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ABSTRACT

Recent developments in the literature central to the Service-Dominant (S-D)
logic perspective highlighted the importance of customer value. In this
perspective, value is seen to be created, determined and perceived by the
customer through use or ‘value-in-use’ which directly highlights the importance
of customer participation in the service delivery process. This study proposed a
framework which tested the relationship between customer participation and the
individual customer perceived value dimensions in an Internet-based self-
service technology (ISST) environment. Taking online travel service as the
study context, the model incorporated two aspects of customer participation, 1.e.
objective and subjective, antecedents of customer participation, and the

multidimensional-formative conceptualisation of customer perceived value.

Data were gathered from 175 respondents from the general public and 160
students in the UK. A confirmatory approach was used to validate the
measurement model in LISREL 8.54 and the structural model was estimated 1n
SmartPLS 2.0. The results supported the proposed conceptualisation which
indicated that customer perceived value is determined by customer participation.
The main theoretical contribution was demonstrated in the incorporation of the
subjective aspect of customer participation and the multidimensional-formative
conceptualisation of customer perceived value. By testing the causality between
customer participation and customer perceived value dimensions, the findings
highlighted that customers do include their participation as a determinant of
value which further supported the concept of value-in-use. With the two sample
groups found behaving differently in creating value from their participation on
travel websites, it further supported the fact that value is uniquely and

phenomenologically determined by the beneficiary. Understanding which value
dimension is mostly affected by customer participation will provide managerial
guidance in terms of enhancing or improving those dimensions that are poorly
or highly valued by their customers. By understanding the antecedents of

customer participation, online providers will benefit by setting appropriate

strategies to enhance their customer participation on the website.
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CHAPTER ONE
INTRODUCTION

1.1 INTRODUCTION AND BACKGROUND

Woodruftf (1997) argued that the next major source of competitive advantage would
be through the creation and delivery of superior value. For this reason, firms
regardless of size and orientation are trying to differentiate their service offerings
and find ways to create value (Shaw and Ivens, 2002). Recent literature argued that
value is not delivered to the customer in embedded goods and services; instead
value is co-created with the customer on the basis of use (Vargo and Lusch, 2004a).
Hence, “value 1s now centred in the experiences of consumer” (Prahalad and
Ramaswamy, 2004a, p. 137). This means, users of the service are playing an active
role as participants or co-creators and judges of the service value (Sandstrom,
Edvardsson, Kristensson and Magnusson, 2008). In the same vein, service providers
may also play a role in influencing the value creating experience by interacting and
communicating with the customer. For instance, participants in a weight loss
programme may interact with the facilitator from time to time in order to monitor

progress; hence achieving their ideal weight at the end of the programme.

However, with the emergence of technology advances such as self-service

technology, this conventional idea of human-to-human interaction which 1s
tantamount to service as labour intensive tends to lose its relevance in the present
situation. In addition, the four highly phenomenal service characteristics namely
intangibility, heterogeneity, inseparability and perishability or IHIP, which have
been discussed extensively in almost all marketing textbooks over the decade “are

no longer valid when technology is involved in producing the actual service”
(Sandstrom et al., 2008, p. 113). Arguably, self-service technologies (SSTs) which
include machine-based such as ATMs, free standing kiosks, self-service checkout at
supermarkets, telephone assisted services as well as Internet-based services and
‘iPhone Apps’ are providing benefits for customers to ‘do it themselves’. As a

consequence, the customer-employee interaction which is highly associated with
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the heterogeneous nature of service is no longer relevant. Of these types of SSTs,
Yen (2005) argued that the Internet-based SSTs (ISSTs) are providing greater
opportunities and potentials for self-service due to the wider features/activities. This
is supported by the ubiquity of the Internet, i.e. 24/7 availability, which has
completely abandoned the temporal and spatial requirements relative to the
traditional brick-and-mortar, offline services. For this reason, it is not uncommon to
see companies and businesses of varying sizes, orientation, local and multinational
are making use of the Internet to reach a wider set of customer audience, consistent

with the increasing number of world’s Internet user population’.

Since ISST eliminates the element of human intervention (i.e. from the service
personnel), customers’ use of the Internet through the website’s features/activities
requires self participation in the service creation and delivery. In other words, when
customers utilise the features/activities offered by the providers on their websites,
they are directly participating in the service creation; thus creating value themselves
(Dabholkar, 1996; Anselmsson, 2001). Therefore, customers are always involved in
the co-creation of value (Prahalad and Ramaswamy, 2000, 2004a, 2004b; Vargo
and Lusch, 2004a). However, with the elimination of the human element from the
supplier side in place of the customer’s own participation in the delivery and
creation of value, little is known of the extent to which customers’ participation
influences their perception of value in an ISST environment. Of particular interest
is whether customers include their participation as a determinant of value. Although
the concept of customer participation is well established (Bendapudi and Leone,
2003), extant literatures have shown that this concept has been predominantly
studied from the perspective of human-to-human interaction, leaving human-to-
technology based interaction less attended. Therefore, if customer participation is
argued to influence customers’ perception of value because value is created,
determined and perceived through use, there is strong need for more research to

understand the effect of customer participation on customer perceived value in an

ISST environment.

| Source: hitp: i worldstats.com/



the extensive amount of existing research in customer participation have been
mainly focusing on its role in determining customer satisfaction with the service
delivery (Cermak, File and Prince, 1994; Ennew and Binks, 1999), contribution to
quality (Lengnick-Hall, 1996) and productivity (Lovelock and Young, 1979),
psychological implications such as self-serving bias (Bendapudi and Leone, 2003),
new product development processes (Fang, 2008), and customer loyalty (Auh, Bell,
McLeod and Shih, 2007). Not until very recently, the growing interest in linking
customer participation with value was demonstrated in Dong, Evans and Zou
(2008), Heinonen (2009) and Chan, Yim and Lam (2010). Although SST was their
main study context, Dong et al. (2008) studied customer participation from the
perspective of service recovery which is beyond the interest of this thesis. Heinonen
(2009) highlighted the importance of linking customer participation and customer
perceived value in technology-based service. However, in line with the exploratory
nature of her research, no attempt was made to test the relative causality between
customer participation and value. Chan et al.’s (2010) research on the other hand

was related to financial services in the context of interpersonal relationship.

Because customer participation has been mainly studied in the context of
interpersonal relationships between the customer and the service provider,
conceptualising and operationalising customer participation in a technology-based
environment has become a challenge. There is also evidence in the literature that
the concept of customer participation has been operationalised mainly as a
behavioural concept which is in line with its core definition as the extent to which a
customer is involved in producing and delivering the service (Dabholkar, 1990) in
an interpersonal customer-service provider context. However, a review of the
literature beyond marketing found that scholars in information systems (IS),
organisational behaviour and management (OBM) have also shown a keen interest
in conceptualising and operationalising the concept ‘participation’. While all fields
of study have accepted the fact that participation is behavioural, OBM scholars
distinguished between actual participation which is behavioural and perceived
participation as internal and subjective. From the context of decision making,

Vroom and Jago (1988b) referred to actual participation as the actual amount of
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influence a person had on the decision while perceived participation refers to “the
extent to which the individual feels that he or she has influenced the decision” (p.
15). The authors argued that perceived participation can occasionally be much
higher than actual participation on the basis that people believe that their impact on
the decision is substantially greater than they actually do. This implies that
customer participation can be viewed and measured from a psychological
perspective (i.e. internal) in addition to its behavioural notion. Recently, Chan ef al.
(2010, p. 59) highlighted that “CP (customer participation) may include other
dimensions (e.g. psychological, relational), beyond the behavioral notions we
adopt”. Hence, there is reason to argue for the importance of understanding both
aspects of customer participation (i.e. actual/objective and perceived/subjective)

because participation in service delivery can vary from one customer to another

(Schembri, 2006).

Since value is important to Service-Dominant (S-D) logic, marketing scholars have
shown great interest in understanding the concept further. Similar to the issue raised
in customer participation, conceptualisation and operationalisation of the value
construct were central to research discussions (Lin, Sher and Shih, 2005; Ruiz,
Gremler, Washburn and Carrién, 2008). Due to the complex (Smith and Colgate,
2007) and rich and subjective (Kortge and Okonkwo, 1993) nature of the construct,
scholars have viewed the concept of value in different ways. However, there is a
universal agreement in accepting value as a trade-off between benefits and
sacrifices, or simply, ‘you get for what you give’. For this reason, Lin et al. (2005)
argued that the overall value perception is formed by a mental trade-off evaluation
comprising these ‘give’ and ‘get’ components. However, there has been very
limited research adhered to this conceptualisation approach with the exceptions of
Lin et al. (2005), Sinchez, Callarisa, Rodriguez and Moliner (2006) and Ruiz ef al.
(2008). Evidently, Sdnchez-Fernindez and Iniesta-Bonillo (2007, p. 444) amplified
the need to “clarify the formative nature of the relationship between this multi-
dimensional construct and its constituent dimensions...”. In fact, the dearth of
research on customer perceived value from the context of technology-based service

has been highlighted in the literature (e.g. Chen and Dubinsky, 2003; Heinonen,
4



2004, 2009; Lin et al.,, 2005). In contrast, the focus has mainly been on

understanding customer perceptions of e-service quality (e.g. Parasuraman,
Zeithaml and Malhotra, 2005; Fassnacht and Koese, 2006). Hence, this justifies for

the need to further examine the concept of value-in-use in an electronic context

such as ISST.

