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Jukka Kaartinen 


Developing an Experience Proposition - Case Hyvä Huomen 
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The purpose of this thesis was to examine and elaborate the concept of a value proposition 
 into an experience proposition that might be more suitable for the understanding of the pur-
 pose of the company’s service provision and the desired customer experience for both the 
 customer and service provider. A focal company that operates hotel chains in Finland was 
 used as a case example. Experience proposition in itself is a new concept that this thesis 
 aimed to clarify for future service research and implementation into use. This thesis provided 
 an overview on the whole case project but focused on how the insights were used for the for-
 mation of the conceptual model of antecedential elements of an experience proposition. 


The theoretical foundation of this thesis was based on understanding the customer-dominant 
 logic, customer experience and how they influence the value formation. The role of the em-
 ployees in both the formation of experiences and value was also examined. A human-centered 
 service design process was used to understand the customer’s world and how value is formed. 


The service design process used the IDEO Human Centered Design toolkits model as a guide 
 and the included stages were Hear and Create. 


In the research part of the thesis linked to the Hear stage of the design process, methods such 
 as themed interviews and an online survey were used. The analysis and modelling of the data 
 in the Hear stage was done using affinity mapping. The insights gained from the research was 
 used to iterate the original customer journey into a new and condensed version and into clear 
 definitions on what forms value for the customer and the service provider and what meaning 
 they had on the customer experience. The aforementioned customer journey and value for-
 mation data was used in addition to the theory to form a conceptual model of an Experience 
 proposition. The conceptual model was examined in relation to the theory. The conceptual 
 model is the first version of the conceptual model of antecedential elements of an experience 
 proposition. 


This thesis offers both practical and scientific value for the case company and service devel-
 opers. The holistic use of the service design approach and methods in developing hospitality 
 and accommodation services provides practical value for the case organization in identifying 
 what forms value and providing insight into the use of service design in the design of accom-
 modation services. The scientific value is related to examining the value formation of cus-
 tomer-dominant logic in relation to the customer experiences and the role of engaged em-
 ployees in the formation of both experiences and value. The conceptual model of anteceden-
 tial elements of an Experience Proposition this thesis introduces needs to be tested in future 
 research. 


Keywords: Customer-dominant logic, customer experience, conceptual model, employee 
engagement, value formation 



(4)Laurea-ammattikorkeakoulu  Tiivistelmä 
 Degree Programme in Service Innovation and design 


Tradenomi (YAMK) 


Jukka Kaartinen 


Kokemukseksellinen lupauksen kehittäminen - Case Hyvä Huomen 


Year  2017   Pages   90 


Tämän opinnäytteen tavoitteena on tarkastella ja täsmentää arvolupauksen käsitettä kohti 
 kokemuksellisempaa lupausta, joka voisi olla käytännöllisempi yrityksen palvelutarjoaman ja 
 halutun asiakaskokemuksen ymmärtämiseen, niin asiakkaan kuin palvelutarjoajankin osalta. 


Hotelliketjuja operoivaa yritystä käytettiin suunnittelun esimerkkinä. Kokemuksellinen lupaus 
 itsessään on uusi käsite, jota opinnäytetyö pyrkii selventämään tulevaisuuden palvelututki-
 mukseen ja käytäntöön. Opinnäytetyö tarjoaa katsauksen koko esimerkkinä käytettyyn pro-
 jektiin, mutta keskittyy siihen, kuinka tutkimushavaintoja voidaan käyttää kokemuksellisen 
 lupauksen ja sen muodostumisen edellytysten konseptuaalisen mallin luomiseen. 


Opinnäytteen teoreettinen viitekehys perustuu asiakaskeskeisen palvelulogiikan, asiakaskoke-
 muksen ja niiden arvonmuodostukseen olevan vaikutuksen ymmärtämiseen. Opinnäyte tarkas-
 telee myös henkilökunnan roolia niin arvon kuin kokemuksenkin muodostumisessa. Asiakkaan 
 maailmaa sekä arvonmuodostusta selvitetään IDEO:n palvelumuotoilun ihmiskeskeistä suunnit-
 telumallia hyödyntäen ja sen muokatun version Kuuntele ja Kehitä vaiheita hyödyntäen. 


Opinnäytteen tutkimusosassa, joka liittyy suunnittelumallin Kuuntele-vaiheeseen, käytetään 
 työkaluina teemahaastatteluja, valmiiden aineistojen tulkintaa sekä yhteiskehitystyökaluja. 


Tutkimustiedon analysointi ja mallinnus Kuuntele-osassa tehdään käyttäen samankaltaisuus-
 kaaviota. Tutkimuksesta saatujen havaintojen avulla alkuperäistä asiakaspolkua iteroidaan 
 uudeksi, tiivistetymmäksi malliksi sekä selkeiksi määritelmiksi mikä luo arvoa niin asiakkaalle 
 kuin palveluyritykselle ja mikä merkitys niillä on asiakaskokemukselle. Edellä mainittua asia-
 kaspolkua sekä arvonmuodostuksen ymmärrystä käytetään myös Kokemusehdotuksen konsep-
 tuaalisen mallin luomiseen. Tätä mallia peilattiin opinnäytetyön teoriaan. Malli on ensimmäi-
 nen versio kokemuksellisesta lupauksesta ja sen edellytyksistä. 


Opinnäytetyö tarjoaa käytännöllistä arvoa kohdeyritykselle ja palvelukehittäjille. Palvelumuo-
 toilun ja sen menetelmien hyödyntäminen hotellialalla luo lisäymmärrystä majoituspalvelun 
 suunnittelussa.Teoreettinen arvo kumpuaa asiakaskeskeisen palvelulogiikan arvonmuodostuk-
 sen tarkastelusta suhteessa asiakaskokemuksiin sekä sitoutuneen henkilökunnan roolista asiak-
 kaan kokemus-ten ja arvon luomisessa. Kokemusehdotuksen konseptuaalista mallia on tarpeen 
 testata seuraavissa tutkimuksissa. 


Avainsanat: asiakaskeskeinen palvelulogiikka, asiakaskokemus, arvonmuodostus, työntekijöi-
den sitoutuminen, konseptuaalinen malli 
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(6)has become one of the trend topics in business. A Google search with the keyword Customer 
 Experience yields over 66 million answers. In today’s hectic and fast paced world customer 
 experience has gone from a way to distinguish your company and offering from the competi-
 tion to the main differentiator. Customer Experience is emphasized because it can provide 
 value for the customer as well as the company. This is done through differentiation and a me-
 ticulously designed customer experience elements are a powerful way for differentiation.  


The former being said, just by focusing on the customer experience is not enough to differen-
 tiate companies. The underlying basis for the customer experience is customer-centric think-
 ing and in a larger context this connects with the paradigm shift where the theoretical discus-
 sion is moving away from the Goods-Dominant Logic and towards a Service- and Customer-
 dominant business logic. (Vargo & Lusch 2004; Heinonen et al. 2010). In these business logics, 
 the companies’ offerings have no value until the offering has been used and that the service 
 experience is a long-term, context bound process (Vargo & Lusch 2004; Vargo & Lusch 2008; 


Heinonen et al. 2010).  


