by incorporating different individual capabilities and perspectives into
cross-team and multi-team partnerships. By understanding the capabilities, strengths,
and weaknesses of employees, leaders are directed in terms of the employee support
and development required, both as individuals and collectively as teams within the firm.
Leadership, therefore, support, empower, and encourage employees in a holistic
manner, which speaks to their concern for employee well-being and development, as

well as the facilitationofe mpl oyee experiences that are

More specifically, these leaders establish a safe space in which to learn. They
encourage employee feedback and honour it. They invest in the development of
employees through mentorships, coaching, and training, and provide platforms for it.
They acknowledge, incentivise, and reward employees based on performance, and

they build trust among employees by sharing information openly and honestly.

In addition to the leadership of the firm, practitioners highlighted the importance of
organisational structures, systems, processes, and platforms, as well as the resources
and technology in support thereof. Specifically, an informal organisational structure,
along with systems, processes, and platforms, that facilitate continuous improvement,
communication, collaboration, employee feedback, and the sharing and management
of information and knowledge. In this regard, practitioners noted the significance of
regular and relevant communication and engagements with employees, in particular,
e-mail correspondence, online talks, webinars, face-to-face interactions, and town hall
sessions. Moreover, these practitioners make use of innovation platforms and

innovation labs, whereby employees can voice their ideas, and where innovation

teams fireceive the ideas, ac kempoydestdupmackt h e

t he i dneoaderda facilitate idea generation, development, and management,
leading service practitioners consolidate innovation platforms with knowledge
repositories. In this regard, a single digital database, serves as a centre of knowledge

and a collaboration space towards unified goals and a shared purpose. This central,

digital database,i s often referred to as t hesetingr més
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that it stores and organise information, contains a broad range of information from

various sources, is continuously updated with the latest data and information, and is
accessible to all employees. In particular, it includes: i pr oduct , Ssystem,
practi ce ;rleed, aagionale sokdtinental and global trends; updates and

learnings from senior management; and the latest employee and team contributions in

terms of innovation. Additionally, it allows for multiple and continuous feedback loops,
facross the business avhich ermlie emglggeegte anglysa p hi e

~

current data in real ti me, act on it, and i

The data therefore, tells a story. It relays a narrative of where the firm is and where it

needs to be. In other words, it affords an account of the desirability, feasibility, and

viability of current firm structures, systems, processes, and solutions, in relation to the

needs and wants of customers, together with the developments and trends observed

in the market. Accordingly, this narrative serves as a starting point for innovative

thinking and acting. In thisregard, servicefrmMur ef erred t o the foll o
need to act yourself into thinking differently, rather than thinking yourself into acting

di f f e rTleahis tb say, service firms can exert control through choice and action,

which brings them one step closer to dvhat-ought-to-bed By taking action, a new frame

of reference is built, and consequently, a new way of thinking i ai med at c hat
existingsi t uati ons i n t(Smop,1988:65) Rroenc practical petspective,

leading service firms utilise several methods and tools to assist employees to act their

way into different ways of thinking. At the outset, employees are encouraged to
become customers of the firm. By purchasi n
use the service and experiencethkreefsere| c
through the typical experiences that Cust c
funder stand where the pitfalls areo, and 1id
i mpr ov eln ddditar, l@ading service firms employ typical design thinking tools

and methods for problem exploration and idea generation. Even though firms may

differ in the application of the specific tool or method employed, most practitioners
expressed the significance of utilising visualisation tools, methods to create customer

empathy, co-creation activities, and the use of rapid prototyping and testing. In

essence, the application of these tools and methods are summarised by service firm

Beta, as f Wé Hawewa peopie putting stickies up, and there is divergent and

convergent thinking, and you are brainwriti
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A

but ités stuff that really works well to fl
Betari ght u pln drderoto tesi the ideas and concepts developed in these
collaboration sessions, leading practitioners make use of affordable experiments. In

ot her words, they fAnever build a pecrdaect pr
early prototypes of services and test these with employees and customers. A useful

way to encourage testing, in particular customer testing, is to offer the prototypical

services to customers at no charge. Even though this might seem counter-intuitive from

a financial perspective, the value lies in the findings of these experiments. This is
explained by service firm Beta:

€ where customer s arssmethimg, buewe want tqpba gbie togisef o r
the findings of that. So, we can give them value for free, but we derive a value in
learning from that process, having those results on hand, that we can put into
marketing collaterals take it to the future factory.

