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ABSTRACT OF THE DISSERTATION

A Value Chain Process Model of Consumer Co-Creation Activities

By Kyungwon Lee

Dissertation Directors: Jerome D. Williams and Can Uslay

With path-breaking advances in technology, consumers have become more
informed, connected, and empowered than ever before in hypermedia computer-mediated
environments (CMEs). No longer passive recipients in the value creation process,
consumers are increasingly active participants co-creating value through interactions with

companies and other stakeholders.

This has also triggered theoretical evolutions in the marketing discipline, extending
from exchange to value creation to value co-creation paradigm. Now, value co-creation has
emerged as the central theme in contemporary marketing with a growing body of literature
to advance our understanding around the concept. However, there is lack of consensus on
the definition, theoretical domains, or process of value co-creation, creating a need to
provide an integration of the different existing perspectives around the concept in the

literature with empirical validation of the process.

By integrating two primary theoretical perspectives on co-creation in the literature
(technology and innovation management perspective and service science perspective), my
dissertation examines the antecedents and consequences of a wide spectrum of consumer

value co-creation activities, ranging from pre-launch (i.e. co-ideation, co-test, co-design,



and co-finance) to post-launch (co-promotion, co-distribution, co-maintenance, and co-
price). The objective of this paper is to empirically examine the entire process of value co-
creation from the marketer-initiated co-production efforts, such as B2C and C2C
interaction, equity, and knowledge sharing, to consumers’ value-in-use through
experience, relationship, customization, and satisfaction across a variety of value co-

creation activities.

Using the online video gaming industry as a context for data collection, a total of 561
online video game players completed the survey. Survey-based data collected to test the
proposed framework was analyzed using structural equation modeling approach. The
results show that pre-launch and post-launch co-creation have different sets of significant
antecedents and consequences. As for the drivers of dual forms of interaction (B2C and
C2C interaction) knowledge sharing has a positive effect on both B2C interaction and C2C
interaction while equity positively impacts B2C interaction only. The influence of
consumer motivations varies depending on the nature of interactions. While economic
motivation is the only primary predictor for B2C interaction, C2C interaction is found to
be influenced by social motivation and psychological motivation. As for the consequences
of C2C and B2C interactions, they have different effect on consumer participation in pre-
and post-launch co-creation activities. C2C interaction has positive effect on both pre- and
post-launch co-creation activities, while B2C interaction has direct positive impact only on
pre- not on post-launch co-creation activities; yet indirect effect on post-launch co-creation
activities through C2C interaction. Interestingly, this indicates that C2C interaction fully
mediates the relationship between B2C interaction and consumer participation in post-

launch co-creation activities. Consumers’ co-created outcomes (i.e. value-in-use) are



influenced differently depending on consumer participation in pre- vs. post-launch stages.
While perceived level of customer relationship and satisfaction are highly influenced
regardless of the types of consumer co-creation participation, experience is impacted only
by post-launch co-creation participation while personalization is impacted only by pre-

launch co-creation participation.
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CHAPTER 1: INTRODUCTION

With the rapid growth of marketing in hypermedia computer-mediated
environments (CMEs) (Hoffman and Novak 1996) and the resultant disruptive technology
developments, consumers in the contemporary marketplace are more informed, connected,
and empowered than ever before. No longer passive recipients in the value creation
process, consumers increasingly become active participants co-creating value through
interactions with companies (Prahalad and Ramaswamy 2004a) and other stakeholders. An
emerging trend in modern marketing where companies and consumers come together to

collaboratively create value is the phenomenon of consumer co-creation.

One of the most common industry practices is consumer co-creation in new product
(physical goods or service) development context where consumers can engage with
companies to generate ideas for collaborative innovation. There are many successful stories
of consumer co-creation in idea generation, product design, collaborative support system,
and product launch. Not only are companies engaging consumers in product design and
launch, but also they continue to do so after launch to promote, price and distribute the
product. Many companies provide information and communication technologies (ICT)
platforms for consumer participation in various types of co-creation activities. For instance,
Threadless is an online based t-shirt manufacturer without professional designers, sales
force, company generated advertising, and retail distribution. Such functions, which have
been handled by the company in the traditional business model, are now supported by a
variety of actors (e.g. consumers, fans, designers, hobbyists, artists, and managers) in the

co-creation domain. The designs submitted online by external actors (about 1,000 designs



per week) (i.e. co-design) are put out to the public for vote (about 10 designs are selected
per week) (i.e. co-evaluation) for the final design to be launched in the marketplace. The
promotion of the selected designs and creation of catalogues (i.e. co-promotion) are also
conducted by the multiple external actors. The entire process from pre-launch (i.e. voice of

consumers) to post-launch (i.e. word-of-mouth) is all conducted by the external actors.

Reflecting such transformative role of consumers in the value creation process,
Time magazine chose the “person of the year” as the anonymous “You” in 2006. This
recognizes the power of millions of individuals contributing to an entire spectrum of

company-initiated to consumer-driven user-generated co-creation activities.

This has also triggered theoretical evolutions in the marketing discipline, extending
from exchange to value creation to value co-creation paradigm (Sheth and Uslay 2007).
Value co-creation, a process where value is co-created jointly among the multiple
stakeholders, has emerged as the central theme in contemporary marketing literature. This
has been supported by the growing body of literature in the last decade in an attempt to

advance our understanding of the concept.

However, there is lack of consensus on the definition, theoretical domains, or process
of value co-creation (Alves et al. 2016; Fernandes and Remelhe 2015; Ranjan and Read
2016; Vargo et al. 2008). Extant literature still focuses on the conceptualization of co-
creation in the form of theoretical and conceptual frameworks particularly in the service
science perspective; yet empirical validations in the literature have been relatively scarce
(Agrawal and Rahman 2015). Little is known about the entire process of value co-creation
and there is an ongoing need to provide an integration of the different existing perspectives

around the value co-creation concept in the literature (Edvardsson et al. 2011; Payne et al.



2008). Empirical validation to understand how co-created value is processed while

incorporating complete theoretical domains is still needed.

Thus, the broad objective of my dissertation is to understand the entire process of
value co-creation and explore the relative influence of various dimensions of value co-
creation. More specifically, this study contributes to the co-creation literature by addressing

the following research objectives.

1) To extend the entire spectrums of value co-creation encompassing pre-launch (co-
ideation, co-design, co-test, and co-finance) and post-launch (co-promotion, co-
distribution, co-pricing, and co-maintenance) co-creation activities.

2) To provide a comprehensive model to understand how co-created values are
processed: from company-led efforts in co-creation (co-production) to consumer-
led co-creation (value-in-use) across various types of co-creation activities from the
perspectives of the consumers.

3) To broaden the value co-creation concept from company-consumer dyadic
perspective to company-consumer-other fellow consumer triadic perspective,
particularly focusing on dual forms of interaction, namely B2C and C2C interaction.

4) To compare two segments of consumers (lead users and regular consumers) for

diverse types of value co-creation activities.

To address these objectives, my dissertation addresses the following broad research

questions.

RQ1. What are the antecedents and consequences of a wide spectrums of consumer

value co-creation activities, ranging from pre-launch (i.e. co-ideation, co-test, co-



design, and co-finance) to post-launch (co-promotion, co-distribution, co-

maintenance, and co-price)?

RQ2. How co-created value flows from marketer-initiated co-production efforts to

consumers’ co-created value (i.e. value-in-use)?

Overall, the contributions of this study are threefold.

First, to the best of my knowledge, my dissertation is the first to empirically
examine the entire process of value co-creation activities incorporating pre-launch (co-
ideation, co-design, co-test, and co-finance) and post-launch (co-promotion, co-
distribution, deco-pricing, and co-maintenance) activities. It is a rich and comprehensive
conceptualization of value co-creation by examining the breath (i.e. scope) and depth (i.e.
intensity) of the co-creation activities. The context for co-creation in the literature is
largely concentrated on new product (i.e. physical goods and services) development (i.e.
pre-launch co-creation activities). There is still paucity in the literature examining the
commercialization (Hienerth 2006; Hoyer et al. 2010) and post-launch co-creation
activities (Hoyer et al. 2010). It has been recognized in the literature that the extension of
co-creation contexts such as co-conception, co-price, co-distribution, co-consumption, co-
maintenance, co-disposal, and co-outsourcing should be addressed (Frow et al. 2015;
Saarijarvi 2012; Sheth and Uslay 2007). Acknowledging that post-launch stages are critical
for product success, my proposed model fills the gap in the literature by extending the
spectrums of value co-creation by incorporating both pre- and post-launch co-creation
activities. Additionally, the choice of the data collection context (online video gaming
industry) is highly appropriate to examine diverse co-creation activities due to its unique

combination of consumer-participatory culture practices along with the media technologies



development (Green and Jenkins 2009). Yet, this context has not received much attention
in the marketing literature in general. This study can shed light on this context which is

worthy of further exploration in the marketing literature.