With regards to the concepts of customer participation and value-in-use, Etgar
(2008) in his conceptual paper also highlighted the importance of understanding the
factors that drive customer participation. He proposed several issues and these
include both the macro and micro influences such as technology influence, product

linked, consumer linked and situational linked factors. Hence, there is reason to
understand the influence of these factors on customer participation. By translating
this conceptual proposition into empirical research, it is hoped to benefit the service
provider in understanding the factors that influence their customers’ participation in

the service.

Having highlighted several potential research gaps in the above discussions, the

following section outlines the objectives of this thesis.

1.2 THE RESEARCH OBJECTIVES

The S-D logic perspective of marketing which was coined by Vargo and Lusch
(2004a) highlighted the importance of customer value or customer perceived value.
The authors argued that value is not embedded in products instead it is created,
determined and perceived through use. This has attracted marketing scholars to
understand this concept further which is regarded as “nascent and in the early stages
of conceptual development” (Smith and Colgate, 2007, p. 7). Because value is
subjective in that it is determined and perceived differently by every individual,
customers use several criteria/factors to judge the value of the service or product

through use. This has lead scholars to argue that value is formed by several
factors/dimensions which are perceived differently amongst individuals. Hence, the

first objective of this thesis is to identify the important value dimensions which are

used as the evaluation criteria in the context of ISST.



Since ISST replaces human-to-human interaction with human-to-technology,
customer participation in value creation is crucial because value is created and
perceived through use. This means, without customer participation, value will not
be created. Therefore, the second key objective of this thesis is to understand the
effect of customer participation on value creation. The main idea of this objective is
to find out which of the value dimensions is most affected by customer
participation. If the assumption that customer participation determines value is
evident in the current study, it is hoped that managers will benefit from knowing
which dimension needs ‘maintenance’ or ‘improvements’ in order to attract and
retain their customers. This takes into account the two aspects of customer
participation, objective and subjective participation, respectively. Since customer
participation in ISST is crucial, knowing what drives them to participate in ISST

becomes another important issue.

Etgar (2008) in his conceptual paper highlighted several potential determinants of
customer participation which include both, the macro and micro factors. This study
intends to empirically test their effects on customer participation. This is supported
further by Sandstrdm et al. (2008) in their conceptual paper concerning value
creation in technology-based environment. The authors specifically highlighted the

need to understand customer attitudes towards technology in co-creation of value.

Therefore, this thesis addresses the following research questions:

1) What are the important dimensions of customer perceived value in ISST

environment?

2) What is the relationship between customer participation and customer

perceived value?

3) What are the potential antecedents of customer participation in ISST

environment?

1.3 RESEARCH CONTRIBUTIONS

By answering the above research questions, this study hopes to make an original

contribution to knowledge and practice by examining the customer participation-



customer perceived value relationships in the context of ISST in general and online
travel in particular. The contributions will be useful for theoretical development
especially to the services marketing literature in conjunction with the S-D logic
perspective. In light of the theoretical contributions, it is hoped that online travel

providers and marketers would also benefit from this study.

From the theoretical perspective, several contributions are seen to prevail which
will generally enrich the literature on customer participation and customer
perceived value. Although the concept of customer participation is well established,
the focus has been central to interpersonal customer-employee interaction and less
is known from the context of technology-based service. This becomes crucial when
customers are expected to become full participants in the service delivery where no
human intervention or interaction is involved. For this reason, there is an issue
concerning the operationalisation of the construct which has attracted this research
to explore further the concept of customer participation in ISST environment. Based
on the review of the literature, this study proposes two aspects of customer
participation, i.e. objective participation which intends to measure customer’s actual
behaviour, along with subjective or perceived participation derived from the OBM
field of study which aims to measure how customers internally assess their
behaviour. While existing research in the marketing field has focused on the
objective aspect of customer participation, by proposing the subjective aspect of
customer participation, it is hoped to add to the body of knowledge concerning

customer participation in value creation. Hence, this first study in the marketing

field should be labelled as ‘exploratory’.

Since value is created through use, customers become the co-creators and judges for
the value derived from their service experience. This has attracted scholars to
understand further the concept of value. One of the central debates was related to
the issue of conceptualisation or modelling of the construct. Lin et al. (2005) and
several other scholars argued that customer perceived value should be
conceptualised as multidimensional-formative approach. However, the validity of

this argument needs further examination. Hence, this study will attempt to



empirically test the feasibility of this approach from an ISST context and is hoped

to contribute further to the conceptualisation of customer perceived value.

In light of the theoretical contribution, several managerial implications are seen to
emerge and this study will benefit online travel providers in three ways. Firstly,
since customer perceived value is conceptualised as formed by several dimensions,
the evaluation of the model will be based on the ‘weights’ of these dimensions to
form the overall value perceptions. Based on these weights (i.e. relative importance
to form the overall value perception), managers will get an indication on how their
service 1s valued on the basis of these dimensions and act accordingly. For instance,
1f security and privacy concerns dimension carries a heavy weight, this indicates
that customers are more concerned with this issue when it comes to using a travel
website. Providers should then take appropriate actions in reducing their customers’
perceived security and privacy concerns by reassuring their security pledge. While
knowing the weights of each value dimension is important as it provides some
indication on how their service is valued by the customer, it does not provide the
full information on how customers judge the service based on their participation.
Since ISST requires customers to be full participants in the service delivery,
knowing the extent to which their participation affects their value perception
becomes crucial. Therefore, if the assumption that customers include their
participation as determinant of value holds, managers will benefit by knowing
which value dimension is crucial relative to customer participation. This becomes
more important when customer participation in this study is viewed and measured
from two aspects, i.e. objective participation and subjective participation. For
instance, if emotional value is highly influenced by customer participation, this
informs that the aspects of ‘fun’ and ‘enjoyment’ of the website are crucial. This

will definitely benefit online travel providers (existing ones, new comers or future)

by being creative in designing their website in order to enhance their customers’
online experience. Since the Internet is used in pre-travel stage where customers
participate in the search and purchase of travel services prior to their actual travel,

emotional value becomes highly important. Arguably, when the website provides

the fun and enjoyment elements such as clips of destinations and ‘plan-your-own-
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travel-itinerary’ feature such as Tikalanka.com, emotional value will be aroused
through their participation. In a similar vein, if customer participation is poorly
related to utilitarian value, this may inform online travel providers to offer as much
convenience on their websites such as the ‘all-under-one-roof® concept. This would
enable customers to get all the necessary travel services and arrangements from the
same provider at their convenience. As a result, these would assist in the provider’s
future strategies as companies can only offer value propositions whilst it depends
on the customers to utilise them through participating in the value creation activities
(Vargo and Lusch, 2008).

By proposing the two aspects of customer participation, it is hoped to benefit other
online providers by understanding how customers internally assess their behaviour.
Clickstream analysis reports have been used by online companies to study their
online consumer behaviour based on what the customers do on their website. This
mimics the customers’ objective participation measure in this study where it
measures customers’ actual behaviour (what they actually do on the website). If
customer participation can be separated into objective and subjective components as
suggested by OBM scholars, there is a need for online providers to understand both
aspects of customer participation in understanding customer value perceptions.
Finally, by understanding the factors that determine customer participation, it will

assist online travel providers in setting appropriate strategies relative to

segmentation and targeting.

1.4 THESIS STRUCTURE
The present chapter has provided an introduction to the research which outlined the

significance of the study, its key objectives and contribution to knowledge and
practice. Besides this introductory chapter, the current study is organised in nine

chapters with the brief structure of each chapter as follows:

Chapter Two - LITERATURE REVIEW
This chapter provides an extensive review of various literatures from the streams of

customer perceived value, customer participation, technology adoption and

acceptance. Particular detail is given to the literatures on customer perceived value
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and customer participation as the overarching concepts which governed the whole

idea of this thesis. The research gaps are also identified and highlighted in this

chapter.
Chapter Three - CONCEPTUALISATION AND RESEARCH
HYPOTHESES

This chapter continues by integrating the diverse set of literatures to form the
proposed conceptual framework and relevant hypotheses. The framework is divided
into three parts. The first part of the model is concerned with the formative
conceptualisation of the customer perceived value construct. This is followed by the
second part of the model which delineates the relationship between customer
participation and the individual value dimensions. The third and final part of the

model highlights the relationship between customer participation and its proposed

antecedents.

Chapter Four - RESEARCH METHODOLOGY

This chapter begins with the discussion on the relevant research paradigm which is
then reflected in the underlying methodology. Justification for selecting the online
travel as the main study context is also presented in this chapter. Since the current
study utilises survey questionnaire as the main data collection tool, issues relating
to measurement development and piloting of the questionnaire are also discussed.
Analogously, this chapter highlights the sampling of the study which was drawn
from two different populations, i.e. the general public in the UK and university
students, in which the questionnaires were administered on them via traditional
paper- and Internet-based approaches. Issues concerning representation of the
sample to the actual population of interest are also presented. Finally, this chapter

ends with a brief discussion on the technique with which the data were analysed.