This process of learning is not merely confined to the testing phases of innovation, but
also incorporated once new or renewed offerings are implemented. It is, therefore, a
continuous process of | earning, adaptgeson, a
and customersod6 expectat i andisemplogeesare expecttdh e s e
to change too. In this regard, service firm Omega, explained:/@ we | i ke t o bui

we fly it, because innovationa s only ever

Resultant from the summarised findings noted above, several conclusions are derived in
terms of service innovation as more focused on the employees of the service firm. Congruent
with the conclusions made for service innovation as more systematic and focused on the
firmds customer s, a focus on employees initia
leading service firms recruit, select, and appoint employees who believe in the purpose of
the firm and their contribution towards that purpose; who share the values and mindsets of
the firm; and who align with the culture of the firm. The culture of the firm is one of innovation
and co-creation, which evolves around human interactions, social connections, and
relationships. In particular, a human-centred philosophy, which recognises that first priority

should be given to the employees of the firmtof ul fi I the firmds purpos

The employees of the firm are considered to be its internal customers. As such, priority is

given to: (1) their purposes and the alignment thereof with that of the firm; (2) their support
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and empowerment by providing guidance during times of uncertainty, and affording the
necessary infrastructure and resources for business and innovation activities; (3) their
personal development through mentorships, coaching, training, and career path planning;
(4) their organisational well-being by establishing and maintaining a work environment that
contributes to their health, safety, and welfare; and (5) their recognition, through financial
rewards, as well as non-financial incentives, such as personalised acknowledgments from
leaders and colleagues (Singh et al., 2020:501; Tajeddini et al., 2020:12; Wrigley et al.,
2020:141). In addition to these employee commitments, imperatives, and responsibilities
assumed by the firm, it is also the employee-specific attributes that effectuate productive
human interaction and innovation effectiveness. Accordingly, leading service firms actively
seek employees, who are future focused and future fit; who challenge the status quo; who
are self-driven, resilient, pragmatic, and adaptable; who have entrepreneurial mindsets, are
problem-solvers, and are diverse in their thinking; and who have the ability to relate and
work with others to benefit all employees, the service firm, its customers, and partners
(Dell'Era et al., 2020:328; Micheli et al., 2019:137; Pande & Bharathi, 2020:14).

The human principle of design, as discussed above, along with the principles of ambiguity,
tangibility, and redesign, are explicated in terms of four fundamental drivers for innovation
and value creation, which is focused on the employees of the firm. These drivers comprise
of the following factors: (1) the environment of the service firm; (2) the organisational
structure of the firm; (3) the leadership of the firm; and (4) the supporting methods and tools
utilised by the firm. At the outset, leading service firms create a fertile environment for
innovation; that is, an environment that invigorates the purpose, values, mindsets, and
culture of the firm among its employees. It is an environment fuelled by a culture of
innovation, which infiltrates all activities and processes, and so, influence employees to act

the same, as everything in the firm works in this way.

Il n support of the fertile environment for
structure is employed, creating a culture that is flexible, adaptable, and collaborative
(Wrigley et al., 2020:141). In this regard, employees work in diversely skilled work groups,
such as cross-functional and interdisciplinary teams, where there is free and open
communication among group members (Gero & Milovanovic, 2020:29; Sjodin et al.,

2020:489; Tajeddini et al., 2020:12). Moreover, itis a structure and culture where employees
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have unfettered access to senior management and leadership to share ideas and participate
in decision-making; wherei ndi vi dual s®& perspecti v-egpressiong Vv al
experimentation, and trial-and-error learning are encouraged (Hameed et al., 2021:11;
Liedtka, 2014:41; Pande & Bharathi, 2020:14). As such, the leadership of the firm plays a

significant role.