This thesis provides a view into customer experience and its value creation in the business 
 context of clients hotel chain. It provides an overlook into the process for understanding how 
 the customer sees value in a defined part of the hotel stay and how these insights are turned 
 into propositions. Customer-dominant business-logic is examined in the context of the theory 
 of customer experience and value formation. This theory is then combined with Service De-
 sign methods and tools to provide a new conceptual model for defining the desired customer 
 experience.  


1.1  Background, objective, and purpose of the thesis 


This thesis is part of a series of development projects currently underway in the case organi-
 zation. They all aim to enhance the customer experience of the hotel chain, and they are also 
 part of a shift in the mindset of developing services within the team that is responsible for 
 the development and supervision of the hotel chain. The thesis is based on the case study 
 work for the development of Hyvä Huomen, roughly translated into English as Good ‘morrow. 


Through that the aim of this thesis is to understand what the customers’ value in the defined 
part of the hotel experience and how the hotels could influence the value formation.  



(7)Objective of this thesis is to introduce the Customer Dominant logic as a contemporary busi-
 ness logic and examine the implications it has on customer experience and value formation in 
 a hospitality business setting. The viewpoint in the thesis is customer-dominant view on expe-
 rience and the support of value formation. In that context the hotel guests are seen as the 
 customers who determine the value of the service through value-in-use and the customer ex-
 perience is seen in a larger context than just the pre-service, service, post-service cycle that 
 usually dominates the discussion on the formation of customer experience (Heinonen et al. 


2010). Customer Dominant logic literature provides a lot of theoretical backgrounds and this 
 thesis aims to use those in service business context as a driver.  


Purpose of this thesis is to examine and elaborate the concept of a value proposition into an 
 experience proposition that might be more suitable for the understanding of the purpose of 
 the company’s service provision and the desired customer experience. Experience proposition 
 in itself is a new term that this thesis aims to clarify for future service research. This thesis 
 provides an overview on the whole case project but focuses on how the insights influenced 
 the formation of the conceptual model of experience proposition and its antecedential ele-
 ments. 


Research questions of the case project are: 


  What are the elements of the Hyvä Huomen (a good morning) experience 


  What creates value for the customer and their ideal experience of Hyvä Huomen 


  Can the service provider affect this experience and if so, how 


Also, the research questions of the thesis are: 


  What is the role of the employee in experience and value formation 


  What elements influence the experience proposition 


  How can an experience proposition be formed 


Prototyping and implementation of the case projects outcomes as well as the conceptual 
 model have been excluded from this thesis. 


1.2  Key concepts of the Thesis 


This thesis evolves around several key concepts and from those three are the focal concepts. 


However, for the comprehension of the thesis it is imperative that the reader has an under-
 standing on all of the key concepts and why the focal concepts have been chosen. 


Design thinking has several different views on its nature but after Tim Brown made the term 
famous in his book Change by Design (2008), it can be agreed that it is a mental-model and a 
framework where the designer methods ways of thinking about problems in business are used. 



(8)It is a creative and strategic process that is centered around humans that makes it human-
 centered. This is achieved by understanding the user’s needs and/or experiences for inspira-
 tion and ideas, utilizing an iterative process of thinking and reasoning and thus providing an 
 end result of a service or product that is an invented choice instead of discovered truth 
 through analytical thinking (Beverland et al. 2015, Gobble 2014). In the context of this thesis 
 Design Thinking is the underlying mental model for the use of Service Design methods for cre-
 ating the conceptual model for an experience proposition. 


Service Design is a holistic approach that helps the organization to detect the potential of 
 strategic possibilities, to innovate new services and to improve the existing services. Service 
 design combines design thinking with traditional service development methods. It is an evolv-
 ing field that in itself is not an innovation but a new way of combining old tools and methods 
 into a new framework. It is concrete action that aims to create services with the customers 
 that are feasible and  economically, ecologically and socially viable and fill the customer’s 
 needs and expectations. (Tuulaniemi 2011, 24-25.) 


Service-Dominant logic is a contemporary business logic that’s origins can be traced to 2004 
 when Stephen Vargo and Robert Lusch published their first article about the subject. Service-
 Dominant Logic has a foundation around the principle of organizations, markets and society 
 being mainly focused about the exchange of services which they see as the exchange of dif-
 ferent competencies for the benefit of the customer. It is evolved around the concepts of 
 value-in-use and co-creation of value and this differentiates it from the Goods-Dominant 
 Logic which has been the dominant business logic and that has been evolved around the con-
 cepts of embedded value and value-in-exchange that means that the value is embedded in 
 the product, determined by the manufacturer and value is realized when the product is ex-
 changed for means of payment. (Vargo & Lusch 2004, Gannage 2014.) Service-Dominant logic 
 is further explained in chapter 3.1.  


Customer-Dominant Logic is a contemporary business logic and a managerial perspective on 
business and marketing that has challenged Service-Dominant logic. Its origins can be traced 
to 2010 when Kristiina Heinonen published her article on the subject. Customer dominant 
logic differs from Service-Dominant Logic in that it doesn’t draw a strict separation between 
products and services but sees them both as the basis for value. Customer-Dominant logic also 
emphasizes marketing as the foundation of business, not just a part of an organization’s func-
tions and Customer-Dominant Logic guides the managers into understanding the customers 
and markets. By doing this it enables the service providers to grasp how their products and 
services become embedded in the customer’s lives. (Heinonen & Strandvik 2014.) Customer-
Dominant logic is a focal concept and is further explained in chapter 3.1. 



(9)Brand is a company’s strategic asset that is the key to a long-term performance and success 
 (Aaker 1988, 1) and brand can be viewed as immaterial capital such as the service providers 
 reputation (Juholin 2010, 127). The brand has been viewed as a set of recognizable and 
 unique items such as the name, logo or symbols that differentiate one brand from another but 
 it should now be viewed as a holistic way of thinking that guides the company’s action 


(Malmelin & Hakala 2011, 17-18). Trout (2000) has claimed that the company needs to differ-
 entiate itself from the competition or it might perish and he also claimed that virtually any-
 thing could be a source of differentiation. The need for differentiation has risen from the 
 pressure of the more crowded markets. This has led to the shorter lifespan of products which 
 in turn has shifted the company’s attention to the relationship between customers and brands 
 (Malmelin & Hakala 2011, 27). In the context of this thesis the importance of brand is what 
 Payne et al. (2009) wrote “suppliers need to incorporate a full understanding of the custom-
 er's brand experience and how customers engage with the supplier's products and services 
 over time. In particular, the supplier has the opportunity to encourage the formation 
 of customer communities and motivate user innovation and design.” In other words, the 
 brand is an important part of how the service provider can interact with a customer and thus 
 enable co-creation with the customers. 


Employee engagement is a fairly new term among both the academics and the practitioners. 


It is a term that has received a lot of popularity among human resource consultancies and 
 now among the human resources departments of companies. Employee engagement has some 
 of the traits of older terms of organizational research, but is not a term solely made of them. 


Engagement means high levels of involvement meaning passion and absorption in the work 
 and pride and identity of the organization as well as effective energy or enthusiasm and alert-
 ness and a sense of self-presence in the work. This means that an engaged employees identify 
 themselves with the organization and feels pride for working in it, feels that they can affect 
 the outcome of their work and can be involved in the decision-making. They are enthusiastic 
 and can promote the employer to others and to some degree they can be a competitive edge. 