Chapter Five - WEB CONTENT ANALYSIS

In order to enhance the scale used to measure ‘Customer’s objective participation’
which was adapted from Heinonen (2009), a web content analysis was conducted

on several key travel websites in the UK. This chapter is mainly dedicated to
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improve the existing scale to measure objective participation which appeared in the

final questionnaire.

Chapter Six - DATA ANALYSIS I: MEASUREMENT MODEL
ASSESSMENT

This chapter is concerned with the assessment of the measurement models. It begins
with the discussion on missing data and how they were treated. This is followed by
the discussion on the two techniques used in purifying the measures, 1.e.
exploratory and confirmatory approaches with SPSS v16.0 and LISREL 8.54
computer packages, respectively. Issues relating to establishing equivalence were
presented after the purification process. Finally, this chapter ends with a
presentation of the descriptive statistics of the purified composite measures of each

construct involved in this study.

Chapter Seven - DATA ANALYSIS II: STRUCTURAL MODEL &

HYPOTHESIS TESTING
This chapter is dedicated to presenting the results of the hypothesis test through

variance-based structural model evaluation using SmartPLS 2.0 computer package.
It begins with the validation of the formative value measure, followed by the
relationship between customer participation and the individual customer perceived

value dimensions and customer participation and its proposed antecedents.

Chapter Eight - DISCUSSIONS OF FINDINGS
This chapter brings forward the results from the hypothesis test and offer reasons

for the underlying outcomes. The discussions were also linked back to the literature.

Chapter Nine - CONCLUSION

This final chapter presents the summary and conclusion of this research. It also

highlights the contributions, limitations and avenues for future research.
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CHAPTER TWO
LITERATURE REVIEW

2.1 INTRODUCTION

The use of technology in daily life is inevitable. One of the prevalent implications
can be seen from the use of self-service technology (SST) to assist service deltvery
where customers no longer deal with human, instead with machines such as ATMs
and Internet banking. This chapter presents the relevant literatures related to
customer participation in service delivery and customer perceived value as follows.
Section 2.2 begins with the role of technology in services marketing. Section 2.3
discusses the S-D logic perspective of marketing by highlighting the important role
of customers in value creation. This prepares the foundation for understanding
further, the concept of customer participation in Section 2.4. Section 2.5 highlights
the issues related to the conceptual definition and operationalisation of customer
participation. Section 2.6 discusses the drivers of customer participation. Central to
the issue of value-in-use in S-D logic perspective, Section 2.7 elaborates on the
concept of customer perceived value. Section 2.8 highlights the gaps in the

literatures and finally, the summary of this chapter is presented in Section 2.9.

2.2 SERVICES MARKETING AND TECHNOLOGY

Since technology has brought tremendous changes to daily life, this has attracted
the interest of services marketing scholars to study its impact on service delivery.
One of the central debates was related to the role of the long held characteristics of
service such as intangibility, heterogeneity, inseparability and perishability or IHIP,
which was argued to be simplistic in the era of S-D logic. Despite the many
criticisms in the literature?, Hoffman (2003, p. 54) argued that e-services allow the
management of inseparability through the provision of customised service solutions
because customers are included as part of the process. Therefore, in order to fully

understand the nature of inseparability, Edvardsson, Gustafsson and Roos (2005)

2 A detailed review on this issue can be found in several key papers, e.g. Grove, Fisk and John (2003), Lovelock and
Gummesson (2004); Vargo and Lusch (2004b); Edvardsson, Gustafsson and Roos (2005)
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argued on the need to focus on concepts such as co-production and co-creation
where customers play a crucial role as active participants in the service delivery
while co-creating value (Normann and Ramirez, 1994; Vargo and Lusch, 2004a;

Payne, Storbacka and Frow, 2008; Etgar, 2008). These topics are all central to this

thesis.

Hence, the following sub-section provides an overview of self-service technology

which prepares the basis for understanding customer participation in value creation.

2.2.1 Self-service technology (SST)

Technology has brought almost instantaneous repercussion in the way self-service
was viewed which has affected the field of services marketing in general, and
service delivery in particular (e.g. Beatson, Lee and Coote, 2007; Zhu, Nakata,
Sivakumar and Grewal, 2007). For this reason, “...the continuing proliferation of
SSTs conveys the need for research in this technology-oriented context...” (Dong,
Evans and Zou, 2008, p. 129). The term® ‘technology-based self-service’ (TBSS)
(Dabholkar, 1994) or also known as ‘self-service technology’ (SST) (e.g. Meuter,
Ostrom, Roundtree and Bitner, 2000; Meuter, Bitner, Ostrom and Brown, 2005) is
concerned with customers performing the service themselves on technology

interfaces or platforms with no human interaction or involvement from the service

provider (Meuter et al., 2000; Meuter et al., 2005).

The utilisation of technology in general and SST in particular may be seen to
benefit both parties, i.e. the organisations and the customers. For organisations, to
employ technology in general means allowing faster response to customer enquiries
and problems while changing the way service is delivered. As a result, this may
improve internal efficiency and productivity through reduced labour costs (Walker,
Craig-Lees, Hecker and Francis, 2002) as employees’ roles are minimised or
completely eliminated. The reduction in labour costs due to the replacement of
‘human touch’ with technology creates a direct repercussion by reducing
uncertainties in the employee-customer interface (Kelley, 1989; Quinn, 1996)
which are highly associated with the heterogeneity of service (Curran, Meuter and

* Both terms (TBSS and SST) are used interchangeably throughout this thesis to refer to the same subject
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Surprenant, 2003). This denotes the ability to conduct transactions that do not
require customers’ presence in the service plant or also termed as ‘arm’s length’
(Lovelock, 1983). A common example is the use of the Internet where service
transactions are performed in a virtual environment beyond the spatial and temporal
boundaries or 24/7. Meuter et al. (2000) presented a typology of SST as depicted in
Table 2.1.

Table 2.1 Categories and Examples of SSTs in Use

Interface Telephone/ Online / Internet Interactive Kiosks Yideo/ CD*
Interactive Voice
Purpose Response

Customer Service Telephone banking | Package tracking ATMs
Flight information | Account information | Hotel checkout
Order status

Transactions Telephone banking | Retail purchasing Pay at the pump
Prescription refills | Financial Hotel checkout

transactions Car rental

Self-help Information Internet information | Blood pressure | Tax  preparation

telephone lines search machines software

Tourist information | Television / CD-
based learning

*Video/CD is typically linked to other technologies to provide customer service and transactions
Source: Meuter et al. (2000, p. 52)

Distance learning

In dealing with their customers, firms offer several types of SST interfaces such as
telephone-based technologies, interactive voice response systems, direct
online/Internet-based interfaces and interactive free standing kiosks (Meuter et al.,
2005). Of these interfaces, Yen (2005) argued that the Internet provides greater
possibilities for self-service due to its ubiquitous qualities and a wider choice of

services are made available beyond the constraints of time and place; hence is of

interest to this thesis.

According to Hilton and Hughes (2008, p. 25), the literature on SST can be
summarised based on five main headings as illustrated in Table 2.2. These include
1) the interface; 2) social and psychological factors; 3) cognitive ability; 4) output,

and 5) service recovery.
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Table 2.2 Literature on SST

Headings Topics

The Interface Speed, Control, Rehlability, Ease
of Use, Convenience, Flexibility

Enjoyment/satisfaction

Social and | Demographics
psychological Psychographics
factors

Consumer traits

Cognitive  effort
required

Cognitive effort and ability

and ability
required

Need satisfied
- Speedily and conveniently

Outputs

- Cost effectivel

Service recovery | Service recovery

Source: Hilton and Hughes (2008, p. 26-28)
*Added by the current researcher

Corresponding authors

Bateson (1985) — Speed and control

Hoffman and Novak (1996) - Control

Evans and Brown (1988) —~ Reliability

Davis, Bagozzi and Warshaw (1992) — Ease of use

Dabholkar (1994) -~ Conirol

Dabholkar (1996) -~ Ease of use, Control

Anselmsson (2001) - Ease of use

Childers, Carr, Peck and Carson (2001) - Ease of use
Dabholkar and Bagozzi (2002) — Ease of use and performance
Dabholkar et al, (2003)

Salomann, Kolbe and Brenner (2006) - Ease of use

Ding, Verma and Iqbal (2007) — Time saving and control
Anitsal and Schumann (2007) — Degree and quality of customer
labour required

Shamdasani er al. (2008) ~ Speed, control, reliabili

Dabholkar (1994)

Dabholkar (1996)
Wolfinbarger and Gilly (2001)
Childers et al. (2001)
Dabholkar and Bagozzi (2002)
Dabholkar et al. (2003)

Yen (2005)*

Marzocchi and Zammit (2006)
Curran and Meuter (2007)
Shamdasani et al. (2008)