The firmds | eader s s e.tThey leas byoexagnale and dispiaythea | t o
gualities that people want to emulate. It is the leaders of the firm who demonstrate a

profound belief in human potential, human interaction, and social connections. It is the
leadership of the firm who encourage change, and a culture of improvement, learning, and
innovation (Singh et al., 2020:499; Tajeddini et al., 2020:12). | t i's the firmobs
provide employees with a future direction, who eliminate barriers between employees and
departments, and thus, organise operations as a constellation of teams, coming together

around a shared purpose and mutual goals (Wrigley et al., 2020:141).

In addition to the environment, organisational structure, and leadership of the firm, leading
service practitioners highlight the importance of systems, processes, and platforms to
facilitate employee communication, feedback, collaboration, and information and knowledge
sharing. In this sense, several methods and tools of significance are noted. These consist
of a blend of both technological and non-technological means (Tajeddini et al., 2020:12). At
the outset, regular and relevant communications and engagements with employees are
facilitated, by way of e-mail correspondence, online talks, webinars, face-to-face
interactions, and town hall sessions. Moreover, the use of innovation platforms and
innovation labs empower employees to voice and share their ideas, and partake in the
development thereof, with the assistance of dedicated innovation teams and field experts

within the organisation.

Innovation platforms are linked to knowledge repositories to permit a single digital database
which serves as both an innovation collaboration space and a centre of knowledge. The
centre of knowledge, whichis|l i kened to the firmbds inclndeer nal
information on current service offerings, system and best practice resources, local, regional,
continental and global trends, updates and learnings from senior management, and the

latest employee and team contributions in terms of innovation. As such, the central database
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allows for multiple and continuous feedback loops across the firm and beyond its
boundaries. Consequently, employees are enabled to analyse data in real time, act on it,
and feed it back into this live environment. In this regard, the taking of action is accentuated.
That is to say, employees are encouraged to act their way into thinking differently, and, as
a consequence, changefe xi sti ng situat i onSmon, 198&67)pTo ¢his
end, the typical tools utilised for design thinking have proven to be particularly useful. These
include: visualisation tools, such as brainwriting; journey and mind mapping methods, in
particular, employees who become customers themselves; brainstorming sessions, which
deliver a forum for divergent and convergent thinking, as well as interdisciplinary and cross-
functional collaboration; and rapid prototyping and testing, wherein affordable experiments
are created in the form of draft service solutions and tested with customers and employees
to attain further insights (Liedtka, 2014:41; Micheli et al., 2019:137; Thompson & Schonthal,
2020:93). Given that all design is redesign, the implementation of new or renewed services
and service is considered to be a learning launch (Liedtka, 2014:41). In this sense, itis a
continuous process of learning, adaption, and development, and so, a new cycle of problem

exploration, idea generation, and exploration for innovation and value creation commences.

6.3 CONCLUDING FRAMEWORK FOR SERVICE INNOVATION AND VALUE
CREATION

The research findings and conclusions, as discussed in Section 6.2, align with the gap
identified in the literature and the accompanying research questions. The research findings
and conclusions, which were linked the extant body of knowledge, contribute to an improved
understanding of service innovation and value creation that is more comprehensive,
systematic, and focused on the customer and employee resources of the firm. In particular,
it allowed for the development of a more comprehensive framework to include: (1) the
purpose of the firm, and so, its existential questions of meaning, values, and views; (2) the
wicked problem context of service innovation, along with the contextually informing and
resource enabling actors and means for problem-solving under conditions of uncertainty; (3)
the design thinking process of problem-setting and solving for innovation and value creation;
and (4) the service innovation and value forms created by the proposed systematic
approach. The systematic approach for service innovation and value creation is illustrated

in Figure 22 (on p. 164). The illustration of the systematic approach, titled: The 4F
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Framework for Service Innovation and Value Creation, is further detailed by a tabled
summary (Table 25, p. 164), and a discussion of its main constructs. These constructs, also
denoted as the phases of the approach, include the focus, frame, function, and forms of

service innovation and value creation.