Second, | frame the process of co-created values into three theoretical pillars of
value co-creation: 1) company-led value co-creation (co-production) such as interaction,
equity, and knowledge sharing, 2) consumer participation in value co-creation activities,
and 3) consumer-led value co-creation (value-in-use) through experience, relationship,
customization and, satisfaction. While consumer participation in co-creation (behavioral
aspect of value co-creation) where consumers can actually participate in diverse types of
co-creation activities (similar to technology and innovation management perspective) is
the primary focus of my proposed model, the process of value is adopted from the service
science perspective, which links two major conceptual domains of value co-creation (co-
production and value-in-use). In this way, the proposed model includes two theoretical
pillars of value co-creation from service science perspective (under the umbrella of
Service-Dominant logic) and consumer participation in co-creation activities where actual
interaction happens between company and consumers (from technology and innovation
management perspective and aligned with the view from Grénroos and Voima (2013)).
While existing research involves different meanings of co-creation due to the lack of
consensus on the definition of the value co-creation concept (Alves et al. 2016; Fernandes
and Remelhe 2015), my dissertation can contribute to integrating both streams of literature

as an eclectic interpretation of value co-creation phenomenon.

Additionally, the concept of value co-creation has been extended to integrate all of

the actors (e.g. consumers, company, consumer communities, suppliers, networks of



company etc.) within the entire system, compared to the earlier conceptualization focusing
on company-consumer dyadic perspective (Prahalad and Ramaswamy 2004a; Prahalad and
Ramaswamy 2004b; Prahalad and Ramaswamy 2004c; Vargo and Lusch 2004).
Specifically, my dissertation incorporates dual forms of interaction, B2C and C2C
interactions. By examining the triadic perspectives among company, consumers (online
video game players) and other consumers (fellow online video game players) in the online
video gaming context, my dissertation contributes to the literature by switching its focus
from a linear consumer-company dyadic perspective to a consumer-company-other

consumer network perspective of value co-creation.

To empirically address these research issues on how co-created value flows from
company-led efforts (i.e. co-production) through consumer value (i.e. value-in-use) along
the entire spectrums of co-creation activities, survey-based data collection was conducted
in the online video gaming industry to test the proposed framework and analyzed using

structural equation modeling approach.

In seeking to address these issues, the rest of my dissertation is organized as
follows. After this introduction, | discuss the theoretical perspectives and the relevant
stream of literature. Then, hypothesis development section is provided, followed by the
methodology and analysis. Lastly, I conclude with a discussion of the limitations and future

research directions.



CHAPTER 2: PERSPECTIVES AND RELATED LITERATURE REVIEW

2-1. Evolution of Marketing Thoughts and the Rise of Co-Creation Paradigm

While exchange was a predominant underlying paradigm of marketing for several
decades, newer conceptualizations of the discipline have evolved to refocus on value
creation, followed by further refinement to the collaborative concept of value co-creation.
The evidence of such evolving marketing paradigm can be traced to the official definitions

of marketing adopted by the American Marketing Association (AMA) over the years.

The term “exchange” was first adopted in the 1985 official definition of marketing,
which was the first adaptation of the original definition of marketing since 1935. This
adaptation implies that marketing discipline accepted the exchange paradigm. Exchange,
the act of transferring goods with a return of relative value as an underlying assumption in
any form of economic transactions, has been the focal construct in all human science
(Anderson et al. 1999). Marketing also accepted this foundational concept as a key
phenomenon for the desired outcome (i.e. enhancing satisfaction) (Houston et al. 1992;
Sheth and Uslay 2007). However, the exchange paradigm has been subsequently
challenged by several marketing scholars as it faces a number of limitations to fully explain

every aspect of the marketing process (Sheth and Uslay 2007).

The primary focus of the exchange paradigm lies in the visible role of sellers in
creating customer value (Sheth and Uslay 2007). This implies that the role of company is
the primary focus of the marketing under the exchange paradigm. Aligned with this view,
the company almost entirely drives value in value creation process, emphasizing the value-

in-exchange (between buyer and seller). For any exchange to happen, there should be at



least one buyer and seller in the market; yet, the other roles of the seller such as supplier,
producer, distributor, or financer have been underappreciated, leading to depreciating or
underestimating other types of values derived from such roles (Sheth and Uslay 2007).
Since the particular roles of sellers are the primary focus, any relationship engagement
during the value creation process is also deemphasized in the exchange paradigm

(Gronroos 1990; Sheth et al. 1988).

Vargo and Lusch (2004) propose “value-in-use” with the Service-Dominant (S-D)
logic in their seminal paper, leading to a huge impact in the discipline by shifting the focus
on value-in-exchange to “value-in-use”. While value-in-exchange is limited to capture
“goods” as a primary form of the exchange transaction, value-in-use can help to explain
the entire process of value creation such as intra-and extra-network, and consumers
experiential value as a part of value creation process by focusing on service as a unit of
analysis (Vargo and Lusch 2004). While exchange paradigm limits on specified roles and
responsibilities of market participating actors such as companies and consumers, the
introduction of value-in-use helped to realize that there are other types of value, other than
value-in-exchange. In return, marketing discipline has undergone a shift from the exchange
to value creation paradigm. While value creation paradigm accepts that there are many
types of values, it still holds a view that value is created in the company and then exchanged
to consumers (Sheth and Uslay 2007). Yet, some scholars propose that value can be co-

created by the company and consumers together (Prahalad and Ramaswamy 2004a).

Value co-creation, a process where value is co-created jointly by the company and
consumers (Prahalad and Ramaswamy 2004a; Vargo and Lusch 2004), has received

significant attention as consumers became more empowered and informed than ever before



due to the technological development and wide availability of the Internet. In other words,
the company-centric view in value creation shifts to value co-creation, particularly
highlighting the vital role of consumers in value creation process. One of the essential
aspects that differentiate value co-creation from the value creation is the spectrums of
collaborative activities that can be performed jointly by the company and the consumers
along the entire value chain starting from co-conception, and co-design through co-
production, co-promotion, co-pricing, and co-distribution to co-consumption, and co-
disposal (Frow et al. 2015; Saarijéarvi 2012; Sheth and Uslay 2007). Such a broad spectrum
of value co-creation activities involving more than two actors makes value co-creation a
much richer, enduring and relational perspective than the traditional concept of exchange.
Similarly, self-service, where consumers co-created the service delivery process with the
company is only a small part of the diverse co-creation spectrums. The spectrum of co-
creation does not only limit to self-service type but also incorporate consumers’ needs and
wants reflecting the voice of the consumers (Jaworski and Kohli 2006; Sheth and Uslay
2007). The value co-creation focuses not only on company and consumer but also on other
stakeholders (e.g. other consumers, suppliers, distributors, employees, stockholders, and
other network partners), further extending the scope of value co-creation participants. In
addition, different from exchange paradigm whose basis is on self-interest (win-loss), value
co-creation paradigm assumes mutual win-win in nature and dependency on the quality
and diverse personal experiences (Leavy and Moitra 2006; Sheth and Uslay 2007). As
consumers and other stakeholders (e.g. firms, consumers, suppliers, distributors,

employees, stockholders, and other network partners) are more engaged in the value
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creation process, we are noticing a shift from value creation to value co-creation as the

focal point of interest in marketing.

In light of the above factors, AMA proposed and introduced a new definition of
marketing in 2004, focused on creating and delivering “value” through customer
relationship, thus replacing the historical exchange paradigm (see figure 1). Further, the
revised definition in 2007 emphasizes delivering “value” to multiple stakeholders. The
changing definitions of marketing show how marketing paradigm has evolved (see table

1).

Table 1. American Marketing Association's Definition of Marketing

Year AMA’s Definition of Marketing

1935 Marketing is the performance of business activities that direct the flow of
goods and services from producers to consumers.

1985 Marketing is the process of planning and executing the conception, pricing,
promotion, and distribution of ideas, goods and services to create exchanges
that satisfy individual and organizational objectives.

2004 Marketing is an organizational function and a set of processes for creating,
communicating, and delivering value to customer and for managing customer
relationships in ways that benefit the organization and its stakeholders.