(Macey & Schneider 2008.) 


Customer experience is not provided by a service provider, but the experience is formed in 
the reciprocal exchange of services. Customer experience requires an interaction between 
the service provider and the customer, and the beneficiary determines the value of the inter-
action. This interaction, however, is not necessarily physical and direct, but the interaction 
can also happen through in-direct interaction where the service provider cannot influence the 
experience. (Shaw & Ivens 2005; Verhoef et al. 2009; Vargo & Lusch 2008; Heinonen 2010.) 
Customer experience is a focal concept and is further explored in chapter 3.3. 



(10)Value formation has not been explicitly defined and has different definitions depending on 
 the view and business-logic of a given scientific article. Nevertheless it can still be defined as 
 a concept that can be perceived and constructed in different ways depending if the person 
 assessing the value creation is the provider or the customer. (Grönroos & Voima 2013, 133-
 136.) This is a view that is similar to that of customer experience where the experience is dif-
 ferent from actor to actor. Value formation is a focal concept and is further explored in chap-
 ter 3.3. 


1.3  Structure of the Thesis 


The first chapter introduces the reader to the topic. This chapter sets the research question 
 and provides an explanation why this topic needs to be examined. It also explains the primary 
 terminology of the thesis. 


The second chapter introduces the reader to the focal company and its hospitality chain man-
 agement, its practices and the way it deals with service innovation and value creation. This 
 forms the context for the thesis.  


The third chapter defines the theoretical framework that aims to explain the customer domi-
 nant logic and how it affects the views on customer experience and value formation. This also 
 deals with the employees’ pivotal role in both cases i.e. how the employee’s role affects 
 value formation in customer experience.  


The fourth chapter contains the empirical part of the thesis. It details the done case work and 
 introduces the reader to the used methods and tools, and it also separates the abstract and 
 concrete concepts because often in service design projects the two get mixed up to create 
 confusion. 


The fifth chapter then moves to define what an experience proposition could be based on the 
 theory, how it is different from a value proposition and what tools could be used to form an 
 experience proposition. 


The sixth chapter presents the conclusions of the research process. It also summarizes the 
contributions for service research are also summarized, and finally, prospects and implica-
tions for future research are presented. 



(11)2  Introduction of the client organization 


This thesis has been done for a large hotel operator in the Finnish market. It is part of a large 
 conglomerate that is based in Finland with operations also in Russia and the Baltic countries, 
 and it is a large employer in the private sector in Finland. It is comprised of several different 
 business sectors with the hospitality sector being one of them. 


(Case company yearly report 2016.)  


The client organization manages and developed the case hotel chain and different restaurant 
 concepts. This means that the main purpose of the client’s chain management is to function 
 as a developmental unit and development is seen as a holistic function meaning business de-
 velopment, financial development as well as service and concept development. (Case com-
 pany yearly report 2016.) The team responsible for the development of the case hotel chain 
 consists of four people, one of them being the team leader. There is one development man-
 ager and two concept managers. 


The client organization relies on a co-creative model for developing services. This, however, 
 should not be mistaken as a co-creation model that is described in the contemporary litera-
 ture on Service Design and Customer-Dominant logic but as a way of working together. The 
 traditional way within the client organization is structured so that the client organization 
 does development on any given tasks and at some point of the process people from the hotels 
 are brought in as they are significant stakeholders by doing the actual operational work and 
 having the financial responsibility.  


The described model for development has been the way for many years, and it has provided 
both good and bad results. The main dilemma in this way of working has been the absence of 
a current voice of the customer this meaning that the customer’s voice has been brought in 
through customer surveys, complaints and social media. The end-customers have not been ac-
tive participants in most of the development of services, only in the recent years has the end-
customer been more actively connected to the development process (Concept manager, in-
terview 18 May 2017). As the depicted customer information is important information, it is 
always historical data, and through that data, it is not easy to find out the customers actual 
needs and what creates value for the customer. One of the biggest restrictions in this tradi-
tional view has been the unwritten rule for “Getting it right the first time” meaning that any 
project was presumed to be a success right out the gate although this is almost impossible 
and what Blank and Dorf described as their fifth rule: “no business plan survives first contact 
with customers” (Blank & Dorf 2012). This has resulted in a development that has been risk 
avoiding, and therefore the resulting services have sometimes been bland in the previous 
years.  



(12)Companies have become to realize the importance of customer experience in the recent 
 years and as Pine and Gilmore argued in 1999, customer experience can provide enormous 
 economic value for companies. As Trout (2008) described, a company needs to differentiate 
 itself, or otherwise it shall perish. Customer experience has been seen as a powerful way for 
 differentiation. This has also been true for the case conglomerates service sector where cus-
 tomer experience was made a strategical point of emphasis a few years ago. This shift in the 
 sectors strategy has in part led to different changes in the need for the development of the 
 customer experience as well as a new way of viewing the development work done in the or-
 ganization (Director of field operations, Interview November 2013). 


The previously depicted development model has been challenged during the few recent years. 


This is due to the realization for the rising demand to connect the customer more active par-
 ticipant because customer experience has been part of the strategy for the past few years. 


Although customer experience has been emphasized in the strategy, this has not resulted in 
 significant changes in the way development work has been organized and done. The use of 
 service design in the client’s concept team leads to new fresh views on development. (Con-
 cept manager, interview 18 May 2017.)  


During 2016 total of three different projects were launched, all aiming towards bettering the 
 offered hotel experiences. What was different with these projects, the all had a design think-
 ing basis and were done by using service design methods and tools. One of the projects was 
 part of the concept managers own studies in service design related to developing the break-
 fast products, one of the projects was lead by a facilitator from Laurea University of Applied 
 Sciences aimed at developing the hotel room and its amenities and one was done as part of 
 this thesis. The most interesting part of these projects was that they all involved the team 
 members in a completely new way and they were very experimental in nature. This means 
 that different methods were courageously tested without any guarantee on how they might 
 actually work. This was mostly due to the given permission to fail, one of the main insights 
 into a new way of developing services. 


The fact that the projects were allowed to fail resulted in a new way for trying out methods 
and also integrating the customer deeply into the whole process. As the projects were done 
from different angles of the service design and human centered design processes, they 
yielded lots of insight into how service design could be integrated into the teams DNA. One of 
the desired outputs of the project relating to this thesis was to describe a flexible and effi-
cient development model for future use. The development model is not part of the scope of 
this thesis. 



(13)As an outcome of these different projects the way the team views development at the mo-
 ment has changed and it is viewed as a customer focused development work. All in all the 
 several different projects have managed to shift the perception of development work towards 
 a much more co-creative model. (Concept Manager, Interview 18 May 2017.) The two other 
 projects have been more concrete in their outcomes in comparison to this project that has 
 produced a new development model and has outlined the Experience Proposition Model.  