Gilbert et al. (2004

Langeard et al. (1981)
Zeithaml and Gilly (1987)
Moutinho and Curry (1994)
Elliott and Hall (2005)

Dabholkar and Bagozzi (2002)

Davis (1989)

Bitner, Ostrom and Meuter (2002)

Elliott and Hall (2005)

Meuter, Bitner, Ostrom and Brown (2005)*
Jayasimha and Nargundkar (2006)

Simon and Usunier (2007)

Zhu, Nakata, Sivakumar and Grewal (2007)*

Meuter, Ostrom, Roundtree and Bitner (2003)

Karjalouto (2002)
Ding, Verma and Igbal (2007

Anselmsson (2001)

Gilbert et al., (2004)

Pujari (2004)*

Yen, Gwinner and Su (2004)*
Dong, Evans and Zou (2008)*

In the first theme, the authors found research related to the SST interface
highlighted the importance of understanding customers’ interaction with the

technology mainly in terms of speed, control, reliability, ease of use, convenience,

flexibility, enjoyment, as well as security concerns. This implies that SST provides

both, the benefits and sacrifices associated with its usage.
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The second theme of research which is related to social and psychological factors
acknowledged the role of customers’ demographics, social and psychological
factors in accepting and using technology. The growing interests amongst
practitioners and scholars in studying online consumer behaviour in particular (e.g.
Dennis, Merrilees, Jayawardhena and Wright, 2009; Mathwick, 2002; Novak,
Hoffman and Yung, 2000; Rust and Lemon, 2001) were seen to grow in tandem

with the increasing number of customers using the Internet as a form of SST.

Understanding cognitive ability was seen as another theme that has attracted
scholars to study about customers’ use of technology in general and SST in
particular. Bitner, Ostrom and Meuter (2002) found that the use of SSTs is

dependent upon the customers knowing their role as well as understanding what
they need to do. Consistently, this was supported by Meuter es al. (2005) who
demonstrated the concept of “consumer readiness” which combined aspects such as
motivation (What drives me?), ability (can 1 do it?) and role clarity (what am |

supposed to do?) in the context of SST trials.

According to Hilton and Hughes (2008), the fourth theme in SST research is
concerned with the output from usage. Since the use of SSTs especially the
Internet-based SST (ISST) has been prevalent, customers expect benefits to be
derived from its usage (Bitner et al., 2002). This approach is consistent with the
means-end theory which generally relates to the purpose of ‘doing’ something to
achieve something beneficial or ‘a means to an end’. Hence, the use of SSTs 1s
often associated with several benefits or advantages for the customers. This may
include greater control over the service delivery due to the customers’ direct contact
with technology (Dabholkar, 1996; Meuter et al., 2000). Besides, customers also
benefit from time and cost savings (Meuter et al., 2000) when SSTs such as the
Internet and ATMs are available 24/7 providing greater convenience, flexibility,
temporal and spatial efficiency (Heinonen, 2004; 2009) as well as fun and
enjoyment (Dabholkar and Bagozzi, 2002; Curran and Meuter, 2007). As a result,

customers are creating value for themselves without the involvement from the

service provider (Gummesson, 1993, cited in Heinonen, 2004a).
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Though SSTs provide many advantages, it was also found that they may result in
customer frustrations due to failures such as website down and poor service
recovery (Meuter et al., 2000; Bitner, 2001; Dong et al., 2008). These issues are
related to the final theme which Hilton and Hughes (2008) categorised as service
recovery. Because SST users ‘do it themselves’, managing service recovery has
become a challenge for SST providers when a problem occurs (Yen et al., 2004,
Dong et al., 2008). Hence, central to the self-serving bias theory, customers may
tend to blame either themselves or the provider when service failure occurs (Yen ef
al., 2004). Besides, due to their full reliance on technology alone, SST customers
may be concerned about the potential loss of interaction with the service employee
(Bitner, 2001); hence promoting the feelings of ineptitude (Winner, 1994). For this
reason, some models in SST adoption highlighted the salience of the personal

contact construct (e.g. Meuter et al., 2005; Simon and Usunier, 2007).

As firms move into SST mode, the growing tendency of utilising SSTs by
customers has brought major changes in understanding consumer behaviour in
situations where customers no longer interact with the service provider (Zeithaml
and Bitner, 2003). In furthering the understanding of how consumers behave
towards technology, the literature in marketing (e.g. Mahajan, Muller and Bass,
1990), psychology (Ajzen and Fishbein, 1980) and information systems (Kwon and
Zmud, 1987) have reported the use of several theories as the basis to explain factors
relating to this phenomena. Thus far, these studies have shown a keen interest in
describing initial adoption of technology in organisations as well as by consumers
based on Theory of Reasoned Action (TRA) (Ajzen and Fishbein, 1975) and later
been extended to Theory of Planned Behaviour (TPB) (Ajzen, 1985); Technology
Acceptance Model (TAM) (Davis, 1989; Davis et al, 1989); Diffusion of
Innovation Theory (Rogers, 1983) governed by Perceived Characteristics of
Innovation (PCl) (Moore and Benbasat, 1991) and Technology Readiness (TR)
(Parasuraman, 2000; Parasuraman and Colby, 2001). Of these models, TAM was
reported to be widely employed (Agarwal and Prasad, 1999). The following section

provides an overview of these frameworks and their relevance to this study.
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2.2.2 Theoretical Models to Understand Technology Adoption and Usage

As noted earlier, various theoretical frameworks have been used to guide the
understanding of human behaviour, with the Technology Acceptance Model (TAM)
being the most prevalent in relation to technology usage. This model has its roots
from the Theory of Reasoned Action (TRA) (Ajzen and Fishbein, 1975).

2.2.2.1 Theory of Reasoned Action (TRA) and Theory of Planrned Behaviour (TPB)

Developed by Ajzen and Fishbein (1975), Theory of Reasoned Action (TRA)
provides a useful framework which explains the relationships between beliefs, and
behaviour. The model posits that the conduct of behaviour is the outcome of a
person’s intention to perform the behaviour. This intention is affected by two

factors, that are, attitude toward the behaviour and his/her subjective norm.

In relation to the attitudinal element, Fishbein (1967) and Fishbein and Ajzen
(1975) highlighted the importance of differentiating between an individual’s beliefs
and attitudes. While beliefs represent the information a person holds about an object
or a thing, attitude is related to a favourable or unfavourable evaluation or judgment
of the object. Similarly, attitude can be defined as the overall evaluation towards the
performance of a particular behaviour whereby, individuals having favourable
evaluation towards the behaviour are more inclined to positively influence the
intention to perform the behaviour. Fishbein (1967) also suggested that attitude had
cognitive (cognition), affective and conative components with the fundamental
components being the first two, cognitive and affective. In metaphoric language,
“cognition refers to the rational, ‘from-the-head’, aspects of a person’s response,
while affect refers to the emotional, ‘from-the-heart’ (or ‘from-the-gut’)
components” (Andrews and McKennell, 1980, p.127). The cognitive component of

attitude relates to thinking while the affective component relates to feeling.

On the other hand, subjective norm relates to the perceptions of other people such
as close friends, toward a particular behaviour. In turn, these perceptions, in

positive or negative states, are believed to influence a person’s intention to
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performing certain behaviour. If the views from these referrals are positive, the

effect toward the intention to perform is also positive and vice versa.

As an extension to TRA, Ajzen (1985) introduced the Theory of Planned Behaviour
(TPB). According to this model, apart from TRA’s attitude and subjective norm, a
third precursor of intention called perceived behavioural control was proposed
which represents a person’s beliefs as to whether they are able to perform certain
behaviour as well as the perceived level of efforts required to conduct it. This
additional concept which was derived from the Self-Efficacy Theory (Bandura,
1977) relates to the belief and self-conviction that a person has concerning his or
her ability to performing a certain task. Besides perceived behavioural control,
actual behavioural control was added to TPB to represent its direct influence on the
performance of behaviour which reflects one’s ability to perform the behaviour.
These include skills, resources and opportunity to conduct the behaviour. It is
believed that having intentions alone will not necessarily result in actual
behavioural control. In general, TPB was developed on the basis of cognitive

processes; however it lacks the effect of human emotions on behaviour.

Since then, scholars within the stream of information technology (IT) have been
interested in defining beliefs which have a direct repercussion on a person’s attitude

towards using IT (Moore and Benbasat, 1996); hence leading to the birth of the
Technology Acceptance Model (TAM) which is discussed next.

2.2.2.2 Technology Acceptance Model (TAM)

Most studies related to technology implication in organisations adapted the
Technology Acceptance Model (TAM) (Davis, 1989; Davis ef al., 1989) as their
theoretical basis for understanding the use, behaviour and acceptance of new
Internet-based technologies (Gefen et al., 2003). Developed by Davis (1986), TAM
was originally applied in the area of information systems to predict user acceptance
of computer technology in the workplace. In TAM, the “perceived usefulness (i.e.
the prospective user’s subjective probability that using a specific application system

will increase his or her job performance within an organisation context); and ease of
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use (i.e. the degree to which the prospective user expects the target system to be
free of effort)” (Davis et al., 1989, p. 985) are regarded as the antecedents of

attitude towards usage intentions and a specific technology usage. The effect of

external variables such as individual differences or even situational constraints
affect user acceptance only as long as they are mediated by perceived usefulness
and ease of use. Hence, the impact is two-fold, 1) intention to use mediates the

relationship between attitudes and usage, and 2) usage intention is directly affecting

usage.