2007 “Marketing is the activity, set of institutions, and processes for creating,
communicating, delivering, and exchanging offerings that have value for
customers, clients, partners, and society at large.
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2-2. Current Trends in Literature on VValue Co-Creation

As value co-creation has emerged as the central theme in contemporary marketing,
a growing body of literature has been built up around the concept, indicating great interest
in this topical area (Alves et al. 2016). The literature on value co-creation has blossomed
in various areas, which has contributed to diverse approaches and theoretical perspectives
in co-creation research. There are two major theoretical perspectives in the co-creation
literature: (1) technology and innovation management perspective in new product

development, and (2) service science from service theory perspective.

Literature has been greatly influenced by two seminal papers, “Co-opting customer
competence” by Prahalad and Ramaswamy (2000) and “Evolving to a new dominant logic
for marketing” by Vargo and Lusch (2004). Prahalad and Ramaswamy (2000) introduce
the concept of “co-creation” by emphasizing the transformative role of the consumer in
value creation process, who can co-create value through the interaction and collaboration
with companies. This implies that certain part of the work is shifted to the consumer in the
co-creation paradigm (e.g. consumer participation in idea generation, evaluation, testing,
or self-service), which can benefit both companies and consumer. Through consumer co-
creation, companies can achieve product/service innovation (Bitner et al. 2000; Fuller et al.
2008; Sawhney et al. 2005), improved financial performance (Ostrom et al. 2010), and
enhanced fit with consumer needs (Fang et al. 2008) while consumers experience enhanced

level of consumption and usage experiences (Gentile et al. 2007; O'Cass and Ngo 2012;

! Because the focus of this study is “consumer” value co-creation, I limit the scope of value co-creator as the
consumer.
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Payne et al. 2008), improved relationship with company, greater personalization, and

higher satisfaction (Zhang et al. 2015).

2-2-1. 1st Theoretical Perspective: Technology and Innovation Management

Due to path-breaking technological advances along with the wide accessibility of
the Internet, consumers have become connected and informed than ever before, making
them active participants in the value creation process rather than passive recipients
(Prahalad and Ramaswamy 2004a; 2004b; 2004c). Such a changing role of consumers has
become an underlying assumption for the technology and innovation management
perspective (Galvagno and Dalli 2014). This perspective includes literature from a number
of disciplines, other than marketing, such as management (innovation studies whose
primary focus is on collaborative and open processes among companies and users), and
information systems research (whose primary focus is on technological and open
innovation platforms) for consumer participation and engagement (Galvagno and Dalli

2014).

Extant research from this perspective examines open forms of innovation (open-
innovation?), which invites consumers to participate in company-initiated co-creation
activities to improve the existing product or to satisfy the needs that have not been
addressed in the market. This form of user innovation becomes increasingly vital, notably,

in the context of new product development (Hoyer et al. 2010). In return, the vast amount

2 Among four types of open innovation (technology transaction, user innovation, business models, and
innovation markets), this study limits its scope to ‘user innovation’ (Lichtenthaler 2011). This study also
limits its focus on user innovation form requiring interaction between company and consumers, excluding
‘mass collaboration/peer production’ (e.g. Wikipedia or Linux).
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of literature from this perspective emphasizes how companies make consumers engage in
co-creation activities. Co-creation is a focal opportunity for companies to get the
knowledge and needs from consumers in areas such as product design or assembly (Franke
et al. 2006; Kristensson et al. 2004), and customization of product functionality (Simonson
2005), or service design (Melton and Hartline 2015). Therefore, the focal point of interest
from this perspective is on consumer participation in co-creation activities (i.e. behavioral

manifestation of consumer participation in co-creation activities).

There are abundant studies examining antecedents and consequences for consumer
participation in co-creation activities, mainly in the new product development context.
Examples of such antecedents include consumer motivators such as financial, social,
knowledge, and psychological (Fernandes and Remelhe 2015; Frey et al. 2011; Hoyer et
al. 2010; Nambisan and Baron 2009; Verleye 2015); consumer segmentation such as lead
user (von Hippel 1986), emergent nature consumer (Hoffman et al. 2010), innovator
(Moore 1991) and market maven (Feick and Price 1987); or company impediments such
as secrecy concerns, sharing of intellectual property, and production infeasibility (Hoyer
et al. 2010); and company stimulators such as increased consumer benefits and reduced
consumer costs through enhanced level of interaction (Hoyer et al. 2010). Benefits such
as product quality improvement, reduced risk, and market acceptance increase are some of
the consequences of consumer co-creation activities (Hoyer et al. 2010). However, the
scope of co-creation activities in this perspective tends to focus on new product
development process, in other words, up to the pre-launch stage. Post-launch co-creation

activities such as commercialization and post-launch stages (later stages of the new product
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development) have not been covered much (Hoyer et al. 2010), which remains the missing

gap in the literature.
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2-2-2. 2nd Theoretical Perspective: Service Science Perspective

The Service-Dominant (S-D) logic has emerged as a contemporary paradigm in
marketing, which views service as what is always exchanged, and goods as one method of
service provision (Lusch and Vargo 2006a). Service is defined as “the application of
specialized competencies (knowledge and skills), through deeds, processes, and

performances for the benefit of another entity, or the entity itself” (Lusch and Vargo 2006a).

The S-D logic focuses on services rather than products as a unit of analysis and
service as the common denominator of the exchange process, which shift the focus from
exchange to value creation. The S-D logic also moves the focus in marketing from tangible
(operand) to intangible (operant) resources (Lusch and Vargo 2006a). This line of research
has become the foundation for the service science perspective in marketing (Alves et al.
2016; Galvagno and Dalli 2014). The S-D logic is increasingly relevant in the
contemporary market as today’s business inherently competes on service delivery and
quality. While goods, from the perspective of the S-D logic, are simply distribution
mechanisms for service capabilities, value is created by the end users/consumers when they
experience/consume service within a system of service exchange, namely “value-in-use”.
The experiential or phenomenological views of value (i.e. value-in-use) have been the
primary focus in this perspective. Lusch and Vargo (2006a) differentiate co-created value
into values derived from the usage/consumption stage (value-in-use) and co-production
which precedes the usage/consumption phase. In other words, value co-creation is the
superordinate construct which has two theoretical sub-dimensions: co-production and

value-in-use.
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The concept of value has been extended, elaborated, and further consolidated in S-
D logic as reflected in the changes in foundational premises (FPs) (Vargo and Lusch 2016).
“Value-in-use” has been extended to “value-in-context” (Chandler and Vargo 2011; Vargo
2008), and “value-in-social-context” (Edvardsson et al. 2011), both of which reflect the
fact that value has contextual nature. Value is relativistic in different contexts, and such
context should be understood from social constructions (Edvardsson et al. 2011), which
further needs to be understood from institutions and intuitional arrangements (Vargo and
Lusch 2016). For instance, consumer co-creation activities in the online video game
industry can be a great example to understand how value is co-created through co-
production and value-in-use in the context of video gaming industry (value-in-context).
The online video game industry offers a rich context in which companies and consumers
collaborate to co-create value. In this context, consumers participate in diverse types of co-
creation activities such as attending beta testing and providing ideas for new/sequential
game development etc. (i.e. value creation through co-production). Game players (i.e.
consumers) experience unique value (i.e. value creation through value-in-use) through
collaborating with other fellow game players (i.e. other consumers) and the company in

this online video gaming context (value creation through value-in-context).

As value co-creation is still an evolving paradigm, there is lack of consensus on the
definition, theoretical domains, or process of value co-creation (Alves et al. 2016;
Fernandes and Remelhe 2015; Ranjan and Read 2016; Vargo et al. 2008). Extant literature,
especially in service science perspective, has still mainly focused on its conceptualization
in the form of theoretical and conceptual frameworks; yet empirical validations in the

literature have been relatively scarce (Agrawal and Rahman 2015). About a fifth of the
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literature applies complete two subordinate domains (co-production and value-in-use) of
value co-creation and only about 3% of the studies examine all the sub-dimensions of value
co-creation (Ranjan and Read 2016). Little is known about the entire process of value co-
creation. Empirical validation incorporated from theoretical domains is warranted to

understand the value co-creation process.