3  Combining Customer-Dominant logic with Customer Experience and Value  


As mentioned before, customer experiences have become a driver for business success and 
 differentiation in crowded markets. Customer Experiences are holistic in nature and they in-
 volve customer’s responses to the retailer in a cognitive, affective, emotional, social and 
 physical way. Therefore the retailer cannot control all the elements that are involved in the 
 creation of a customer experience. Part of the creation of customer experiences is service in-
 terfaces part of the service person. (Verhoef et al. 2009.) Therefore it is important to study 
 the role ef employees and their role in value and experience creation. Employee engagement 
 is argued to lead to higher productivity, profitability and customer satisfaction as the employ-
 ees are emotionally attached to their organization (Markos & Sridevi 2010).  


Service-Dominant logic by Vargo and Lusch determines that a shift is needed from traditional 
 Goods-Dominant Logic where the product is the most important thing in business and value is 
 embedded in the product and the provider decides the value to the Service-Dominant view 
 that value is co-created and reciprocal in nature i.e. the customer receives value from the 
 use of product as it solves the customer’s problem and the provider receives value from the 
 customer, monetary or other. (Vargo & Lusch 2004.) This view, however, is still a provider-
 dominant logic where the company provides something for the co-creation of value and there-
 fore dominates the co-creation.  


Customer-Dominant logic is a truly customer centric view and center of interest is how the 
company’s service can become embedded in all the aspects of the customer’s life (Heinonen 
et al. 2010, 533). Because this view is coherent with the views on customer experience crea-
tion of Verhoef et al. (2009), therefore Customer-Dominant logic (later CD Logic) has been 
chosen as part of the theoretical framework for viewing customer experience and value crea-
tion. The research area is composed of customer experience, customer-dominant service logic 
and the role of employees in experience and value formation and it creates the theoretical 
framework (Figure 1).  



(14)Figure 1: Research area of the thesis 


3.1  Customer-Dominant logic as an emerging business logic 


Several researchers have questioned the traditional Goods-dominant business logic. Goods-
 Dominant Logic is deeply rooted in the manufacturing industry and is a traditional provider-
 dominant logic. This means that it is based on goods or products and the value is determined 
 in the exchange of resources. This means that the product has a pre-determined value that 
 has been embedded in the product during the production (Vargo & Lusch 2008; Heinonen et 
 al. 2010). This logic has been questioned by the emergence of Service-Dominant logic where 
 value cocreation concept is introduced and which means that “value  is defined by and co-
 created with the customer rather than embedded in the product” (Vargo & Lusch 2004, 6) and 
 that “Goods (both durable and non-durable) derive their value through use – the service they 
 provide” (Vargo & Lusch 2008, 7). Therefore according to Vargo & Lusch’s Service-Dominant 
 logics foundational premises (2004a, 2008), all economies are service economies. It implies 
 that the companies can no longer provide value for the goods they deliver but that they de-
 liver services and that for those services the companies or enterprises can only offer value 
 propositions and the value is co-created in interaction with the customer through the value 
 proposition (Vargo & Lusch 2008, 7).  


Service-Dominant Logic sees the role of the customer as a coproducer of value by stating as a 
 foundational premise that “Customer is always a coproducer” (Vargo & Lusch 2004, 10-11). 


However Service-Dominant logic also implies that the customer can be involved in the entire 
value and service chain (Vargo & Lusch 2004, 11). With this, the authors argue that it is up to 
the provider to either let the customer into the process or not to let them in and therefore 
the Service-Dominant logic is a provider-dominant business logic (Heinonen et al. 2010, 533). 



(15)Service-Dominant logic has been challenged Service Logic by Grönroos (2008). Service Logic 
 can be viewed to possess some customer-dominant aspects apart from Service-Dominant 
 logic. (Heinonen & Strandvik 2013, 474-475). Even though Service Logic has customer cen-
 tered properties, it is still focused on the value-in-use. This means that it views the value-in-
 use that the customer creates the value through experiences and the firm or provider still 
 produces and delivers resources and processes that have potential value for the customer 
 (Grönroos & Voima 2013, 137). This interpretation argues that the provider still provides some 
 resources or services that are assumed to have value for the customer and therefore Service 
 Logic is still very much a provider-dominant business logic. 


Even the previous business logics do not cover the role of the customer completely. The fact 
 that customer-dominant logic views value being relative on multiple levels and that it is al-
 ways personal and relative (Heinonen et al. 2010) combines the service-logic and the view 
 that customer experience is a holistic process. Therefore this business logic should be seen as 
 an intricate part of the customer experience creation, the value formation of the customer 
 experience. The different business logics are presented in table 1. 


Table 1: Value formation in different business logics 


In the context of Customer-Dominant Logic, the value of the experience is determined by 
 value-in-use through value in context. This means that the customer’s context including the 
 past, present and imagined future experiences in evaluating the new experience is always 
 present and is one of the determinants in value-in-use. In an everyday setting, the company 
 can only provide the most meaningful entity of services and products for the customer. The 
 customer receives value through the experience and the way the company provides a solution 


Business Logic Provider centricity Value formation


Goods-Dominant Logic Provider centric


Value-in-exchange. Value is embedded in the product during 
 manufacturing and value is created the exchange of the 


product. The service provider determines the value.


Service-Dominant Logic Service provider centric


Value co-creation. Value is experienced in the reciprocital 
 process of doing something for and in conjuction with 
 another party. Service provider and the customer are equal 


in value creation and thus co-create value.


Service Logic Service provider centric


Value-in-use.  Value-in-use is the value for customers, 
 created by them during their usage of resources. Value is 


both created and determined by the customers.


Customer-Dominant Logic Customer centric


Value-in-use through value in context. Value emerges in 
 customers’ practices, in everyday life processes by using 
 both goods and services. Value-in-use also includes mental 
 activity. Value-in-context is inherently included and earlier 
 experiences are always present as an invisible context. Value 


in context is thus inherently integrated in the value-in-use 
 evaluation. Value is formed, not created and the service 


providers role is to support this value formation.



(16)and in return the customer creates value for the company in the form of financial value. (Hei-
 nonen & Strandvik 2015.) In real-life terms this can be simplified as that the customer decides 
 whether the service entity actually has any value e.g. will he stay at Hotel A or B due to the 
 customer experience. 


3.2  Customer Experience 


Before defining the customer experience, it should be understood what an experience is. The 
 Merriam-Webster Encyclopedia (Merriam-Webster 2017) defines experience as “something 
 personally encountered, undergone, or lived through” and “the conscious events that make 
 up an individual life“. The Oxford Dictionaries (Oxford Dictionaries 2017) defines experience 
 as “an event or occurrence which leaves an impression on someone” and “practical contact 
 with and observation of facts or events”. Finally, the Collins Dictionary (Collins Dictionary 
 2017) states that “Experience is used to refer to the past events, knowledge, and feelings 
 that make up someone's life or character”. Combining these definitions the definition of ex-
 perience in this thesis is understood as an event, occurrence or feeling that is personally en-
 countered and which leaves an impression on someone, either the person enabling the experi-
 ence or the person gaining the experience, and these experiences make up an individual life. 


Also, the experiences can be either negative or positive but a positive experience is the de-
 sired outcome. 


Pine and Gilmour (1998) view experience through two dimensions, where the first describes 
 the participation of the actor and the second one the connection that unites the actor with 
 the event or occurrence. In the participation dimension, the spectrum goes from passive to 
 active participation. In the connection dimension the spectrum goes from absorption to im-
 mersion. These two dimensions form the Four realms of experience as shown in figure 2 (Pine 


& Gilmore 1998). In the figure, there are placed examples on how different events fit in the 
model so that the model can be more easily understood. 