2.2.2.3 Diffusion of Innovations

Another well established theoretical framework which helps to explain how
technological innovations spread across individuals within a social system is the
theory of Diffusion of Innovations (Rogers, 1983). Building upon studies of
adoption behaviours, this theory identifies several key aspects that influence
acceptance behaviour. According to innovation diffusion research, individual’s
decision made either to adopt or reject innovation is formed through perceptions
about the innovation. These aspects according to Rogers include, relative advantage
(the extent to which individuals perceived the innovation as offering advantage to
the previous one), complexity (the extent to which innovation is perceived to be
difficult to utilise), compatibility (the extent to which an innovation is being
consistent with the existing values, needs and past experience of potential adopters),
trialability (the extent to which an innovation maybe experimented with before
adoption), and observability (the extent to which the results of an innovation are
observable). Moore and Benbasat (1991) provided an expansion to this theory by
suggesting two additional characteristics, image (the extent to which the use of an
innovation is perceived to enhance one’s image or statues in one’s social system)
and result demonstrability (the tangibility of the results of using an innovation). The

authors argued that relative advantage is similar to the construct ‘perceived

usefulness’ in TAM by Davis et al. (1989).
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2.2.2.4 Technology Readiness Index (TRI)

It can be observed that there was a transition after the previous studies by Moore
and Benbasat (1991) when Parasuraman (2000) came up with the idea of
Technology Readiness a decade later. He referred to the technology readiness
construct as “people’s propensity to embrace and use new technologies for
accomplishing goals in home life and at work...and can be viewed as an overall
state of mind resulting from a gestalt of mental enablers and inhibitors that
collectively determine a person’s predisposition to use new technologies” (p. 308);
thus it is used to explain consumers’ individual differences. Conceptualised as
multidimensional, the technology readiness index (TRI) consists of four sub-
dimensions: optimism, innovativeness, discomfort and insecurity. Parasuraman
(2000, p. 311) defined these dimensions as follows. Optimism is a positive view of
technology and a belief that it offers people increased control, flexibility and
efficiency in their lives. Innovativeness on the other hand, refers to a tendency to be
a technology pioneer and thought leader. Discomfort is a perception of lack of
control over technology and a feeling of being overwhelmed by it. Insecurity is
defined to be distrust of technology and scepticism about its ability to work
properly. Optimism and Innovativeness represent drivers (i.e. positive state) of TR,
while Discomfort and Insecurity are inhibitors (i.e. negative state). Positive and
negative beliefs about technology may coexist, and people can be grouped along a
technology beliefs continuum anchored by strongly positive at one end and strongly

negative at the other (Lin, Shih and Sher, 2007).

TRI has since been applied in a variety of contexts including wireless web or
mobile commerce (Massey, Khatri and Ramesh, 2005) as well as its extended
application as a moderating factor in consumer evaluation of website satisfaction
(Ranaweera, McDougall and Bansal, 2005). In another vein, some scholars
integrated TR with TAM (called TRAM) for explaining consumers’ intention to use
online stock trading system (Lin, Shih and Sher, 2007) while others tested its
measurement qualities in a comparative study between the consumers in the UK

and the US (Tsikriktsis, 2004); consumer satisfaction with Internet-based SST
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(Yen, 2005); e-Insurance Industry (Taylor, Celuch and Goodwin, 2002); and,
empirical model to explore the relationships among TR, perceived quality,
satisfaction and behavioural intentions (Lin and Hsieh, 2006). Although TRI has
been reasonably researched in association with SST, little is known from the
viewpoint of customers’ participative roles in the service delivery. In support of the
empirical evidence which suggested that TR would help segment customers
according to their use of technology, it is appropriate to apply this framework in
self-service technology settings where customers are regarded as full participants in

the service process.

Venkatesh, Morris, Davis and Davis (2003) developed and empirically tested a
revised version of TAM or also known as the Unified Theory of Acceptance and
Use of Technology (UTAUT) based on eight information technology acceptance
research models including TRA, TAM, TPB, model combining TAM and TPB,
model of PC utilisation, diffusion of innovation theory and social cognitive theory.
The authors claimed that it is a useful tool to explain and predict technology

acceptance in organisations and “,..help(ing) them understand the drivers of

acceptance” (p. 425-6).

The importance of the above long held theories is inevitable. However, it can be
argued that there is a need to go beyond the emphasis of technology adoption and
acceptance which are all seen as central to understanding customer behaviour with
technology based on their attitudes and intention (Meuter et al., 2005). Arguably,
the growing number of Internet users and its prevalence around the world in
general, and in the UK in particular are providing strong indications that the
customers have moved beyond adopting and accepting the Internet, rather they are
the actual users of SST in the current state of time. For instance, TAM which has
been in existence for more than two decades may be argued to have been well
adapted as reported in its substantial citation in the literature. Similarly, this applies
to research relating to perceived innovation characteristics which have rather

resulted in confounding and inconclusive results (Meuter et al., 2005) such as of

that reported in Labay and Kinnear (1981) and Venkatraman (1991) (cited in
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Meuter et al., 2005). For instance, while Labay and Kinear (1981) found relative
advantage, compatibility and complexity of innovation to be significantly related to
adoption, Venkatraman (1991) found only relative advantage to have significant
relationship with adoption behaviour. More interestingly, a different scenario was
found in Kaasinen (2005) who replaced the construct of perceived

usefulness/relative advantage in TAM/PCI by perceived value as the benefit

component of value (cited in Pura, 2005).

Although these theories provided valuable insights in understanding consumer
behaviour relative to technology adoption, acceptance and usage, they do not
highlight the important role of the customer in the service delivery process. This is
especially crucial in SSTs when the service is independently produced and
consumed without the involvement from the service provider. Recent literature in
marketing, central to the S-D logic perspective (Vargo and Lusch, 2004a)
highlighted the important role of customers in service delivery when they are seen
as “coproducer of service” (p. 7). Hence, there is a need to discuss this idea which

lays the theoretical foundation in understanding customer participation in value

creation.

2.3 SERVICE DOMINANT (S-D) LOGIC IN MARKETING: THE ROLE OF
THE CUSTOMER

Based on a comprehensive review of the literature, Vargo and Lusch (2004a)
argued that “marketing has moved away from a goods-dominant view, in which
tangible output and discrete transactions were central, to a service-dominant view,
in which intangibility, exchange processes, and relationships are central” (p. 2).
This implies that there is a change in focus which is central to intangible resources,
co-creation of value and relationships. The fundamental distinction between the
goods-centered dominant (G-D) logic and S-D logic can be drawn from the role of

the “resources” when the authors went to highlight the two types of resources

involved, 1.e. operand and operant resources.

The authors defined operand resources as the “resources on which an operation or

act is performed with operant resources, which are employed to act on operand
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resources (and other operant resources)” (Vargo and Lusch, 2004a, p. 2). Operant
resources on the other hand are “resources that produce effects” and are often
invisible which include knowledge and skills, core competences and organisational
processes (Vargo and Lusch, 2004a, p. 2). Because ‘goods’ or manufactured
outputs (operand resources) are primarily produced on or by tangible resources such
as land and labour (i.e. factors of production), operand resources are the main
element in G-D logic. Conversely, S-D logic considers operant resources as primary
because they produce effects. For instance, knowledge and skills of the firm (i.e.
expertise) are applied to operand resources such as capital goods in order to
multiply the operand resources as well as other operant resources (e.g. training
other employees to ‘create’ other expertise); hence the effect is continuous. For this
reason, goods are not regarded as operand resources as in G-D logic, instead S-D
logic views them as the carrying agent of operant resources because they are
produced by operant resources (i.e. expertise of the firm) for use by other operant
resources such as the customers. Unlike G-D logic where goods are produced in
discrete manufacturing plants aimed at customers as end users, S-D logic views
customers as part of the exchange process with the firm where interaction is the
key; hence the customer is a co-producer of service (Vargo and Lusch, 2004a).
Since goods (operand resources) are central to G-D logic, value is embedded in
them which are determined by the producer. Illustratively, customers pay a certain
amount of money in exchange for the goods or also termed as “exchange-value” (p.
7). However, as customers are regarded as co-producer of service in S-D logic
perspective, value is perceived and determined by the customer on the basis of use
or “value-in-use” (p. 7). This has further amplified the significant role of the
customer in ISST environment where technologies have completely replaced the
service employees. Therefore, the operant resources (i.e. knowledge, skills and

competence) have now been shifted to, and mainly provided by the customer

(Hilton, 2008; Hilton and Hughes, 2008).

In furthering the above discussions, Vargo and Lusch (2004a) presented eight
foundational premises (FP) as the basis for understanding the S-D logic perspective.