2-2-3. Different Focus on Value Co-Creation Between Two Perspectives

Co-creation is the fundamental construct for both streams of perspectives. Through
the evolution and prospects of S-D logic, “co-creation” is one of the five identified themes
conceptualizing ideas in the S-D logic related literature, and most connected with the focal
cluster of S-D logic research since the formative years (2004-2008) up to the continuing
evolution (2009-2015) (Wilden et al. 2017). The co-creation theme within S-D logic
extends to other areas, and one of the emerging cross-reference areas is open innovation
from technology and innovation management perspective (von Hippel 2005; Wilden et al.
2017). There is a growing need to incorporate innovation related literature in S-D logic
conceptualization. Yet, it is interesting that the primary approach or attention to co-creation

is different between two perspectives.

To understand how each perspective’s approach to co-creation is different, it is
important to acknowledge that S-D logic started while challenging the Goods-Dominant
(G-D) logic based on the foundation of economics. G-D logic interprets value as embedded
in final output captured by final price; yet S-D logic proposes another form of value,

“value-in-use”, which refers that the value is determined and derived by the end
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user/consumer (Lusch and Vargo 2006a; Vargo and Lusch 2004; Vargo et al. 2008). The
nature of value-in-use is experiential and phenomenological. However, it does not
necessitate the consumer participation in co-creation activities, which requires any direct
or indirect interaction between company and consumer. Consumers creating values during
usage/consumption stage is considered as value co-creation as this perspective interprets
value co-creation from the entire process of resources integration in the service system. In
other words, value is created with combined efforts between multiple stakeholders within
the service system. This, in turn, suggests that the entire process of resources integration
among service systems is the basis of understanding value. All of the stakeholders within
the service system are value co-creators, and the beneficiary (e.g. consumer) always
determine the value (Vargo and Lusch 2008; VVargo et al. 2008). Hence, value is co-created
within the service system as each actor plays a role in integration resources for value co-
creation. This view is reflected in the most updated FP6 from the S-D logic (“Value is

cocreated by multiple actors, always including the beneficiary”) (Vargo and Lusch 2016)

However, some scholars have challenged S-D logic’s view on value co-creation
(Gronroos and Voima 2013). Gronroos and Voima (2013) state that value is co-created
only in a joint sphere where direct and personal interaction arises between provider and
customer. They claim that customers create value in customer sphere where value-in-use
arises but not co-create value. The way that Gronroos and Voima (2013) interprets value
co-creation is focused on the behavioral aspect of “consumer participation” in value co-
creation, which is similar to the technology and innovation management perspective. This
clearly shows that the lack of consensus on the definition of value co-creation exists among

scholars within the service science perspective.
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Although these two theoretical perspectives on consumer value co-creation use the
same term (value co-creation), the different focus on value co-creation explains the major
trend in two streams of literature. While the literature from the technology and innovation
management perspective are mostly empirical with a focal construct as consumers’
participation in co-creation activities (mostly in new product development context), that
from service science tend to be conceptual. Although service science perspective also
considers value co-creation naturally requires participation of beneficiaries among one or
more than one service system, the innovation and technology management perspective
mainly focuses on behavioral aspect of co-creation in collaborative activities when it comes

to the co-creation.

Based on two theoretical pillars of value co-creation (co-production and value-in-
use) proposed by Lusch and Vargo (2006a), the focus of co-production could be behavioral
aspect of co-creation, which is the primary focus of the technology and innovation
management perspective. When it comes to the focus of service science perspective, their
primary focus of co-created value belongs to value-in-use within the service system. Based
on the definition of value co-creation (joint creation of value among multiple stakeholders),
technology and innovation management perspective interprets co-creation more narrowly
than the service science perspective. Conceptually, service science focuses on expanded
scope of value co-creation, the technology and innovation management perspective zoom
into a smaller aspect of value co-creation, particularly behavioral manifestation. Yet, we
see, the term (value co-creation) in the literature has been used simultaneously between

two perspectives.
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One of the major contributions of this study is to link the two streams of research
by relying on the value co-creation definition that can be accepted to both perspectives.
The existing research involves different meanings of co-creation as the definition of value
creation is not consistent (Fernandes and Remelhe 2015), which is apparently a missing

gap in the literature.

While we focus on consumer participation in co-creation activities (behavioral
aspect of value co-creation) where consumers can actually participate in diverse types of
co-creation activities (similar to technology and innovation management perspective), the
purpose of this study is to understand how “value” is processed through diverse types of
Cco-creation activities along the value chain from the consumers’ perspective. The process
of value is adopted from the service science perspectives, which links two major conceptual
domains of value co-creation (co-production and value-in-use). In this way, the proposed
model includes two conceptual pillars of value co-creation from service science perspective
and consumer participation in co-creation activities where actual interaction happens
between company and consumers (from technology and innovation management

perspective and aligned with the view from Grénroos and Voima (2013)).

2-3. Extending the Spectrums of Value Co-Creation Contexts

Traditionally, companies hold sole responsibilities to deliver products (i.e. physical
goods or services) to the market through a set of activities along with the entire value chain.
This means that every company performs a collection of activities from product design and

production, sales and marketing, distribution, and after service support, which is named
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primary activities (Porter 1985). Yet, these activities are not at the hand of companies
anymore in the consumer co-creation era. Consumers actively complement every process
of activities along the value chain, from product development stage (i.e. pre-launch) to
deliver products in the marketplace after product launch (i.e. post-launch). Such practice
of engaging consumers has become even more a common practice in the market with the
proliferation of new technologies (e.g. smart phones, tablets, laptops, etc.) and social

technologies (e.g. online brand communities, forums, social networking sites, wikis, etc.).

Extant literature, mainly from the technology and innovation management
perspective, dive into consumer co-creation in the context of new product development,
namely categorized as pre-launch stage. Since identifying and fulfilling consumers’ needs
for new product development is a critical success factor, companies employ a variety of
methods to better serve and identify consumer needs. Yet, traditional marketing research
methods have limitation to identify these needs, companies started involving consumers in
all stages of product development process such as co-ideation, co-evaluation, co-design,
co-test, and co-launch (OHern and Rindfleisch 2009; von Hippel 2005; Russo-Spena and
Mele 2012). These stages, constituting five types of pre-launch co-creation activities, cover
the entire process of consumer co-creation before a product is launched in the market.
There are specific product categories and consumption situations where co-innovation
happens most frequently and with the greatest impact. Such categories tend to be related to
technologically savvy products with noticeable differences in product attributes (Etgar
2008). Therefore, the success of a co-innovation process tends to skew toward a product
which involves radical innovation with the help of consumers’ knowledge and insights on

products.
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While there is some research on different consumer value co-creation activities
such as co-development (i.e. voice of consumer) particularly in innovative product
development context, and co-promotion (i.e. word-of-mouth), the spectrum of value co-
creation in the literature is largely concentrated on pre-launch stages. However, in co-
creation era, consumers perform all ranges of primary activities such as sales and
marketing, distribution, and maintenance than ever before. Some studies examine
consumer co-creation in commercialization and post-launch stages such as product support
service to peer consumers (Nambisan and Baron 2009; OHern and Rindfleisch 2010), and
commercialization of the rode kayak industry (extreme sporting industry) with consumers
(Hienerth 2006). The examples of such consumer post-launch co-creation activities vary
by its scope. Consumers promote products to other consumers through electronic word of
mouth, or even refer others to try products (i.e. consumer-led referral programs) through
either shared transactional platforms or other microblogging services (Zwass 2010), or
even participate in blogging or online brand communities (Brodie et al. 2013). These co-
created activities fall into commercialization or post-launch stages. Although
commercialization and post launch stages tend to be expensive and high in risk (Crawford
and Di Benedetto 2008), relatively little attention has been paid to consumer co-creation
during commercialization (Hienerth 2006) and post-launch stages (Hoyer et al. 2010). Now
that consumers can take roles of core business activities for which companies were
traditionally responsible, there is a clear need to extend the spectrums of value co-creation
activities® to post-launch stages, such as co-conception, co-pricing, co-distribution, co-

consumption, co-maintenance, co-disposal, or co-outsourcing (Frow et al. 2015; Saarijarvi

3 Since the focus of this research limits to consumer value co-creation, other types of co-creation activities
among other stakeholders are not within the scope of this paper.
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2012; Sheth and Uslay 2007). Yet, the current literature on co-creation focuses on either
pre-launch co-creation activities or particular contexts such as co-promotion, which is a
piece meal from the entire spectrums of the co-creation activities from pre-launch to the
post-launch. Although co-creation can happen across diverse types of value creation
processes, to date, there is no empirical study examining the entire spectrums of the co-

creation activities from the consumer perspective.