Figure 22: The 4F framework for service innovation and value creation

4F FRAMEWORK

FOR

SERVICE INNOVATION
AND
VALUE CREATION

Source: Compiled by author.

Table 25: The four constructs for service innovation and value creation

Construct Construct defined Foci

Aligning the purpose, values, and mindsets of the firm with
employees, customers, and other value-creating partners.

Employeesband cust omer sd emoti onal

with, and involvement in the service firm, and so, the fir
The purpose of the

firm, existential commitment in its establishment and development.

Focus questipns of Establishment and development of a fertile environment for
meaning, values, and | innovation, encompassing: a 6fl at o and i nf
views structure, and a culture that is flexible, adaptable, and collaborative;

leadership with a profound belief in human potential, human
interaction, and social connections; and technological and non-
technological means that enable communication, feedback, and
information sharing.
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Construct

Construct defined

Foci

a2  Frame

\\V 7,

The wicked problem
context of innovation,
addressed through
effectual logic

The individual and collective capabilities of the leaders and
employees of the firm, comprising of spiritual intelligence, emotional
intelligence, and business intelligence.

Effectual logic, whereby leaders and employees: take control of an
uncertain environment and unknown future reality; leverage
contingencies for innovation; employ available means; build and
maintain customer relationships and value-adding partnership
networks; and understand the needs and wants of the customer
contextually and holistically.

Resource integration and co-creation for innovation that is purpose-

The design thinking driven, human-centred, and means-enabled, towards learning,
process of problem- evaluation, selection, adaption, and progressive change.
éé Function setting and solving ) o .
for innovation and The phased process of design thinking, comprising of problem
value creation exploration, idea generation, prototyping and testing, and the learning
launch.
The quality factors for service solutions, that is: customer
) commitment and market fit; resource availability and synergy;
Value solutions of innovation communicability and simplicity; and operational
purpose, superior transparency and openness.
A§ Forms performance, and

The desirability, feasibility, and viability of service solutions and the
value forms created in terms of contextual, experiential, use,
exchange, and social value.

sustainable impact

Source: Compiled by author.

The 4F Framework, as illustrated in Figure 22 (p. 164), and explicated in Table 25 (p. 164),
portrays service innovation and value creation as social and collaborative, directed towards
learning, adaptive behaviour, and progressive change, and so, mutual value creation. It is
an approach that is as emotional as it is rational, to strike a balance between solutions that
are desirable to people, technically feasible, and financially viable. It is an approach and
development process that is purpose-driven, human-centred, and means-enabled for
service solutions of purpose, superior performance, and sustainable impact. To this end, the
cyclical approach initiates with the purpose of the firm, and the alignment thereof with the
purposes, values, and mindsets of employees, customers, and value-creating partners. In
t he fii

employee-centred and, by default, customer-centred. This focus on employees, and thus a

particul ar, a focus is placed on r moés

A

focus on customers, are enabled by: the establishment and development of a o6 f | at 6

~N

informal organisational structure; a flexible, adaptable, and collaborative organisational
culture; leaders who have a profound belief in human potential, human interaction, and
social connections; and technological and non-technological means which enable

communication, feedback, and information sharing.
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Following the purpose of the firm, the subsequent phase comprises the contextually
informing and resource enabling service frame within the wicked context of service
innovation. In this regard, a focus is placed on the individual and collective capabilities of
the firmbds wor k $poituatistelligence, empotiandl intelligdnee,rand business
intelligence. In addition, an emphasis is placed on taking action, that is, taking control of an
uncertain environment and unknown future reality. Accordingly, leaders and employees
leverage contingencies for innovation, employ available means, build and maintain customer
relationships and value-adding partnership networks, and take actions to understand the
needs and wants of the customer in a contextual and a holistic manner. In other words, the

service firm makes use of effectual logic and its guiding principles.

Subsequent to the contextually informing and resource enabling service frame, whereby a
preliminary narrative for innovation is formed, the function of resource integration and co-
creation for innovation is initiated. In this regard, the initial innovation narrative is further
developed and explored. To this end, the phased process of design thinking is employed,
consisting of four phases: (1) problem exploration; (2) idea generation; (3) prototyping and
testing; and (4) the learning launch. Moreover, the process incorporates the principles of
design, its associated core attributes, as well as desi gn t hi nki ngos

methods.