The ninth FP (FP9) was added in Vargo and Lusch (2006) along with an additional
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FP10 included in Vargo and Lusch (2008). Table 2.3 presents the summary of these
FPs derived from Vargo and Lusch (2008). Although they are all interrelated, the
theoretical underpinning of this study is mainly governed by FP6, FP9 and FP10

which are presented next.

Table 2.3 Service-dominant logic foundational premise modifications and additions

FPs Original foundational premise Modified/new foundational Comment/explanation
premise
FPI The' application of specialised Service is the fundamental basis  The application of operant resources
skill(s) and knowledge is the  ofexchange (knowledge and skills), “service”
fundamental unit of exchange as defined in SD-logic, is the basis

for all exchange. Service 1s
exchange for service

FP2 Indirect exchange masks the Indirect exchange masks the Because service 1s provided through
fundamental unit of exchange fundamental basis of exchange complex combinations of goods,

money and institutions, the service
basis of exchange i1s not always

L L ___ - apparent
FP3 Goods are a distribution mechanism Goods are a  distribution Goods (both durable and non-
for service provision mechanism for service durable) derive their value
provision through use — the service they

provide
FP4 Knowledge 1s the fundamental Operant resources are the The comparative ability to cause
source of competitive advantage fundamental source of desired change drives competition

. competitive advantage

FPS All  economies are services All economies are service Service (singular) is only now
economies economies becoming more apparent with

increased  specialization  and
outsourcing

"FP6  The customer is always a co- The customer is always a co- Implies value  creation s

| Eroducer | creator of value - Interactional

FP7 The enterprise can only make value The enterprise cannot deliver Enterprises can offer their applied
propositions value, but only offer value resources for value creation and
propositions collaboratively (interactively)
create and/or deliver value

— - independently
FP8 A service-centered view is customer A  service-centered view i1s Because service is defined in terms
oriented and relational inherently customer oriented of customer-determined benefit
and relational co-created it i1s inherently

customer ﬂrie_tlted and relational

FP9 Organizations exist to integrate and  All social and economic actors Implies the context of value creation
transform microspecialized are resource integrators is networks (resource integrators)
competences  into  complex

~ services that are demanded in the

 market place
FP10 - Value is always uniquely and Value is idiosyncratic, experiential,
phenomenologically contextual, meaning laden

determined bz the bencﬁciaﬂ

Words in bold type represent changes in wording from the original FPs (Vargo and Lusch, 2004a, 2006)
Researcher’s note: FP6, FP9 and FP10 (shaded in grey) are the focus of this thesis

Source: Vargo and Lusch (2008, p. 7)

2.3.1 FP6: The customer is always a co-creator of value

The salience of the customer’s role in service delivery is inevitable. Hence, in the

first version of the S-D logic, Vargo and Lusch (2004a) highlighted that “customer
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is always a co-producer” (p. 10). Unlike G-D logic perspective where goods are
produced in the absence of the customers and are later ‘applied’ to them as
recipients of the goods, S-D logic viewed customers as operant resources having
active roles in co-creating value derived from integrating their knowledge and skills
along with the core competences of the firm. This is echoed by the fact that value
does not reside in goods; instead value is derived through use and appreciation of
the goods, including both durable and non-durable. Hence, the word “production”
as reflected in “coproducer” which denotes making units of outputs (Vargo and
Lusch, 2008, p. 7) was seen as a residual of the G-D logic. As a result, Vargo and
Lusch (2006) made this modification and re-emphasised that “customer is always a

co-creator of value”.

Although the word co-production was argued to be a residual of the G-D logic
perspective, this does not mean that S-D logic perspective abandon its importance
to the field of marketing. Evidently, the current literature still uses the word co-
production (e.g. Etgar, 2008). The inseparability nature of service which requires
customers to participate in service delivery may be viewed in relation to customer
‘co-production’ and ‘co-creation’. However, the term co-creation should not be
considered novel as it does not ‘belong’ to S-D logic. In fact, the concept of co-
creation has been demonstrated much earlier in the works of Prahalad and
Ramaswamy (2000) when they highlighted the shift from viewing customers as
‘passive audience’ to ‘active players’, co-opting customer competence (operant
resources) in the value creation process. Hence, Vargo and Lusch (2008) made a
clear distinction between the two concepts by arguing that, while customer is
always a co-creator of value, “co-production” is optional and can vary from none at
all to extensive co-production activities by the customer or user” (p. 8). Co-
production “involves the participation in the creation of the core offering itselt”
(Lusch and Vargo, 2006a, p. 284), “especially when goods are used in the value
creation process” (Vargo and Lusch, 2008, p. 8). A clear example may be derived
from the new product development (NPD) context where customers participate and

collaborate with the firm and other customers in creating the core offerings from

idea generation and enhancement to designing a particular product such as
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motorbike (e.g. Sawhney, Verona and Prandelli, 2008). In this case, both the co-
production and co-creation of value are involved. For instance, co-production is
concerned with the elements of ‘goods’ used in the value creation process while co-
creation is concerned with the usage of the product such as in the initial ‘test-drive’
stage before 1t is introduced to the market at large. Therefore, co-production
“precedes the usage stage” (Etgar, 2008, p. 98). Regardless of co-production or co-
creation, the essence behind this notion is that customer participation is crucial and

value is always co-created.

2.3.2 FP9: All social and economic actors are resource integrators

Relative to FP6, FP9 was added in Vargo and Lusch (2006). Because value
‘resides’ in use where customers and firms engage in relational exchanges,
customers are seen as resource integrators. This means they ‘integrate’ resources
derived from themselves (i.e. knowledge and skills) along with those from the firm
and other network actors such as other firms and other customers. The NPD
literature provides ample understanding of this notion when customers integrate
resources of their own, the firm and other customers in co-designing a particular
product. Similarly, this also applies relevantly to ISST where customers use their

skills and knowledge (own resources) in making room reservation from a hotel

website (firm’s resources).

2.3.3 FP10: Value is always uniquely and phenomenologically determined by
the beneficiary

While value-in-use is primary to S-D logic because value is created and perceived
by the customer as the main resource integrator, Vargo and Lusch (2008) added
FP10 and further argued that “value is always uniquely and phenomenologically
determined by the beneficiary”. This FP is stemmed from the idea of value as
experiential and is derived from consumption experience (Holbrook, 1994).
Therefore, value is abstract, subjective or idiosyncratic “...and also explains the

nature of our personal relationships with goods and services” (Woodall, 2003, p.

3).
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The above discussions on S-D logic perspective have prepared the theoretical
foundation in understanding and discussing further the two related concepts, i.e.
customer participation and customer perceived value. These concepts are crucial as
they highlighted the important role of the customers in the service delivery process;
hence the value creating activities. This is further amplified in relation to the use of
SST where customers perform the service themselves while integrating their own
and the firm’s resources in deriving value. Therefore, the following section
discusses the concept of customer participation and followed by customer perceived

value. The gaps in the literature are highlighted at the end of the discussion.

2.4 CUSTOMER PARTICIPATION IN SERVICE

Due to high level of customer-employee interactions, the service sector of the
economy such as transportation and hospitality has long been associated with
labour or human intensiveness. Hence, productivity was considered a major 1ssue
facing the service sector. With this challenge, the customer participation concept
was seen to emerge as an important concept in the services marketing literature as
the key to addressing the role of customers in leveraging productivity gains
(Lovelock and Young, 1979). For example, Schneider and Bowen (1995)
highlighted the use of customer talents in delivering superior service while

Lengnick-Hall (1996) explained the role of customers as partial employees in

service production. Due to their significant roles, the literature also acknowledged
customers as productive resources, or competitors (Lengnick-Hall, 1996; Bitner et
al., 1997), buyers, receivers, product of the service process, or workers (Lengnick-

Hall, 1996) or ‘transient’ employees (Namasivayam, 2003).

Several definitions of customer participation can be found in the literature (see
Table 2.4) and one of the earliest definitions is by Dabholkar (1990, p. 484) who

defined customer participation as “the degree to which the customer is involved in

producing and delivering the service”.
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Table 2.4 Definitions of Customer Participation

Authors Definition

Dabholkar (1990, p. 484) “the degree to which the customer is involved in producing and
delivering the service”.

File, Judd and Prince (1992, p. 6) “the types and level of behavior in which buyers actually engage

in connection with the definition and delivery of the service (or
value) they seek”.

Cermak, File and Prince (1994, p.2)  “the customer behaviours related to specification and delivery of a
service”,

Bettencourt (1997, p. 386) “customer behaviours indicating active and responsible
involvement in the governance and development of the

organization”.

Rodie and Kleine (2000, p. 111) “a behavioural concept that refers to the actions and resources
supplied by customers for service production and/or delivery”.

Navasimayam (2003, p. 422) “refers to the consumer’s role in production processes, whetner it
is a service or tangible good”".

Hsieh, Yen and Chin (2004, p. 190) “the extent to which customers provide resources in the form of

time and/or effort, information provision, and co-production
during the service production and delivery process ",

Chan, Yim and Lam (2010, p. 49) “...CP (customer participation) as a behavioural construct that
measures the extent to which customers provide or share

information, make suggestions, and become involved in decision
making during the service cocreation and delivery process’.