To address this gap in the literature, this study provides a comprehensive context
where all stages of the consumer co-creation process can be examined from pre-launch to
post-launch. By extending the breadth (i.e. scope) and depth (i.e. intensity) of the consumer
co-creation contexts, this study selects four co-creation activities for the pre-launch (co-
ideation, co-design, co-test, and co-finance) and four for the post-launch (co-promotion,
co-distribution, co-price, and co-maintenance*) context (see figure 2). Post-launch co-
creation tends to be more driven by consumers while pre-launch tends to be initiated by
the company. Regardless of our categorization of who initiates such co-creation activities,
one common factor between pre-launch and post-launch co-creation is that consumer co-

creation happens in a variety of settings in various forms.

4 For this study, the categorization between pre- and post- launch depends on the product launch stage. For
instance, co-promotion such as word-of mouth or personal blogging can happen in pre-launch or co-testing
can happen in post-launch; however, this study uses categorization where it is more predominant between
pre- and post-launch.



25

Figure 2. Extended Spectrums of Value Co-Creation Context in the Proposed Model

Pre-Launch Post-Launch
Co-Creation Activities . Co-Creation Activities
Co-Ideation Co-Promotion
Co-Design Co-Distribution
Co-Test Co-Maintenance
Co-Finance Co-Price

2-3-1. Pre-Launch Co-Creation Activities

Companies engage consumers in a variety of types of pre-launch co-creation
activities in order to use consumers’ knowledge about needs and solutions during diverse
stages of new product development process. This type of co-creation activities are
primarily initiated by companies through interactive platforms where information
exchange and interaction take place between company and consumers, and between
consumers (Fernandes and Remelhe 2015; Frey et al. 2011; Prahalad and Ramaswamy
2004b). The primary focus in this context is new product development for innovative
product, up to product and service launch stages. Extant literature focuses on user-led
innovation such as open innovation with consumers, lead-user approach, and

crowdsourcing.

Companies invite multiple actors such as lead-users, consumers, fans, partners,

professionals, and intermediaries to generate ideas (“co-ideation”), evaluate ideas (“co-
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evaluation”) through commenting and voting, helping with designing by linking the
identified ideas or needs with possible solutions (“‘co-design’), and testing the product or
service before launch to improve product/service prototypes (“co-test and co-launch”)
(Russo-Spena and Mele 2012). The four types of pre-launch co-creation activities in the

proposed model are: 1) co-ideation, 2) co-design, 3) co-test, and 4) co-finance.

Co-ideation is the process of co-generation of ideas from consumers that companies
employ to obtain direct and external voices. Companies open the idea generation phase to
a wide network of external actors, and frequently create web sites as connecting spaces for
actors to communicate and share their ideas and insights (Russo-Spena and Mele 2012).
For instance, Starbucks implemented 277 ideas into new products or services out of more
than 150,000 ideas submitted over the five years since its launch of the idea generation
website (mystarbucksidea.com). Such ideas do not limit itself for product such new flavors
(e.g. hazelnut macchiato, mocha coconut Frappuccino), but for services such as free wi-fi

service (i.e. one click wi-fi service without any cost) or mobile payment through drive thru.

Co-design is defined as a collaborative practice of bringing together companies,
consumer and other actors who are linked by a shared context and interest and engage in a
wide range of practices aimed at bridging the gap between identified ideas or needs and the
possibility of finding a solution. In co-design, users are assigned the role of “experts” based
on knowledge, experience, interest, passion and effort, and play a large role in concept and

product development (Russo-Spena and Mele 2012).

Co-test is defined as the process of companies engaging their consumers to support
the improvement of prototype product/services before they are launched and marketed. Co-

test is used to assess the marketability of a product or service (Russo-Spena and Mele 2012).
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There are a number of companies which have provided platforms to interact with
external actors and accommodate external voices from them: BMW’s co-creation lab,
Dell’s idea storm, Fiat’s solicited design via their website, or P&G’s Connect+Develop.
Some of these platforms are geared towards one particular type of co-creation activity
while others towards multiple types of co-creation activities. For instance, P&G
Connect+Develop platform is mainly to develop new solutions (i.e. co-design), while
Threadless, an online-based t-shirt manufacturer, provides opportunities for anyone (e.g.
consumers, fans, designers, hobbyists, artists, and managers) to participate in diverse types
of co-creation activities: submitting t-shirt designs (i.e. co-ideation), voting for the best
design (i.e. co-evaluation), and promoting the selected designs and creating catalogues

through consumers word-of-mouth (Russo-Spena and Mele 2012).

An additional type of co-creation activity that can be considered as pre-launch is
“co-finance”. Co-finance is a type of crowdsourcing which falls within interdependent
activities through virtual communities with well-structured tasks (the solution to the
problem is well-defined) with low commitment (Nakatsu et al. 2014). Co-finance,
synonymously named as crowd funding, engages crowds to invest in financing for
inventions, new design ideas, and other creative projects for launch in the marketplace
(Nakatsu et al. 2014). One of the most well-known crowd funding platforms is Kickstarter,
which invites lay persons from the crowd to financially support thousands of creative
projects regardless of the size of investment. For example, Pebble, a start-up company
selling a smart-watch, raised over $1 million in an hour and over $9.5 million a week later

through a project on Kickstarter (Metz 2016).
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2-3-2. Post-Launch Co-Creation Activities

The success of any new product does not rely solely on pre-launch stage only. Post-
launch and commercialization stages are critical stages for product success. Companies can
derive benefits by engaging consumers in these stages including faster diffusion through
WOM, saving cost and time on product support (Nambisan and Baron 2009), and early
detection of potential problems with the new products. Post-launch stages involve activities
converting inputs to outputs to create value through physical creation, sales, maintenance,
and support of a product or service, named as primary activities by Porter (1985). Four
types of post-launch co-creation activities are chosen as post-launch co-creation activities

for this study: 1) co-promotion, 2) co-distribution, 3) co-maintenance, and 4) co-price.

Co-promotion is defined as consumer involvement in communicating company’s
products or services to others®. With the technological advances along with the
proliferation of social media, co-promotion has become much more prevalent than any time
in the form of e-WOM promotion via website. The e-WOM promotion can be conducted
through shared transactional platform (e.g. Amazon), social networks (e.g. Facebook), and
other social media such as microblogging site (e.g. Twitter) (Zwass 2010). Companies
actively deploy e-WOM in co-creation activities (Zwass 2010). Any form of consumer
actions in raising awareness of a product or brand can be considered as a co-promotion
activity. The e-WOM is “any positive or negative statements made by potential, actual, or
former customers about a product or company, which is made available to a multitude of

people and institutions via the Internet” (Hennig-Thurau et al. 2004). For instance,

5 Co-promotion can happen both in pre- and post-launch stages. For example, movies are highly advertised
through consumer blogging or word-of-mouth before they hit the market. However, this study doesn’t include
such co-promotion activities which can happen before product launch.
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consumer co-promotion examples not only limit to online reviews regardless of the content
of the review but also include sharing personal experiences and concerns with other
consumers on brand communities (e.g. P&G’s community for consumers to share hygiene

products experience).

Co-distribution is defined as involving consumers in sharing and supplying
company or company related information/materials, which helps in the process of making

a product or service available through channels distinct from the traditional business model.

Co-maintenance can be defined as involving consumers in maintaining company
related activities or communities. This type of activity, traditionally all conducted by the
company, could be transferred to the consumers due to technological innovation with
affordable high-speed internet. One such example can be co-hosting or co-maintaining
brand communities with consumers. Co-maintenance can include not only maintaining the
server of the communities, but also creating an interactive atmosphere on such
communities by those consumers who are actively participating. For instance, Harley
Owners Group (HOG) is a special community for the Harley-Davidson consumers operated
by Harley-Davidson. Due to its unique lifestyle and culture among Harley-Davidson users,
the million plus active member brand community truly represents a unique brand image

for the Harley-Davidson users.

Co-price can be defined as consumer involvement in price setting initiatives by
communicating the willingness to pay information for particular features. The traditional
business model used to setting up price by determining value of the final outcome (physical
goods or service) since it considers that value belongs to the company as a fixed pie (Bertini

and Gourville 2012). However, engaging consumers into value creation, delivery, and
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determination process is a possible way to enlarge the size of the pie (Bertini and Gourville
2012). One such consumer engagement is a co-price. Co-price can be considered as a
primary asset to assist in designing value propositions through interactions and dialogue
(Ballantyne et al. 2011) after a product is launched. In this way, pricing can be used to
create shared value by allowing prices to change based on customer needs such as auctions

(Bertini and Gourville 2012).