Consequently, the phased process of design thinking enables the firm to create novel and
contextually relevant service solutions, meaningful engagements with employees,
customers, and service partners, and the architecture of value-adding practices, processes,
and systems. That is to say, the creation and development of valued solutions of purpose,
superior performance, and sustainable impact. Accordingly, these value forms mark the final
phase of the 4F Framework, and the commencement of a new cycle for service innovation
and value creation. Specifically, a new cycle, derived from the learning launch, with services
and service evaluated in terms of: customer commitment and market fit; resource availability
and synergy; innovation communicability and simplicity; and operational transparency and
openness. Additionally, and most significantly, these service solutions and value forms are
scrutinised in terms of its congruence with the purpose of the firm, and the achievement of

that purpose.
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The 4F Framework, as conferred above, contributes to both theory and practice. At the
outset, the framework affords a broadened viewpoint of service innovation research, with
the inclusion of effectuation theory and the design thinking methodology. Accordingly, this
broadened view does not only expand and clarify service-dominant logic, but also
incorporates the logics, principles, and processes of effectuation theory and design thinking
to facilitate a better understanding of service innovation and value creation. This is not only
important for cumulative knowledge development in the research field of service innovation,
but also significant to service firms engaging in innovation activities and processes. In this
regard, the proposed framework allows practitioners to consider the various complexities of
service innovation in a holistic, yet structured and simplified manner. Moreover, the
framework incorporates a structured approach and practical tools and methods to address
the complexities and disjointed nature of service innovation, as portrayed in the extant
literature, and experienced by many practitioners. This is achieved by the four constructs,
or else, structured phases of the 4F Framework, which includes the focus, frame, function,

and forms essential to the establishment of effective innovation and value creation.

The research findings, conclusions and the recommended framework emphasise the
significance of the customers and employees of the firm, and support the call from
researchers to afford a more focused approach on these resources. To this end, both
effectual | ogi ¢, and designbés phased pro
guidance to scholars and service innovation practitioners. In particular, the study shows that
leading service firms are fundamentally employee-centred and, by default, customer-
centred. Moreover, the concluding findings identified four significant drivers towards a
human-centred and co-created approach for service solutions of purpose, superior
performance, and sustainable impact. Accordingly, the environment of the service firm, the
organisational structure of the firm, the leadership of the firm, and the supporting methods
and tools utilised by the firm guides practitioners in establishing and developing a social and

collaborative approach towards mutual value creation.

6.4 LIMITATIONS OF THE RESEARCH

The limitations of the study should be kept in mind when interpreting the findings.

Notwithstanding, the richness of the conveyed findings, the researcher acknowledges some
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limitations, notably with regard to the selected research design. Even though the qualitative
research design proved to be well-suited for the investigative purposes of this study, it has
its limitations. In particular, it is context-dependent and, overall, non-generalisable, thus
necessitating that findings be understood and interpreted in terms of the specific social world
being studied. For the purposes of this study, a purposive sampling technique was employed
to incorporate the best in industry, attain meaningful insights, and contribute to the body of
knowledge. However, the sampling was limited to service firms in South Africa, and was
restricted to four branches of industry. In addition, the research design incorporated a cross-
sectional approach, which may introduce biases, due to the issue of temporality.

Given the researcheroés constructivist beliefs
meanings, purposes, and understandings human actors attach to phenomena. Accordingly,
the attainment of objectivity, in an absolute sense, is implausible. Despite the fact that the
researcher employed the trustworthiness criteria of credibility, transferability, dependability,
and confirmability in order to establish greater rigour in the research findings, it remains
subject to biases. That is to say, without explicitly allowing that personal beliefs, values, and
views influence the research process and findings, it should be acknowledged that personal
biases may have influenced the manner in which the findings were interpreted and
conveyed. During the data analysis process, several frameworks were developed, modified,
and discarded to incorporate new insights and facilitate an improved understanding of
service innovation and value creation. The final conceptual framework relied on the
resear cher 6s ,unardnalysis of therdvieweg and examined literature, as well
as the insights provided by the research participants. Consequently, the interpretation and
employment of the framework should allow for potential biases, which is an obvious
limitation to the research findings.Over al |l , t he researcher bgeliev
and the advantages provided by the framework, outweigh the stipulated limitations. In turn,

these limitations, provide avenues for future research.