Source: Researcher’s compilation

Meuter and Bitner (1998) suggested three levels of production based on customer
participation. Starting with a manufacturing-oriented perspective, the ‘firm
production’ entails the entire service being performed by the provider without any
participation from the customer. The second level pertains to ‘joint production’
where customers and the firm’s employees have shared roles in arriving at the
service outcomes. The third level which is called ‘customer production’ involves
the entire service being performed independently by the customer without explicit
involvement from the service provider; hence is seen as relevant to ISST as the

context of this thesis.

Ennew and Binks (1999) viewed participation from a more interpersonal
relationship consisting of three broad dimensions. These include information
sharing, responsible behaviour, and personal interaction. Information sharing means
that, in any participation act, the customers need to share and exchange information
with the provider in order to meet their personal needs. This dimension is seen to

apply in both, the interpersonal context and participation in ISST. As for the latter,

customer information is fed into the system which may apply as basic as keying in
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the username and password to log in to the system. The second dimension which is
related to responsible behaviour recognises the duties and responsibilities of both
parties, i.e. the service provider and the customer, in the relationship. Finally, the
personal interaction dimension posits that relationship elements such as trust,

support, cooperation, and commitment will be present or emerge.

Zeithaml and Bitner (2003) proposed strategies for enhancing customer
participation by firstly deciding what type of participation the organisations want

from its customers. Therefore, this requires them to define the customer’s “job”

which suits the nature of participation. The authors viewed the nature of
participation from as little as requiring only the customer’s presence, to needing at
least some input from the customer, to a more specific requirement seeking the
customers to actually co-create the service outcomes such as in the case of ISST.
Hence, the role of the customers has moved from being passive audience (“What
can we do for you?”) to active participants (“What can you do with us?”) (Wind
and Rangaswamy, 2001), to Bateson’s (1985) idea of “do-it-yourself” in a self-

service environment.

The above discussions imply that the level and nature of customer participation
involved strategic decisions that would affect the organisation’s productivity, its
service value, quality and customer satisfaction. This is supported by studies
providing insights on the positive effect of participation on service quality (Kelley,
Skinner, Donnelly, 1992; Ennew and Binks, 1999; Claycomb, Lengnick-Hall and
Inks, 2001), customer satisfaction (Cermak et al., 1994; Kellogg, Youngdahl and
Bowen, 1997; Bendapudi and Leone, 2003) and loyalty (Auh et al., 2007) as well as
repurchase and referral behaviours (File et al., 1992; Cermak et al., 1994). Table

2.5 adapts the review of the literature on customer participation from Bendapudi

and Leone (2003).
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Table 2.5 A Chronological Review of the Literature on Customer Participation in

Production
Author(s Focus Nature of Stud Findings and Concliusions

Lovelock and Young Consequences of  customer Conceptual Customers can be a source of

(1979) participation in production of productivity gains.
services.

Mills and Moberg (1982) The organisational technology Conceptual Suggests that one key difference
needed to manage the services between the two sectors is the
sector as opposed to the goods customer/client’s role in the
sector. production  process.  Customer

contributions to services are described
as information and effort.

Mills, Chase and Margulies Managing the customer/client as a Conceptual Suggests that greater customer

(1983) partial employee to increase involvement in the production process
system productivity. can be a source of productivity gains.

Customers’ input needs to be
monitored and assessed the same way
as regular employees’ input,

Bateson (1985) Understanding the motivations of Empirical Examines the differences between
the self-service consumer. customers who choose to do-it-

yourself and those who would choose
to be served. Shows that a segment of
customers would prefer the do-it-
yourself option even when no
incentives are offered to encourage
varticipation.

Fitzsimmons (1985) The consequences of customer Conceptual Suggests that customer participation
participation on service sector through substitution of customer
productivity, labour for provide labour, smoothing

of demand, and use of technology in
place of personal interaction may
yield  greater  service  sector
oroductivity.

Mills and Morris (1986) Customer as partial employees. Conceptual Customers may serve as partial

employees in a service setting by
sharing some of the production

e responsibilities.

Goodwin (1988)

Czepiel (1990)

Bowen (1990)

Bowers, Martin and Luker

(1990)
Kelley, Donnelly
Skinner (1990)

and

Training the customer to
contribute to service quality.

The nature of the service
encounter and directions for
research.

Taxonomy of services based on
customer participation.,

Treating employees as customers
and customers as employees.

Managing customer roles when
customers participate in service
production and delivery.

Conceptual

Conceptual

Empirical

Conceptual

Conceptual

Suggests that customers’ sources of
training and willingness to be trained
are a function of their commitment to
the provider and the presence of other
customers. When customers are
committed to the provider, they are
more willing to invest in learning how
to contribute. Customers may be
trained by both the provider and other
customers,

Suggests that customer participation
in the production process and the
satisfaction with this role may affect
customer satisfaction,

Participation is a meaningful construct
for customers describing various
services. It may be possible to
segment customers on the basis of
their willingness to participate in the
creation of services.

Suggests that treating employees as
customers through internal marketing
and treating customers as employees
through training and reward systems
enhance overall system productivity.
Suggests that customers may be
managed as partial employees when
participating in service production and
delivery by focusing on customers’
technical and functional quality input
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to the process. Suggests that customer
participation may affect overall
quality and productivity, employee
performance, and employees’

emotional responses.

Dabholkar (1990) Using customer participation to Conceptual
enhance service quality
perceptions.
Fodness, Pitegoff and The downside of customer Conceptual
Sautter (1993) participation,
Firat and Venkatesh (1993)  Argues for the reversal or roles of Conceptual

consumption and production.

Suggests that customer participation
may influence perceptions of the
waiting time and thus affect perceived
quali

Suggests that customers who are
trained to do more of the service for
themselves may develop into a
potential competitor by performing
for themselves services that were
reviously purchased.

Among the postmodern conditions
discussed is the reversal of
consumption and production as
customers take on more active roles in

prod uction.

Song and Adams (1993) Conceptual

Using customer participation in
production and delivery as

opportunities for differentiation.

Cermak, File and Prince Distinguishing participation Empirical

(1994) versus involvement effects.

Customer participation should not
always be exanined merely as a cost
minimization problem. Instead, firms
can examine opportunities for
differentiating their market offering
by  heightening or  lessening
customers®  participation in the
sroduction and delivery of products.
Attempt to distinguish involvement
from participation, but authors
conclude that participation construct
was confounded by operationalisation
as level of involvement.

Firat and Venkatesh (1995) Distinguishes  between  the Conceptual

consumer  perspectives of
modernism and postmodemism.

Argues that the modemist perspective
confines the consumer by arguing for
the ‘privileging’ of production over
consumption, Postmodernism
provides a basis for understanding a
greater consumer role in production as

— well as consumgtion.

Firat, = Dholakia  and Presents a postmodern Conceptual
Venkatesh (1995) perspective of consumer as
customiser and producer.
Hult and Lukas (1995) Customer  participation  in Conceptual
healthcare.

As consumers have  become
customisers, marketing organisations’
offerings will increasingly become
processes rather than finished
products. Consumers who are
integrated into the production systems
will need to be conceptualised as
syroducers.

Suggests that classifying health care
tasks in terms of customer
participation and complexity of the
task has important implications for

- marketing the services.

Lengnick-Hall (1996) Customer contribution to quality. Conceptual
Van Raaij and Pruyn Customer control and its impact Conceptual
(1998) on judgement of service validity

and reliability.
Prahalad and Ramaswamy  Coopting customer competence, Conceptual

(2000)

Customer influence quality by their
roles; resources, as co-producers, as
buyers, as users, and as product.
Garnering customer talents in these
roles can  yield competitive
advantages.

Suggests that customers may perceive
more or less sense of control in three
stages on the service relationship:
input, throughput, and output. The
greater sense of control, the more
customers will feel responsibihity for
and satisfaction with the service.

The changing roles of customer from
passive audience to active cocreators
of experience. Companies can achieve
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a competitive advantage by leveraging
customer competence.

Wind and Rangaswamy Customerization: The  next Conceptual In the digital marketplace, customers

(2000) revolution in mass customisation. are becoming active participants in
product development, purchase, and
consumption, Firms must become

customercentric and adopt
‘customerisation’ to add value.