2-4. Linkage Between Co-Production and Value-In-Use

2-4-1. Process of Value: From Co-Production, Co-Creation Activities, to Value-In-Use

Value co-creation consists of two separate theoretical pillars: co-production and
value-in-use (Lusch and Vargo 2006a; Ranjan and Read 2016). In other words, value co-
creation is a superordinate construct and those two constructs (co-production and value-in-

use) are theoretical pillars.

Co-production refers to consumer participation in diverse activities of the product
design process in the creation of the core offering itself (Etgar 2008; Fang et al. 2008). Not
only consumers, any partners in the network can collaborate with company for co-
production. In the co-production stage, the locus of control primarily belongs to company,
which implies that the nature and extent of co-production is typically within the company

(Gronroos and Voima 2013; Vargo and Lusch 2004).

As consumers are considered as endogenous in the process of value co-creation,
value derived through experiences from the usage/consumption process (value-in-use)

suggested as another theoretical pillar of value co-creation. This means that value co-
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creation is fully determined and defined throughout the usage/consumption stage by the
end users/consumers (Sandstrom et al. 2008), emphasizing experiential and
phenomenological aspect of value (Gronroos 2011; Gronroos and Voima 2013; Svensson
and Gronroos 2008). Therefore, value-in-use is mostly free of company’s exchange or

intervention (Grénroos 2006; Vargo and Lusch 2004).

The value derived from the co-production is accomplished by the company by their
putting efforts in the process or activities to add value along with the value chain with
consumers. Grénroos and VVoima (2013) term this company’s efforts as “provider sphere”
where company generates potential value which consumers later turn into real value (-in-
use). The rationale behind is that value-in-use cannot be assessed or emerged before usage

because it exists only after the usage process (Gronroos and Voima 2013).

Hence, it is logical that co-production proceeds value-in-use in general even though
consumer value creation process is not always linear (Grénroos and Voima 2013). Any
company’s efforts in co-production can helps to shape unique personalized consumer co-
creation experience. For example, consumers can submit a new idea (e.g. products, or
experience) on MyStarbucksldea.com. Based on consumer participation in sharing one’s
idea on that platform (co-creation participation) through active dialogue with company
representatives and other community users (i.e. interaction), the consumers’ experience has
become unique and customized. Indeed, co-production is directly linked to consumer
experience, which is one of the key domains where value-in-use arises. This implies that
the company-initiated efforts in co-production through quality interaction influence the
decision to participate in any co-creation activities and further influence consumers’ value-

in-use. Vargo and Lusch (2006a) state that co-production and value-in-use are linked as
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consumption stage cannot be separated from the production activities. Yet, extant literature
primarily focuses on the outcomes and implications from co-production from the company
perspectives such as improved productivity (Mills et al. 1983), lower operational costs and
reduced risks (Prahalad and Ramaswamy 2004b), and improved financial performance

(Ostrom et al. 2010).

While such co-production efforts create the conditions for companies to engage
with consumers in actual co-creation participation activities, the actual participation in co-
creation activities needs to be measured as an outcome of such company-initiated efforts
in value creation. In other words, co-production is the stage where the company can exert
efforts to initiate the value co-creation process. Co-production from the company point of
view encompasses but is limited to the role of an enabler in consumer participation which
can potentially encourage consumers to engage in actual co-creation activities. Gronroos
and Voima (2013) name this condition where consumers participate in value co-creation
process through personal and direct interaction with providers (i.e. companies) as “joint
sphere”®. For example, some factors of co-production that companies typically initiate such
as knowledge sharing, access to platform across devices etc. enable consumer participation
but do not guarantee it. Thus, co-production efforts do not necessarily translate into actual
co-creation behavior from consumers but increase the possibility for consumers to

participate in co-creation activities.

& Gronroos and Voima (2013) state that value is only co-created in a joint sphere through direct, personal
interaction between the company and consumer. This study follows the view that two conceptual pillars, co-
production and value-in-use, are core elements of value co-cretion (Vargo and Lusch 2016; Ranjan and Read
2016).
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Based on this flow, | frame the process of co-created values as three theoretical
pillars of value co-creation: company-led efforts in value co-creation (co-production),
consumer participation in value co-creation activities, and consumer-led value co-creation
(value-in-use). In this way, the proposed model fills the gaps in the literature by
investigating the empirical model in examining the linkage from co-production to value-
in-use through actual consumers’ co-creation participation activities with companies as
well as with other peer consumers while fully adopting two theoretical domains of value
co-creation (see Figure 3). It should be noticed that each layer of the proposed model
represents theoretical pillars of value co-creation (Lusch and Vargo 2006a). While extant
literature focuses on the co-creation in one layer (mostly in behavioral manifestation of
engaged behavior), the proposed model incorporates three layers of co-creation, where
each layer of the proposed model is a part of co-creation. In this way, this proposed model
contributes to the literature by empirically examining how co-created values are processed

along the value chain.

Figure 3. Process of Co-Created Value for the Proposed Model

Co-Production Consumer Participation
In Co-Creation Activities

Company-Led Efforts From Pre-Launch
in Co-Creation To Post-Launch
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2-5. Company-Led Efforts in Value Co-Creation: Multiple Actors Perspective

In the proposed model, dimensions of the value co-creation construct are adapted
to incorporate two theoretical dimensions (co-production and value-in-use) of value co-
creation (Ranjan and Read 2016). Equity, knowledge sharing, and interaction are three
underlying theoretical elements of co-production (Ranjan and Read 2016). Earlier
conceptualization of value co-creation has focused on company-consumer dyadic
perspective (Prahalad and Ramaswamy 2004a; 2004b; 2004c). Such a dyadic perspective
has also been reflected in recently developed measurement scales for value co-creation
construct (Ranjan and Read 2016) and DART (Dialogue, Access, Risk Assessment, and

Transparent) construct (Albinsson et al. 2016).

However, the concept of value co-creation has been extended, elaborated, and
further consolidated to incorporate a broader perspective including all resource integrating
actors (e.g. consumers, company, consumer communities, suppliers, networks of company
etc.). All such actors can create value along with others, which can facilitate value creation
experiences (Svensson and Gronroos 2008; Vargo et al. 2008). Some scholars emphasize
customer-related aspects in the value creation process rather than service provider related
factors such as products, service, systems, costs or growth, namely called Customer-
Dominant (C-D) logic (Heinonen and Strandvik 2015; Heinonen et al. 2013). The future
research agenda from C-D logic proposes a need to address the customer focused value
formation indicating how, where, when, what types of values are determined by customers
and the primary agent (who) in the value creation process (Heinonen et al. 2013). Further,

another future agenda that needs to be addressed is to identify and determinate the roles of
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others in the consumer’s value formation and the process where value arises (Tynan et al.

2014).

There are some empirical studies examining the relationship and interaction
between multiple actors from a consumer perspective (Pinho et al. 2014; Yi and Gong
2013). Yet, there is paucity in empirical literature on understanding value co-creation from
a multiple actor perspective (Pinho et al. 2014; Tynan et al. 2014). From a consumer’s
perspective, one of the most interactive actors other than company would be other
consumers. Interaction with other consumers (consumer-to-consumer interaction) creates
value not only to the company as a powerful marketing tool, but also to consumers by
sharing ideas and experiences, and influencing others (Fernandes and Remelhe 2015). This
in turn can have an impact on value-in-exchange and value-in-use (Lusch and Vargo

2006D).

In addition, influence of other consumers is more relevant in the online video
gaming industry as the culture for online video gaming is to interact and collaborate with
other consumers (i.e. online gamers). Yet, the value co-creation construct from Ranjan and
Read (2016) captures only a dyadic relationship between company and consumer (B2C).
Hence, we measure and extend all the elements of co-production (1% and 2" layer in the
proposed model) and co-creation activities (3 layer in the proposed model) to the
consumer to consumer (C2C) collaboration in addition to B2C collaboration. Therefore,
this research differs from extant research by capturing co-creation variables in terms of two
levels of collaborations: B2C and C2C. This study contributes to the paucity of literature
by incorporating the role of multiple actors in co-creation contexts and providing empirical

evidence to theoretically validate various types of co-creation activities (pre- and post-
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launch) and the three elements of co-production (equity, knowledge sharing, and
interaction) including the company, the consumer, and other consumers. Proposed is

provided in figure 4.
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CHAPTER 3: HYPOTHESES DEVELOPMENT

3-1. Interaction

Companies exert their efforts to create an environment where knowledge can be
shared freely, consumers feel an enhanced level of equity (i.e. shared control), and quality
dialogical interaction takes place between the company and consumer and between
consumers. Knowledge sharing, equity, and interaction, are three theoretical elements of

co-production (Ranjan and Read 2016).