(17)Figure 2: Four realms of experience (adapted from Gilmour and Pine 1998) 


This figure illustrates how experiences are formed in different contexts. An actor can have an 
 experience even though their participation in it is passive. On the other hand the actor can 
 either absorb the experience or immerse in it. These form two different kind of experience. 


Therefore through this it can be argued that context and actors participation are always a 
 factor in the experience being formed and consumed. 


A service does not provide an experience, but the experience is formed in the reciprocal ex-
 change of services. In other words customer experience requires an interaction between the 
 service provider and the customer and the beneficiary determines the value of the interac-
 tion. This interaction, however, is not necessarily physical and direct but the interaction can 
 also happen through indirect interaction where the service provider cannot influence the ex-
 perience. This kind of indirect interactions can for example be a conversation with a friend 
 who has an experience of the service provider or reading an article or a peer review from for 
 example Yelp or Tripadvisor. Customer Experiences are a blend of an organization’s physical 
 performance and the senses stimulated and emotions evoked, and each of them are intui-
 tively measured against customer expectations across all moments of contact. (Shaw & Ivens 
 2005; Verhoef et al. 2009; Vargo & Lusch 2008.) Also, the provider should strive to understand 
 how it can create customer satisfaction. This is achieved by understanding what the customer 
 is doing with the services provided and then providing a service so that the customers can 
 achieve their goals. (Heinonen et al. 2010, 532-534.) 


Customer experience is delivered in an omni-channel setting encompassing the total experi-
ence, meaning that it includes the search, purchase, consumption and after-sale phases of 
the experience (Verhoef et al. 2009). Therefore customer experiences are part of everyday 
life of the customer and merges into the customer’s life. Customer experiences arise from the 



(18)customers own activities and experiences are continuously accumulated (Heinonen et al. 


2010, 532-535). In short, the customer experience is the totality of experience the customer 
 has with the service provider. Customer experience is not merely a single event but a sum of 
 different observations and choices by the customer in both direct and indirect contacts with 
 the service provider. The service provider cannot decide what kind of experience the cus-
 tomer experiences but the service provider can choose what kind of experiences it wishes to 
 enable for the customer, especially what emotions it chooses to evoke. (Heinonen et al. 2010, 
 537.)  


In a study conducted by Walker Information, Inc. in 2013 they argued that customer experi-
 ence will bypass both product and price as the main differentiator. They also claim that com-
 panies that try to manage the customer experience. (Walker Information Inc. 2013.) It is im-
 portant to understand that in this thesis the management of customer experiences means 
 that the elements that are based on information about the customer needs are delivered in 
 the best manner and management does not mean an effort to control the customer. The ele-
 ments that form the experience are a bundle of products or benefits that a company offers 
 customers and which solve the customer’s problem or satisfies the customer’s needs. These 
 are called value propositions which in turn are the reason customers turn to one company 
 over another (Osterwalder & Pigneur 2010, 22). This statement is very close to goods-domi-
 nant logic by implying that the companies offering is the reason customers choose a service 
 provider (Ojasalo & Ojasalo 2015). Therefore the value proposition needs to be studied in the 
 CDL context and this is done in Chapter 3.4.  


We also need to understand the relationship between the customer and the brand and how 
the customer’s perceptions of the brand could influence the customer experience and its 
value (Verhoef et al. 2009, 37). In Shaw and Ivens’ Seven Philosophies (2005) the link between 
a brand and a customer experience is clearly stated in that the customer experiences are the 
embodiment of the brand. Customer’s expectations of the brand and the perceived experi-
ence is how the customer judges the value of the experience (Klaus 2015, 6).  The way a ser-
vice provider can relay to the customer what it aims to provide is through a brand. Brand is 
not considered to be just a set of logos or other tangible artifacts, but it is the promise of 
what the company stands for and offers to the customer (Farnham & Newberry 2013, 66). A 
study conducted by Fournier found that people were not just buying brands because they 
work well or they like them but because they add meaning to their lives, either in a func-
tional or an emotional level (Fournier 1998). In addition to Fourniers study, Aggarwal adds the 
notion that people can share a relationship with brands that reflect the nature of human rela-
tionships. Human relationships are communal relationships where people do not expect a 
prompt repayment for their service or benefits given (Aggarwal 2004, 88-89). This kind of re-
lationships provide the customer feelings and if they are positive in nature, the brand is 



(19)providing emotional benefits. These emotional benefits add richness and depth to the cus-
 tomer’s relationship with the brand and in turn can result in a different experience than with 
 another similar product that doesn’t provide these benefits (Aaker 1996, 97) and in turn this 
 can be a differentiation from the competition as Trout (2000) claimed. 


Adapting from the Seven Philosophies for Building Great Customer ExperiencesTM by Shaw and 
 Ivens (2005) great customer experiences are a source of long-term competitive advantage and 
 are an embodiment of the brand. They are created by consistently exceeding customer’s 
 physical and emotional expectations in areas that drive value. They are differentiated by fo-
 cusing on stimulating planned emotional responses and enabled through inspirational leader-
 ship and an empowering culture and empathetic people who are happy and fulfilled. Great 
 customer experiences are  designed “Outside In” rather than “Inside Out” meaning from the 
 customer’s point-of-view. Great customer experiences generate revenues and can signifi-
 cantly reduce costs. This definition creates a ground for understanding that the customer ex-
 periences themselves can be branded and managed to a certain degree. Service providers can 
 choose to modify their interactions with customers once they can realize the activities that 
 have value for the customers. Innovative service offerings are likely to be formed through 
 these new insights and the co-creation of value (Ballantyne & Varey 2006). Researchers use 
 co-creation to describe customer-supplier dialog and interaction (Payne et al. 2009, 380) and 
 this kind of co-creation is the place where the value is created with all the contact points be-
 tween the customer and company being critical to value creation (Prahalad & Ramaswamy, 
 2004).  


Figure 3: Model of customer experience creation (adapted from Verhoef et al. 2009) 



(20)Customer experience creation illustrated in Figure 3 has been adapted from the conceptual 
 model of Verhoef et al. (2009). They made their conceptual model in retail setting and there-
 fore some of their model’s attributes were not relevant to this thesis. The adapted model de-
 picts how the aforementioned attributes factor into the customer experience. As depicted in 
 figure 3, the creation of the customer experience is a holistic process that entails cognitive, 
 affective, social and physical elements and as expressed earlier the service provider cannot 
 control the customer experiences the services provided but can choose the emotions it tries 
 to evoke. The experience can be branded where the organization aims to find out what the 
 customer values. This is different from what the customer wants. (Smith & Wheeler 2002). 


Based on what the customer values there can be an attempt to embed the offering into the 
 customer’s life (Heinonen et al. 2010). When this kind of dialogue is done with the customer, 
 the company can aim to provide the according service (Heinonen et al. 2010) and this service 
 can be then branded. The reason for the branding of an experience is to make the experience 
 consistent, intentional, differentiated and valuable. This, in turn, drives customer loyalty and 
 profits (Smith & Wheeler 2002, 15 – 17) and this is illustrated in figure 4.  