6.5 AVENUES FOR FUTURE RESEARCH

Ensuing from the above noted limitations of this study, avenues for future research may

include the following:
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1 Future studies could investigate and re-examine the findings and framework in terms
of other contexts. These contexts may include geographies other than South Africa,
additional branches of industry, as well as other fields of studies, such as theories of

product innovation and value creation for manufactured goods.

1 Prospective research may also employ a different research design. This may include
a case study research approach to generate an in-depth understanding of the
multifaceted and complex nature of service innovation and value creation.
Alternatively, quantitative methods, which involve larger samples, may contribute to
the generalisabi |l i t ynadditontnmixedsmetBodsuresgacismay i nd i r
be especially useful in understanding potential contradictions between quantitative
results and qualitative findings.

1 Resear ch schol ars may also collect |l ongitudi
over time, any changes therein, as well as the relevance and stability of the framework

over different time periods.

6.6 CONCLUSION

In this chapter, the research findings and conclusions were presented. Both the findings and
conclusions were discussed in ter msweaeflnkedhi s s
to the gap identified in the body of knowledge, and the overall purpose of the study. In
ful fil ment spufpose, b coacluding tramngwiork was proposed. This framework
established a more comprehensive, structured, and focused approach to service innovation
and value creation. In turn, the contributions to theory and practice, in terms of the
concluding findings and the recommended framework was noted. In addition, this chapter
afforded clarification regarding the limitations of the research, and offered potential avenues
for future research. The researcher trusts that these avenues for future research, along with
other paths derived from this study, and identified by fellow scholars, will be pursued,

towards cumulative knowledge development for service innovation and value creation.
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Date

LETTER OF INTRODUCTION AND INFORMED CONSENT FOR PARTICIPATION IN
ACADEMIC RESEARCH

Department of Business Management

CREATING VALUE THROUGH SERVICE INNOVATION: AN EFFECTUAL DESIGN THINKING
FRAMEWORK
Study conducted by: Ms L. Schuld Study supervised by: Prof A.J. Antonites
E-mail: lindie.schuld@gmail.com | E-mail: alex.antonites1@up.ac.za
Phone: +27 (0)79 912 5991 Phone: +27 (0)82 894 6602

Dear Sir/Madam
You are invited to participate in an academic research study, titled: “Creating value through service
innovation: An effectual design thinking framework”, conducted by Lindie Schuld, a PhD student at
the University of Pretoria. The purpose of the study is to investigate how service innovation could be
more systematic, and focused on customer and employee resources in an aim to solve customer
problems and, as such, create customer and organisational value.
| believe that you have the necessary expertise and experience required to provide key insights into
this area of study. | would greatly appreciate your participation in this study by agreeing to be
interviewed on the subject matter.
It is important to note the following in terms of the invitation to participate in the study:

1. Participation is voluntary and may be withdrawn at any time without penalty.

2. Participation involves being interviewed by Ms L. Schuld from the University of Pretoria.

3. The interview will assume a semi-structured approach.

4. The duration of the interview will range between 45 to 60 minutes.

5. The researcher will take written notes during the interview and will make use of an audiovisual
recording.

Faculty of Economic and Management Sciences . .
Private Bag X20 Fakulteit Ekonomiese en Bestuurswetenskappe

Hatfield 0028 Lefapha la Disaense t3a Ekonomi le Taolo
South Africa

www.up.ac.za/lbcom
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6. Data obtained during the interview will be treated as confidential and will be reported without
the use of identifiers.

7. The results of the study will be used for academic purposes only and may be published in an
academic journal. A summary of the findings will be available upon request.

The researcher and the study’s supervisor will be available throughout the research process to
address any questions or comments regarding the study.