Among these elements, the role of interaction, particularly, has been emphasized in
the extant literature (Ramaswamy 2011; Prahalad and Ramaswamy 2004a; 2004b; 2004c).
Since co-creation, by definition, is a collaborative phenomenon, interaction between
different entities is a sine qua non to its success. Interaction, as the locus of value creation
and value extraction, is manifested form of co-creation where consumer and company can
communicate and collaborate and exchange information (Prahalad and Ramaswamy
2004a; Ballantyne and Varey 2006). Companies are the entities which are responsible for
facilitating experience-based values (i.e. value-in-use) through interaction (Ramaswamy
2011). In other words, the success of co-creation, leading to unique and personalized
consumer co-creation experience, primarily relies on interaction. Therefore, the role of
interaction is examined as a consequent condition of other two elements of co-production,

knowledge sharing and equity, for the proposed model.

While company and personality-related variables have been studied about their
effects on consumer co-creation behaviors, interaction in its multidimensional form seems

to be a missing link in understanding this emerging concept. Other than direct
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communications between company and consumers, there is a need to reconceptualize the
interaction into another form, between consumers (Albinsson et al. 2016). The theoretical,
taxonomical, and empirical investigation of interaction as a construct in the context of
consumer co-creation is still relatively underexplored. Therefore, this study incorporates

two forms of interaction, namely B2C and C2C interaction.

3-1-1. B2C Interaction

While the locus of economic value is extracted mainly by the company in the
traditional concept of the market, the co-creation paradigm considers interaction as the
locus of co-creation of value by both consumer and company (Prahalad and Ramaswamy
2004b). Companies can understand, share, and serve consumers’ needs and assess and
adapt their resource commitments through interaction (Prahalad and Ramaswamy 2004b).
Since companies are in most cases responsible for designing the products they have on
offer for aggregation of consumers, business managers have at least partial control over the
interaction environment and the networks they build to facilitate co-creation experiences.
Therefore, earlier literature, particularly in technology and management perspective,
focuses more on the company-consumer dyadic perspective of interaction, meaning that

the nature of interaction in the previous literature largely focuses on B2C interaction.

B2C interaction involves information exchange, communication, and collaboration

between the company and the consumer’. Companies can enhance their competitive

’Some scholars interpret interaction as “situations in which the interacting parties are involved in each other’s
practices. The core of interaction is a physical, virtual, or mental contact...” (Grénroos and Voima 2013, p.
140). This study defines interaction as dialogical interactions between different entities (Prahalad and
Ramaswamy 2004b; 2004c; Ballantyne and Varey 2006).
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advantage by encouraging high-quality interactions that enable an individual customer to
co-create unique experiences with the company (Prahalad and Ramaswamy 2004a). The
core elements of interaction are dialogue, access, risk-assessment, and transparency
(DART), which can help to establish an environmental climate to nourish value co-creation
(Prahalad and Ramaswamy 2004a; 2004b; 2004c). Interaction, as a dialogical process
(Ballantyne and Varey 2006), provides a ground for companies to invite consumers in co-
creation activities as a coordinative and interactive process (Grénroos and Voima 2013).
Since interaction is not an automatic process for consumers to create value, company’s
efforts in engaging with consumers for interaction cannot be underestimated for value co-

creation (Gronroos and VVoima 2013).

3-1-2. C2C Interaction

Under the web 2.0. environment where its focus is on interaction and collaboration
with other consumers in interactive platforms, there is a growing body of literature focusing
on the C2C interaction from both academics and practitioners. The focus is on changing
nature of consumers from passive content readers to active content creators through
communicating, sharing and collaborating with others. In return, there has been a growing
interest to understand antecedents and consequences of C2C interaction both from

academics and from practitioners (Libai et al. 2010).

C2C interaction involves consumer-to-consumer sharing of ideas, information and
experiences that have come to characterize successful online discussion forums and virtual
communities. The importance of C2C interaction is highlighted in virtual communities

where groups of people brought together by common interests and goals online platforms
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(Adjei et al. 2010). C2C interaction is same as B2C interaction, except the fact that
participating entities in interaction is between consumers. C2C Interaction involves
communication and dialog among consumers. C2C interaction creates value not only to the
company but to consumers by sharing ideas, experiences, and influencing others

(Fernandes and Remelhe 2015; Millan et al. 2016).

3-2. Drivers of Interaction: Elements of Co-Production

Two elements of co-production, knowledge sharing, and equity, are selected as

predictors of dual forms of interaction (i.e. B2C and C2C interaction).

Knowledge, a set of shared beliefs derived from social interactions and embedded
in social contexts of which it arises (Berger and Luckmann 1996), is a basic operant
resource for value co-creation. Knowledge sharing is manifested in the sharing of
knowledge, idea, and creativity between company and consumers. Knowledge can be co-
created among multiple actors through mutual learning in a community of practice (van
Veen et al. 2013). Compared to working independently, knowledge sharing is found to
have better results because of greater incentives and new capabilities through co-creation

(Grover and Kohli 2012).

Acknowledging the fact that the amount of information, knowledge, skills, and
other operant resources which consumers can access and use is found to be one of the
primary factors to create value (Normann 2001), a company should put more efforts in
creating an environment for enhancing consumer knowledge sharing. This can stimulate

opportunities for consumers to interact with other fellow consumers (i.e. C2C interaction)
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and the company (i.e. B2C interaction). Just as companies can co-create business value
through knowledge availability, sharing, and assimilation (Grover and Kohli 2012),

consumers can also co-create business value through the same process.

The company must share apriori knowledge on the product or technology with
potential consumers. Since companies have significant asymmetric knowledge advantage
over consumers due to proprietary knowledge and research and development work,
consumers are generally not in a position to interact meaningfully with the company on co-
creation unless the knowledge gap is reduced. Knowledge sharing from company to
consumer is more critical when consumers are expected to share knowledge back, leading

to efficient and transparent B2C interaction.

The difference in knowledge level between the company and consumers creates a
knowledge disequilibrium which inhibits the ability of the party having less knowledge to
effectively interact with the other party. For example, if a gaming company does now share
the required information and knowledge on the characteristics or intricacies of the game, it
will be very difficult for the video gamers to effectively interact and contribute to the efforts
of the company. In other words, an effective interaction is necessarily two ways, which
means that both sides need to be equally informed regarding product knowledge. Therefore,
it is important for companies to create an environmental climate where not only companies
provide sufficient information to the consumers but also sharing ideas, suggestions, or
other information between consumers and with consumer is well accepted. In that way,
consumers learn more information from both company and consumers, leading them to
engage more dialogical interaction between the company and with other consumers. Thus,

it is hypothesized:
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H;: Knowledge sharing is positively related to a) business-to-consumer (B2C), and b)
consumer-to-consumer (C2C) interaction.

Equity describes the extent to which a company shares or cedes control to enhance
consumer empowerment in the value creation process (Ranjan and Read 2016). Previous
studies find that consumers’ perceived power and control based on enhanced perception
of equity has positive relationship with self-determination (Deci and Ryan 2002), self-
efficacy (Bandura 1997), trust (Fuller et al. 2009), and willingness to participate in co-
creation activities (Fisher and Smith 2011; Fuller et al. 2009) and largely relies on
organization context (Siegall and Gardner 1999). Hence, those companies which create
an environment of a high level of equity are expected to more effectively empower
consumers. With the greater sense of equity leading to a heightened feeling of
empowerment, quality of interaction can improve because consumers feel less obligated
and more willing to participate in co-creation activities. This can lead to an active
interactions between business and consumers, and among consumers. Consumers would
be interested to interact with the company and other consumers if there is heightened

level of equity perception. Following this rationale, | generalize that

H,: Equity is positively related to a) business-to-consumer (B2C), and b) consumer-to-
consumer (C2C) interaction.
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3-3. Drivers of Interaction: Consumer Motivations

Motivation can be considered as an important precedent condition for all aspects of
behavioral activation and intention (Ryan and Deci 2000). It is one of the well-known
constructs to understand why people behave in certain ways. Based on self-determination
theory, there are two types of motivation, namely, intrinsic-“doing something for its
inherent satisfaction”- (Ryan and Deci 2000, p.56) and extrinsic motivation- “doing an
activity to attain some separable outcome”- (Ryan and Deci 2000, p.60). Accordingly, in
the context of consumer co-creation, existing studies focus on different types of consumer
motivation and their resultant effects on behaviors such as consumer participation (Claffey
and Brady 2017; Hoyer et al. 2010; Nambisan and Baron 2007; 2009; Roberts et al. 2014)
or consumer participation intention (Fernandes and Remelhe 2015), while some studies
examine other resultant factors such as quality of consumer co-creation contributions (Frey
et al. 2011) or even moderating role of consumer motivations (Verleye 2015). However,
no study has examined the direct effect of motivation on interaction in the co-creation

context.