Figure 4: Branded customer experience ladder (adapted from Smith and Wheeler 2002) 


The opposition would be a random experience that is something that might happen once in a 
while but when a great experience has occurred to the customer once, it affects his/her per-
ception of the service provider for the next encounter. As we can see from figure 3, this is a 
part of the creation of an experience. If the new experience then is sub-par to the previous 
one, the experience can be a negative one. In figure 5 is an illustration of the perceived value 
of the experience. 



(21)Figure 5: Customers perceived value (adapted from Newberry & Farnham 2013) 


Figure 5 also takes into consideration the customer expectations of the service. Therefore it 
 can be deduced from figures 3,4 and 5 that customer expectations have an effect on the per-
 ceived value of the experience. The equation in figure 5 is not a mathematical one but one 
 used in managerial settings to illustrate the formation of perceived value in customer experi-
 ences.  


3.3  Value formation customer centric service logic 


IDEO Human Centered Design process is the underlying process used in the case project for 
 this thesis, and thus the exploration of value creation begins on the IDEOs process that drives 
 for solutions that are desirable, feasible and viable (IDEO, 7). This means that the solutions 
 solve customers problems and the solutions thus are desirable and viable means that it is pos-
 sible to produce. Tuulaniemi (2012) has illustrated the feasibility and desirability as customer 
 value. It means that the service provided needs to combine the customer view and the com-
 pany view and thus to find the viability of the service. The customer value defines how much 
 the customer is willing to pay for the service, how often they are willing to pay and will the 
 customer recommend the service. (Tuulaniemi 2012, 100-107.) This view combines customer 
 experience and business value and is illustrated in figure 6.  


Figure 6: Customer value (adapted from Tuulaniemi 2011) 



(22)Figure 6 describes what the desired value is in relation to the customer experience. However 
 it doesn’t explain how the value is formed and although the service should be desirable for 
 the customer, it fails to describe what the value for the customer is. Thus this illustration is 
 typical of a consultancy setting and the value creation is seen to be defined by the service 
 provider. Therefore the customer value is not in line with the contemporary business logics 
 SDL, SL and CDL and is most beneficial in describing the relation of customer experience and 
 business value in that the better the experience the more valuable the service. The value for-
 mation of SDL, SL and CDL are illustrated in table 1 in chapter 3.1 and also illustrate the dif-
 ference between them and Goods-Dominant Logic.  


This thesis uses CDL as the dominant logic, and in CDL the value formation is described as 
 value-in-use that is a broader view than what SD and SDL have (Heinonen et al. 2010). SDL de-
 scribes value co-creation to occur at the intersection of the customer and the service pro-
 vider over time and that the value can be assessed only by the customer in the consumption 
 and use of the service. This is also described to lead to the value to be created in the use of 
 the service and thus the term value-in-use is also part of the SDL lexicon (Vargo and Lusch 
 2006). SL describes the value to emerge in an interactive process meaning that the service 
 provider (or supplier) is a value co-creator when the interaction is direct during the custom-
 ers value-generating process. In SDL as well the beneficiary of the service (customer) deter-
 mines the value through value-in-use (Grönroos 2008; Heinonen et al. 2010). As mentioned, 
 CDL also views the value to be created through value-in-use but the customer and the emer-
 gence of value-in-use are mainly beyond the service providers or company’s sight and thus the 
 value emergence is invisible to the service provider or company. The value emerges through 
 the use of both goods and services in the customer’s practices in everyday life settings. (Hei-
 nonen et al. 2010.) 


In CDL the value emerges beyond the company’s visibility in three distinct respects: Time, 
 use, and context. Time is a factor because the customer’s time frame is much broader than 
 the company’s. The value is experienced before, during and after the use and therefore it ex-
 tends beyond the direct or indirect interactive process. Use is a factor because the value does 
 not emerge solely from the direct use of the goods and services but it encompasses both the 
 outcome and the process of the activity. This means that the use is also contextually experi-
 enced and this means that the outcome of the activity is part of the assessment of value. 


Context is a factor because the customer’s life is a part of the co-creation of value and value-
in-use assessment and value is part of a larger context of the customer’s life meaning that 
the past experiences as well as the collective social factors are always present during the 
value assessment. (Heinonen 2010.) 



(23)One of the biggest differences between SDL, SL and CDL have in how they view value is that 
 SDL and SL view value as something that is always created whereas CDL views value to be 
 formed through context and value-in-use. The notion of value formation is based on five dif-
 ferent conclusions: Value cannot be considered to be deliberately created but rather it 
 emerges through a process, value is created in the cumulated reality and ecosystem of the 
 customer, value encompasses multiple different personal and service-related value settings, 
 value is interpreted through experiential and phenomenological aspects, value is multi-per-
 sonal and to some degree collective and shared. The starting point to the value formation, 
 therefore, needs to be the customer’s reality and ecosystem. This leads CDL to argue that 
 value is formed in through a process that is not always active and that value formation is a 
 very complicated process in which emotions, values, behavior and attitudes of other people in 
 the customer’s life affect the value formation. The customer’s reality and ecosystem is re-
 flected in the process of value formation, and therefore value creation is not a valid concept 
 as in a passive process and/or complex context bound process no one is actively creating 
 value at every moment. The difference of a provider-dominant logic and CDL is that in the 
 first the service provider orchestrates the value creation where in CDL the customer is the ac-
 tor who orchestrates and dominates the value formation. (Heinonen et al. 2013.) 


In the academic study of CDL and customer centered value creation, there has been an at-
tempt to identify through five viewpoints how the value is formed. These viewpoints are how 
is value created, where is it created, when is it created, what is value based on and who de-
termines the value (Heinonen et al. 2013). This is illustrated in table 3.  



(24)Table 2: Dimensions of value based different research on customer centered value formation 


As illustrated in table 2, value is formed in a complex and contextual all-encompassing set-
 ting, where the companies need to understand how the customers live their life and the view 
 needs to change from the individual customer to a social and collective context and therefore 


Dimension of 
 value


Customer centered definition on value 


formation References


How is value 
 created


Value is formed in an emerging process and 
 is co-created between the service provider 


and the customer in a both active and 
 passive process. 


Heinonen et al. (2010)
 Heinonen et al. (2013)
 Helkkula et al. (2012)


Where is it 
 created


Value is created in both visible and 
 invisible processes and is formed in the life 


and ecosystem of the customer and is thus 
 related to the customers life. 


Alakoski & Tikkanen (2016)
 Helkkula et al. (2012)
 Heinonen et al. (2013)


When is it 
 created


Value is formed in an all-encompassing 
 process thatextends over an indefinate 
 time and is composed of past, present and 


imaginary future experiences being 
 temporal in nature and where the value is 


in the use and experience related to the 
 context of the consumption of the service.


Heinonen & Strandvik (2015)
 Heinonen et al. (2013)
 Grönroos & Voima (2011)


Helkkula et al. (2012)


What is value 
 based on 


Value formation is determined by the 
 customer and is based on the experience of 


fulfilment


Heinonen et al. (2013)
 Grönroos & Voima (2011).