Source: Bendapudi and Leone (2003, p. 16-17)

Although the review of the literatures in Bendapudi and Leone (2003) is helpful in
understanding how the concept of customer participation evolved, the authors
clearly highlighted that the review was limited to customer-employee interaction
context; hence ‘customer production’ (Meuter and Bitner, 1998) such as self-
service was not included. Further to this, it can be noted that almost 90% of the
studies were conceptual driven. In extending Bendapudi and Leone’s (2003) effort,
a review of recent papers on customer participation in Table 2.6 showed a
continuing interest amongst marketing scholars from a varied perspective along
with the increasing number of empirical papers. These include examining the effect
of customer participation on customer satisfaction and loyalty (Auh et al., 2007),
customer participation in new product development (Fang, 2008) and service failure
and service recovery (Yen et al., 2004; Dong et al., 2008). However, with the
exceptions of Dong et al. (2008) and Heinonen (2009), it can be noted that
customer participation in technology-based context in general and SST in particular
is still considered very limited. Since SSTs require higher levels of customer
participation and responsibility (Lee and Allaway, 2002), several recent studies
highlighted the need for more research in this context (Payne et al., 2008;
Heinonen, 2009) because “self-service technologies...are increasingly prevalent
and becoming a critical component of marketing” (Zhu et al., 2007, p. 493).
Arguably, encouraging customer participation echoes the major changes from a G-
D logic perspective to an S-D logic for marketing. Hence, in support of this view,
the next section recognises the need to highlight issues relating to the
conceptualisation and operationalisation of customer participation as a basis for

empirical examination in ISST environment.
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Table 2.6 Recent literatures on customer participation

Author(s) and associated Focus Nature of study Findings and conclusions
Journals
Yen, Gwinner and Su (2004) Examine how  customer Empirical High-participation customers attribute
— International Journal of participation and service blame to the organisation more likely than
Service Industry Management  expectation would affect low-participation counterparts. In terms of
service failure self-service versus full-service setting,

participation influences causal attributions

following service failure.

Dellande, Gilly and Graham  Customer participation in Empirical Customer role clarity, ability and
(2004) - Journal of terms of ‘compliance’ to motivation were affected by the service
Marketing weight-loss programs provider’s expertise and attitudinal

homophily. Besides, by complying with
the program requirements, customers
demonstrated greater satisfaction with the

program.

Hsieh and Yen (2005) — The Explore customer Empirical From a restaurant setting perspective in
Service Industries Journal participation on  service Taiwan, the researchers found positive
providers’  job  stress, relationship between customer
workload and role conflict participation and employee’s perceived
job stress and perceived workload.
Matzler, Faullant, Renzl and Examine the relationship Empirical Self-sansfaction with  their own
Leiter (2005) - Innovative Dbetween personality trais participation is influenced by the
Marketing and emotions on customer customer emotions both positive and
satisfaction ~ with  their negative emotions. These two were highly
participation  or  ‘self- influenced by individuals’ personality
satisfaction’ traits i.e. neuroticism and extraversion.
Sawhney, Verona and Collaborating with  the Empirical The capabilities of the Internet as a
Prandelli (2005) - Journal of customer )| product platform for customer engagement
Interactive Marketing innovation via the Internet. through interactivity, reach, speed,

persistence and flexibility can be used by
firms for customer collaborative
engagement in product innovation at
different stages of new product

————————————-——.—-————_——M——_—_‘

Auh, Bell, McLeod and Shih Linking co-production of Empirical Significant relationship between co-

(2007) = Journal of Retailing  service and customer loyalty production and attitudinal loyalty but not
with behavioural loyalty. Co-production

was found to be significantly influenced

by client-advisor communication, client

expertise, client affective commitment

- and client-perceived interactional justice.
Fang (2008) - Customer participation in Empirical The two dimensions of customer

Journal of Marketing new product development participation, customer participation as
an information resource (CPI) and

customer participation as a codeveloper
affects product innovativess and speed to
markets differently as moderated by
customer network connectivity and new
sroduct development process.

Dong, Evans and Zou (2008) Customer participation in Empirical Customer participation in  service

- Journal of the Academy of service recovery recovery significantly influences

Marketing Science individual’s role clarity, perceived value
and satisfaction.

Heinonen (2009) -~ Customer activity on the Empirical Higher participation in the activity on the

International Journal of website and perceived value website resulted in higher value

Electronic Business perceptions in terms of functional value,
technical value, temporal value and
spatial value.

Chan, Yim and Lam (2010) = Customer participation and Empirical Customers' economic value attainment is

Journal of Marketing value creation in financial enhanced by customer participation while

at the same time strengthens the
customer-employee  relational  bond.

However, it also increases employees’ job
stress and reduces their satisfaction to

their !'nb.

Source: Researcher’s compilation

services
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2.5 CONCEPTUAL DEFINITION AND OPERATIONALISATION ISSUES
OF CUSTOMER PARTICIPATION: APPLICATION IN SST

Although the concept of customer participation is well established (Bendapudi and
Leone, 2003) and has started to gain interest in recent years following S-D logic
perspective (Chan ef al., 2010), the review of the literature found several issues
concerning its conceptualisation and operationalisation. This has triggered the
interest of this thesis to further explore the very nature of this concept and its
application in SST. Since the concept of customer participation was established and
mainly applied in the interpersonal context, little is known from an SST standpoint
where customer participation in the service delivery excludes human involvement.
Hence, there is a need to begin with the understanding of the core definition of the
concept. According to the Oxford Dictionary®, participation means “the action of
taking part in something” and this implies a behavioural focus which conforms to
the existing definition of customer participation as a behavioural concept (see Table
2.4). In support, five out of eight definitions highlighted the word ‘behaviour’ (File
et al., 1992; Cermak et al., 1994; Bettencourt (1997) or ‘behavioural’ (Rodie and
Kleine, 2000; Chan et al., 2010). Therefore, the operationalisation of the construct
as demonstrated in the marketing literature (see Table 2.6) have adhered to this
conceptualisation (e.g. Auh et al., 2007; Fang, 2008; Dong et al., 2008; Heinonen,
2009; Chan et al., 2010). With the exception of Heinonen (2009), these recent
studies used a Likert-type scale to measure the extent of customer participation in
the service delivery. It is also important to highlight that recent development in the
S-D logic perspective has attracted scholars to discuss emerging concepts such as -
customer engagement behaviour (CEB) (van Doorn, Lemon, Mittal, Nass, Pick,
Pirner, and Verhoef, 2010) which may be seen as closely related to the concept of
customer participation. Similar to this thesis in defining the word “participation” as
discussed earlier, the authors referred to the Oxford Dictionary for the verb “to
engage” and found that it includes “to employ or hire, to hold fast, to bind by a
contract, to come into battle, and to take part” (van Doorn et al., 2010, p.254). From

this definition, it can be noted that the word “participation” also refers to “to take

‘ hitp://ox forddictionaries. com/
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part” as highlighted above, Hence, to engage and/or to participate can be accepted
as similar as both are behavioural focus in nature. van Doorn et al. (2010) defined
CEB as “the customers’ behavioural manifestation toward a brand or firm, beyond
purchase, resulting from motivational drivers” (p.253). Though they are similar, the
current researcher argued that based on the above definition of CEB, customer
participation is limited to the customers’ participation in the service delivery
process as was also the case in the current study, i.e. customer participation in ISST.
In support of this view, Uzkurt (2010) recently highlighted the works of Van Raaij
and Pruyn (1998) who argued that customer participation is concerned with
customers taking part in the service process involving three stages that are, the input
stage, the realisation stage, and the outcome stage. Therefore, for conceptualisation
and operationalisation purposes, the current study reserved the distinction between
customer participation and customer engagement as two different concepts or
constructs with a specific focus on customer participation only (e.g. Cermak et al.,
1994; Ennew and Binks, 1999).

Auh et al. (2007) referred to customer participation as ‘“constructive customer
participation in the service creation and delivery process and the extent to which
customers are engaged as active participants in the organisation’s work” (p. 363-4).
The authors measured customer participation with three and four items in the
contexts of financial service and medical service, respectively. The measures used
in both contexts provided evidence of reliability and validity. Fang (2008) studied
customer participation from the context of NPD and went to define customer
participation as “the extent to which the customer is involved in the manufacturer’s
NPD process” (p. 91). He divided the customer participation measure into two
dimensions, i.e. customer participation as an information resource (CPI) and

customer participation as a codeveloper (CPC). Four and three items used in the
respective dimension showed acceptable reliability and validity. In the context of
SST service recovery, Dong ef al. (2008) defined customer participation as “the
degree to which the customer is involved in taking actions to respond to a failure”.
Based on Meuter and Bitner’s (1998) level of customer participation (firm, joint

and customer) presented earlier, the authors argued that recovery efforts can occur
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at all three levels and used scenario-based experiments for data collection.
Recently, Chan et al (2010) examined the relationship between customer
participation and value in the financial services context. They defined customer
participation as “a behavioural construct that measures the extent to which
customers provide/share information, make suggestions, and become involved in
decision making” (p. 49). This definition seemed to be similar to Ennew and
Binks’s (1999) conceptualisation discussed earlier who studied customer

participation in the financial services context.

From the above list of current studies, Heinonen’s (2009) conceptualisation and
operationalisation of customer participation was seen as closely relevant to this
research as her study was related to customer participation in travel website. She
measured customer participation based on the total number of activities or features

that the customers use on the website to denote the extent of participation.

Further review of the literature also found that besides marketing, the field of
information systems (IS) have been interested in conceptualising and
operationalising the concept ‘participation’ by using the label ‘user participation’ in
IS development (Barki and Hartwick, 1994; Ives and Olson, 1984). In fact, Barki
and Hartwick’s (1994) paper was mainly concerned with the issue of construct
definition and operationalisation. Consistent with Vroom and Jago<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>