Kindly confirm your agreement to participate in the study by completing the consent form attached.
In addition, please indicate your availability to be interviewed during the months of May and June
2020.

Thank you for your kind consideration.

Regards,

Lindie Schuld

PhD Candidate: Department of Business Management
University of Pretoria

E-mail: lindie.schuld@gmail.com

Phone: +27 (0)79 912 5991
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Faculty of Economic
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INTERVIEW CONSENT FORM

Department of Business Management

CREATING VALUE THROUGH SERVICE INNOVATION: AN EFFECTUAL DESIGN THINKING
FRAMEWORK

Study conducted by:
E-mail:
Phone:

Ms L. Schuld
lindie.schuld@gmail.com
+27 (0)79 912 5991

Study supervised by:

Prof A.J. Antonites
alex.antonites1@up.ac.za
+27 (0)82 894 6602

| agree to participate in the academic research study, titled: “Creating value through service
innovation: An effectual design thinking framework”, conducted by Lindie Schuld, a PhD student at
the University of Pretoria. | understand and agree to the terms of my participation as an interviewee,

which are set out below.

1. Participation is voluntary and may be withdrawn at any time without penalty.

2. Participation involves being interviewed by Ms L. Schuld from the University of Pretoria.

3. The interview will assume a semi-structured approach.

4. The duration of the interview will range between 45 to 60 minutes.

5. The researcher will take written notes during the interview and will make use of an audiovisual

recording.

6. Data obtained during the interview will be treated as confidential and will be reported without
the use of identifiers.

7. The results of the study will be used for academic purposes only and may be published in an
academic journal. A summary of the findings will be available upon request.

Participant's Signature

Researcher’s Signature

Date

Date
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INTERVIEW GUIDE

Department of Business Management

CREATING VALUE THROUGH SERVICE INNOVATION: AN EFFECTUAL DESIGN THINKING
FRAMEWORK
Study conducted by: Ms L. Schuld Study supervised by: Prof A.J. Antonites
E-mail: lindie.schuld@gmail.com | E-mail: alex.antonites1@up.ac.za
Phone: +27 (0)79 912 5991 Phone: +27 (0)82 894 6602

| Interview details |

Interview number: Date:
Organisation: Start time:
Participant: End time:

| Introduction |

Thank you for taking the time to meet with me today. Your contribution to this research is much
appreciated.

The title of this research study is: “Creating value through service innovation: An effectual design
thinking framework”. The purpose of the study is to investigate how service innovation could be more
systematic, and focused on customer and employee resources in an aim to solve customer problems
and, as such, create customer and organisational value.

Service innovation, in this context, is defined as: “The creation of a new or renewed service concept,
process, or business model, which requires the continual interactions and integration of internal and
external resources available to the organisation, in an aim to solve customer problems and, as such,
create organisational and customer value”. Accordingly, service innovation is categorised as follows:
1. Output-based, referring to a new or improved service concept or attribute;

2. Process-based and experiential, referring to novel or enhanced ways to deliver the service;

3. And systemic, referring to the integration of various stakeholders to enable more cost-effective
and centralised solutions.

Faculty of Economic and Management Sciences
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| would like to confirm that the interview will be treated as confidential and, as such, you are

encouraged to share your views freely.

Before we commence with the questions around service innovation, may | request that the

demographic information sections are completed?

Faculty of Economic
and Management Sciences

Demographic information

Organisation

Founding year

Number of employees

Annual revenue (R'000)

Please specify < 1,000 < 10,000
1,000-5,000 10,000-50,000
5,001-10,000 50,001-100,000
> 10,000 > 100,000

Participant
Age group Gender Ethnicity

21-30 years Female African

31-40 years Male Asian

41-50 years Prefer not to say Coloured

51-60 years Indian

61-70 years White

Education Current position Tenure at current position

Higher certificate
Diploma

Bachelor's degree
Postgraduate diploma
Master’s degree

Please specify

<1 year
1-5 years
6-10 years
> 10 years

Doctorate
Faculty of Economic and Management Sciences
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