Who determines 
 the value


Value formation is collective and 
 individuals make sense of the value in 
 relation to their context and the value unit 


consists of different configurations of 
 actors


Heinonen et al. (2013)
 Helkkula et al. (2012).


Who or What 
 destroys value


Value is co-destructed when the service 
 provider and customer have incongruent 
 views on which procedures, understandings 


and engagements should inform a specific 
 interaction. In the provider-customer 
 interaction resources such as skills and 
 knowledge that act on other resources are 


either intentionally or unintentionally 
 misused by either the customer or the 


service provider.


Plé and Cáceres, 2010
Echeverri & Skålen 2011



(25)it is as important to identify who the customers are as they have multiple different roles 
 throughout the day and their entire everyday lives. Therefore it is imperative for the service 
 provider to discover how the customer can embed the service provider into their lives, not 
 vice versa. (Heinonen et al. 2010; Heinonen et al. 2013; Grönroos & Voima 2012.) 


In relation to customer experience, Helkkula et al. (2012) have studied if the value can be 
 characterized as an experience. They have concluded in their study that value in experiences 
 is directly or indirectly experienced in the customer’s context of a phenomenological life-
 world. The customers make sense and experience value in an iterative way, and this value in-
 terpretation is influenced by past, current and also by future experiences. Therefore the 
 value is temporal in nature and is subject to change at any time and over time. (Helkkula et. 


al 2012.) Value is also a function of human experiences rather than service processes, and ex-
 periences come from interaction (Ramaswamy, 2010). These views are in nature similar to the 
 service logic value creation by Grönroos and Voima (2011). They have identified three spheres 
 for value to be created; provider sphere, joint sphere, and the customer sphere. In the pro-
 vider sphere there is potential value that is communicated through value propositions, in the 
 joint sphere the value is created in interaction with one each other and is considered to be 
 real value as the customer can invite the provider to co-create value, and in the customer 
 sphere the customer is the independent value creator and this value is considered to be real 
 value. Real value is considered to mean value-in-use. Although Grönroos and Voima (2012) 
 talk of value creation, they have identified that the company is not in charge of the value 
 created in value-in-use and that this happens in the customer’s sphere where the customer is 
 the value creator and the service provider is the value facilitator. These views are combined 
 with the value formation presented in table 2 and illustrated in figure 7. 


Figure 7: Adapting Service logic value creation, Customer-Dominant logic of service, and 
 value in experience into a combined model 


The figure aims to illustrate that value in experience is an all encompassing similar to service 
logic value creation. As mentioned in their article, the different spheres may overlap as the 



(26)process of value creation is not necessarily linear moving from the provider sphere through 
 the joint sphere to the customer sphere. Value may be created in the different spheres at 
 different periods of time. (Grönroos & Voima 2011, 140.) Therefore when combined with the 
 CDL some of the spheres overlap. And as past, current and imaginary future experiences im-
 pact the value being created (Helkkula et al. 2012) the value in experience moves through 
 the different spheres and stages of value formation. Figure 7 is based on the notions that 
 value is the result of an all-encompassing process that is contextual, temporal, shared and is 
 formed through experiences, either lived through or imaginary. Ramaswamy and Prahalad 
 (2004) compliment this view by stating that basis of value is co-creation of experiences and 
 that these experience are the brand that is co-created and that evolves with experiences 
 (Prahalad & Ramaswamy 2004).  


In addition to value being formed, value can also be destructed, especially co-destructed. 


This means that value co-destruction can be viewed as a significant feature of the provider-
 customer interaction (Echeverri & Skålen 2011; Plé & Cáceres 2011) and this interaction can 
 be either direct or indirect in nature (Plé & Cáceres 2011). Value is formed when the service 
 provider and customer have similar or congruent views on which procedures, understandings 
 and engagements should inform a specific interaction, and value co-destruction is the result 
 when the service provider and customer do not agree or do not have similar or incongruent 
 views on the mentioned aspects (Echeverri & Skålen 2011). Verhoef et. al (2009) have in-
 cluded the co-destruction in their conceptual model illustrated in figure 3. Although they talk 
 about the experience being co-destructed, it has been deducted that customer experiences 
 form value. Because of this, the aspect of value co-destruction based on incongruent views 
 can also be seen as a result from the customer gap of the Gaps Model by Zeithaml et al. 


(2012). In that model they argue that the customer gap means the difference between the 
 customer’s expectations and perceptions of the service. This can be due to the provider gaps 
 that are not knowing what the customer expects, not selecting the right service designs and 
 standards and not delivering accordingly and not matching the performance to promises 
 (Zeithaml et al. 2012). 


3.4  Value Propositions 


Value propositions have traditionally been associated with branding. There are several defini-
 tions of value propositions and the origins of the term can be traced to a McKinsey & Compa-
 nys project from the 1980’s and evolving from there on. In the beginning value propositions 
 were defined as something embedded in the product (Ballantyne 2011, 203-204) and from  
 academic discussion the view that Aaker (1996) defines the brand value proposition being as a 


“statement of the functional, emotional, and self-expressive benefits delivered by the brand 
that provides value to the customer” is a logical view for that time. Aaker (1996) also states 
that the brand’s value proposition should lead to a relationship between the customer and 



(27)the brand that drives purchase decisions. As this definition is very natural statement from the 
 academic discussion of its time, the context of branding that can be viewed to be rooted in 
 Goods-Dominant Logic because it emphasizes the role of the service-provider (Ballantyne et 
 al. 2011, 203-204), and so there needs to be a definition that is more suited to the context of 
 services.  


In a context of services, value propositions are to be seen as a reciprocal process where the 
 value proposition can be crafted in advance by any of the initiators of the interaction and 
 these value propositions act as a starting point for a negotiation. The negotiation is to be 
 seen as an interaction to create mutual benefits. This initial value proposition can be then co-
 created or co-evolved with the value being realized over time and the process of reaching an 
 agreement with customers or other beneficiaries either by work or by communication may be 
 of unique value in itself, and any participant can assess the value. The beneficiary's value as-
 sessment begins with an assessment of the fairness of any reciprocal value proposition. Co-
 ordinating a reciprocal value proposition continues until the proposals and essential details 
 are seen to make sense from their respective points of view. This preliminary value assess-
 ment might also include the value of knowledge gained, as well as the expected value-in-use 
 of any goods. Through this the communication is the basis for value creations. (Ballantyne et 
 al. 2011, 205.) The value propositions are always two-ways meaning that they need to pro-
 pose value for both the beneficiary and the provider (Ballantyne & Varey 2008, 344). In a 
 managerial point of view, value propositions should be viewed as statements that are the rea-
 son that the customers choose a specific service provider. The value proposition solves cus-
 tomer problems, or they satisfy the customer’s needs and do this by describing the benefits 
 that the customers can come to expect from the service provider. They are a bundle of bene-
 fits that the service provider offers customers and value propositions create value that can 
 either be quantitative in nature e.g. price or speed of the service or qualitative in nature e.g. 


design or customer experience (Osterwalder & Pigneur 2010, 22-23; Osterwalder et al. 2014, 
 6). This definition is rooted in GDL, but it is not in conflict with Ballantyne et al. (2011) when 
 the value proposition is seen as the starting point for the interaction that defines how the 
 value could be formed.  


Although this shift from GDL rooted value proposition to a value proposition of a service 
amends the first significantly, it is not sufficient in the context of CDL. CDL views value prop-
ositions as part of the offering to the customer. Offering in CDL is a generic concept in which 
the provider has designed and intends to provide/sell a holistic entity that contains both ma-
terial and immaterial elements to achieve its own goals. Within this entity, there is the value 
proposition as an immaterial element (Heinonen & Strandvik, 2015). Therefore the difference 
between SDL and CDL view on value propositions as SDL views that all that the service pro-



(28)vider can offer is value propositions (Heinonen et al. 2010) and CDL views it as a part of a to-
 tality of the offering (Heinonen & Strandvik 2015) and therefore goes beyond the narrow fo-
 cus of SDL. This view on value propositions bridges together value formation, customer expe-
 rience and the actions the service provider can take so that the customers would embed the 
 service into their processes which is the desired result of the service provider’s actions.  


As described before the value proposition is not the single most important part of the offer-
 ing, it is still an intricate part of what is communicated to the customer so that the customer 
 can then communicate back to the service provider. This communication is defined as co-cre-
 ation (Payne et. al, 2009, 380). The value proposition needs to have a purpose and a defined 
 audience and to achieve this it needs to be designed. (Osterwalder et al. 2014). Ojasalo and 
 Ojasalo (2015) have designed the Service-logic business model canvas (SLBMC) that brings the 
 customer into the focal point of the design. The canvas is similar in design to the original 
 Business Model Canvas by Osterwalder and Pigneur, but as that model is rooted in GDL, SLBMC 
 model is rooted in service and customer oriented logics. The model is a hybrid of the differ-
 ent logics as the business model canvases purpose is to illustrate the opportunities the service 
 provider has to influence the value creation. The business model canvas is important in rela-
 tion to the value proposition as it forces the service provider to consider the entire service 
 offering. The value proposition is preceded by an in-depth analysis of the customer’s world. 


SLBMC describes how the customers world needs to be examined in detail to find the explicit 
 and latent reasons for buying and by doing this it is possible to understand how the customers 
 world is constructed, how the offering can be embedded into the customers world and how 
 the value proposition thus can relate how the offering solves the customers problems. 


(Ojasalo & Ojasalo 2015.) 


3.5  Role of the employees in formation of customer experiences and value 


As mentioned in chapter 3, customer experiences are holistic in nature and are delivered in 
 an omni-channel setting. The case project for this thesis was done for an organization that 
 utilizes a lot of human labor in addition to self-service technologies, and therefore the role of 
 the employees in customer experiences needs to be explored. The customer experience 
 doesn’t improve until it is made a priority in the organization concerning all the functions. 


This is critical as when the management demands information about the experiences that are 
 to be enabled for decision making the employees understand the meaning of customer experi-
 ences for the company. (Meyer & Schwager 2007, 126.) 


A survey done by the Forum Corporation in co-operation with Performance Associates Meas-
urement asked consumers on different attributes that create a customer experience that 



(29)drives loyalty, and in this survey the people providing the service were rated as the most im-
 portant factor (Smith & Wheeler 2002, 101). The role of employees in customer experiences 
 can also be deduced from the Service Profit Chain which states that customer loyalty stimu-
 lates service provider’s growth and profit. Loyalty is the outcome of customer satisfaction 
 that is induced by the value of services provided to the customer, and dedicated and produc-
 tive employees who are happy, create value and therefore will ultimately drive the firm’s 
 growth. (Klaus 2015, 35-36.) This deduction is rooted in GDL but it is not in conflict with CDL. 


It emphasizes the role of the customer-facing people just as Heinonen et al. (2010) state that 
 the service company’s task is to support the customer’s creation of value and the service 
 company needs to manage its onstage and backstage actions for this task (Heinonen et al. 


2010, 535-537). Customer-facing people are understood as part of the onstage actions. 


What creates happy people? There seems to be no one reason, but employee engagement has 
 several positive outcomes (Markos & Sridevi 2010). Employee engagement has been a hot 
 topic in the past years, yet not too much academic research has been conducted in the field. 


(Saks 2006.) Markos & Sridevi (2010) argue that employee engagement leads to higher produc-
tivity, profitability and customer satisfaction and the employees are willing to go the extra 
mile for their employer as they are emotionally attached to their organization and are highly 
involved in their job. In organizations that have high capability to results and value the em-
ployees give six typical responses into their productivity: (organizational) fairness of manag-
ers, degree to which employees work is recognized, working with “winners”, opportunity to 
solve problems for customers, opportunities for personal development and appropriate com-
pensation (Heskett et. al 2003). Employees also need to be given permission to do everything 
in their powers for the customer’s best interest and this, in turn, will drive the employee loy-
alty towards the company (Smith & Wheeler 2002). Employee engagement has been described 
as a distinct and unique construct that is composed of several different components such as 
cognitive, emotional and behavioral components. A strong theoretical explanation can be 
found within the social exchange theory (SET). Kahn (Kahn 1990, ix)has also found that job 
meaningfulness, job safety, and the employee’s psychological availability is significantly re-
lated to employee engagement (Saks 2006). According to SET, engagement is related to a re-
ciprocal interdependency meaning that the employee’s engagement is related to exchange of 
economic and socioemotional resources (Cropanzano & Mitchell 2005). This means that when 
the employees receive these resources, they respond and repay the organization with higher 
levels of engagement. The resources that drive the engagement are defined as organizational 
support, jobs that have higher job characteristics and procedural justice. The higher levels 
these resources are provided to the employee the higher is the repayment that is job engage-
ment (Saks 2006).  



(30)To drive the previously described engagement the company needs to have and recruit the 
 right people and to train them in a way that they understand the experience that is unique to 
 the brand promise. To enhance the engagement the employees must be rewarded for the 
 right behaviors and this behavior must be driven from the top of the organization. (Smith & 


Wheeler 2002, 100-118.) In their study, Breevart et al. (2015) found a strong correlation be-
 tween employee engagement and leadership. This has also been the result of other studies 
 (Saks 2006; Strom et al. 2014; Popli & Rizvi 2014). There are several different leadership par-
 adigms, but two are common in most articles: transactional and transformational leadership 
 (Popli & Rizvi 2014; Strom et al. 2014; Zhang et al. 2014; Breevart et al. 2015). In transac-
 tional leadership, the managers and employees relationship is based on exchanges or transac-
 tions such as increasing pay, promoting or giving recognition in exchange for good work. In 
 transformational leadership, the emphasis moves from the individual gain to the group, and it 
 recognizes the importance of people and that the managers need to attend to them (employ-
 ees) and that these charismatic leaders deliver a positive and desirable vision for the future 
 and act as role models. (Bass 1990.) Transformational leadership has been found to be a sig-
 nificant factor in employee engagement, and it’s positive outcomes (Bass 1990; Zhang et al. 


2014; Breevart et al. 2015). Figure 8 illustrates the relationships between the style of leader-
 ship and characteristics that predict employee engagement. From that figure, it becomes evi-
 dent that transformational leadership style is the key to the employee engagement. 


Figure 8: Summary of relationships related to leadership style (adapted from Zhang et al. 


2014) 
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