Consumer motivations can be categorized into three different types in the co-
creation context: 1) opportunity/goal motives such as economic motive, 2) altruistic
motives such as social motive, and 3) egocentric motives such as hedonic,
psychological/personal, pragmatic (Claffey and Brady 2017; Fernandes and Remelhe 2015;
Roberts et al. 2014; Hoyer et al. 2010). These motivations can be understood from
perceived benefits accrued from participating in co-creation activities; thereby, consumers
expect different types of benefits deriving from their participation (Nambisan and Baron

2007; 2009). While some studies examine both extrinsic and intrinsic motivations



45

(Fernandes and Remelhe 2015; Frey et al. 2011; Hoyer et al. 2010; Roberts et al. 2014;
Verleye 2015), others focus more on intrinsic motivations such as social, learning, or
psychological motives (Claffey and Brady 2017; Nambisan and Baron 2007; 2009). Since
consumer participation in co-creation activities are purely voluntary actions, the focus of
consumer motivations might have been more on intrinsic motivation. However, extrinsic
motivation is also an important factor which has found to have a considerable impact on
human behavior. Indeed, companies frequently attract consumer co-creation participation
using monetary or non-monetary benefits (i.e. extrinsic motivation). Threadless, for
example, provides gift cards or varying amount of cash awards for those consumers whose
designs were selected as the final printed works. Therefore, to complete the full
understanding of consumer motivations in co-creation context, both intrinsic and extrinsic
motivations need to be addressed. This study adopts economic motivation as extrinsic

motivation, and social motivation and psychological motivation as intrinsic motivation.

Though the effect of consumer motivational factors on consumer co-creation
participation is well researched in previous studies, the direct link between motivational
factors and interaction is missing in the literature. As interaction is an essential
foundational piece to make consumer co-creation experience successful, it is important to
examine what consumer motivational factors affect two types of interaction, namely B2C

and C2C interaction.

Based on Roberts et al. (2014)’s finding that consumer motivation as an underlying
value is different for each type of co-creation activity, each type of motivation may affect
differently depending on the nature of the interaction. Below, | present the rationale for

three types of motivations on interaction.
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Economic motivation is consumers’ desire to get some compensation in line with
their efforts. Companies attract consumer participation by providing direct monetary
compensation such as financial rewards or monetary prizes or indirect compensation such
as intellectual property (Hoyer et al. 2010). Among different types of co-creation,
consumer tends to be motivated by economic motives when directly working with a
company (Roberts et al. 2014). Therefore, companies try to interact with consumers by
providing some economic benefits in their messages. On the consumer side, this motivation
applies mainly with consumer interaction to companies because consumers look for better
information and access to products and potentially some financial rewards from the
company. As consumers get to know more by interacting with companies, key motivation

will be to get preferential treatment from the company. Therefore,

H5: Economic motivation is positively related to business-to-consumer (B2C) interaction.

Social motivation refers to consumers’ desire to attain and develop social ties in
line with their efforts. Social motivations include being accepted and recognized within the
consumer communities and share consumption goals and strategies for enhanced outcomes
(Hoyer et al. 2010; Roberts et al. 2014). Consumers get to know like-minded peers who
will share the same interests and help in creating consumer homophily. Previous study
finds that social motivation especially drives consumer co-creation as part of community
(Roberts et al. 2014). Therefore, consumers with a high level of social motivation expect
to interact more with like-minded peers in co-creation and with the company in seeking of

status which can also be bestowed by the company. Thus,
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H,: Social motivation is positively related to (a) business-to-consumer (B2C) interaction,
and (b) consumer-to-consumer (C2C) interaction.

Psychological motivation refers to consumers’ desire to attain psychological
motives such as hedonic benefits, or personal development through gaining some
knowledge (Etgar 2008; Hoyer et al. 2010; Roberts et al. 2014). The hedonic aspects of
psychological motive are considered to be distinctive from the utilitarian aspects, which is
largely encompassed within economic motive. The hedonic aspects of collective
consumption have a strong influence on the willingness and ability to interact with
company and consumers and to involve on the journey to co-creation. In return, this
motivation will also be served by consumer interaction with both company and other

consumers. Therefore:

Hs: Psychological motivation is positively related to (a) business-to-consumer (B2C)
interaction, and (b) consumer-to-consumer (C2C) interaction.

3-4. Consequence of Interaction: Consumer Participation in Co-Creation Activities

Traditionally, companies have long relied on consumer engagement methods such
as focus group to gain insights for marketing purposes. The difference in recent years is
that companies engage with larger groups of consumers in a way that facilitates even
greater opportunity for individualized extraction of value by each consumer. Consumers
either complement or even substitute some of the business activities that companies have

been solely responsible for. In return, the contexts where consumers can co-create have
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been extended than ever before. Therefore, there is a need to understand consumer

participation across a wide spectrum of co-creation contexts.

In this study, consumer participation in co-creation activities is defined as a
behavioral manifestation of consumer engagement, as the extent to which consumers are
involved with the company (or service provider) directly or indirectly in the various stages
of the new product development process (Carbonell et al. 2009; Fang 2008). More
specifically, consumer participation refers to breadth (i.e. scope) and depth (i.e. intensity)
of the consumers’ engagement in a wide range of co-creation activities. The breadth of the
consumer participation refers to the extent of consumers’ engagement across all the stages
of the co-creation activities, including pre-launch (co-ideation, co-test, co-design, and co-
finance) and post-launch (co-promotion, co-distribution, co-maintenance, and co-price).
The depth of the consumer participation refers to the extent of consumer engagement
within a particular co-creation context. The customer participation level may vary by both
breadth and depth. For instance, some consumers participate in all stages of co-creation
activities, while some may participate in one or some particular co-creation activities only.
When it comes to depth of consumer participation, some may deeply involve in co-creation
activities, meaning that actively involving in any co-creation activity with other fellow
consumers and/or companies; yet, some may only involve in co-creation activity at a very

minimal level.

In order to achieve a high level of consumer participation, companies try to manage
interfaces where interaction between company and consumers takes place. Previous studies
find that interaction has effects both on company and consumer level. At consumer level,

Interaction leads to higher level of consumer engagement (Zhang and Chen 2008), positive
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consumer experience during usage/consumption (Grénroos and Voima 2013; Ramaswamy
2011), and a higher level of consumer participation in co-creation activities (Nambisan and
Baron 2007; Prahalad and Ramaswamy 2004a). For companies, interaction helps
companies to have the long- lasting competitive advantage (Rayport and Jaworski 2005)
and clarify their knowledge about consumer tastes and preferences (Srinivasan et al. 2002).
Companies with a high level of interaction orientation, meaning that those orient
themselves to interact with the consumer, have long term competitive advantages which
can differentiate themselves from others (Ramani and Kumar 2008). Additionally, those
companies manage marketing activities “with” instead of “for” the consumers and
consumer-to-consumer linkages strategically (Ramani and Kumar 2008). This indicates
that companies oriented to interaction put importance on interaction both with consumers
and between consumers. Therefore, companies strive for managing consumer interactions
to learn more about the consumers to enhance consumer participation in co-creation

activities. Following this rationale, | generalize that:

H¢ . Higher the level of business-to-consumer (B2C) interaction, higher the level of
consumer participation in (a) pre-launch (co-ideation, co-design, co-test, co-finance), and
(b) post-launch (co-promotion, co-distribution, co-price, co-maintenance) co-creation
activities.

H,: Higher the level of consumer-to-consumer (C2C) interaction, higher the level of
consumer participation in (a) pre-launch (co-ideation, co-design, co-test, co-finance), and
(b) post-launch (co-promotion, co-distribution, co-price, co-maintenance) co-creation
activities.
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3-5. Effect of B2C interaction on C2C interaction

Dialogical interaction as a method of marketing communication is an essential
element for innovation and interactive process of mutual learning (Ballantyne and Varey
2006). B2C interaction, mainly, is vital for companies to deliver information and
knowledge as there exists information asymmetry between company and consumers both
for pre-launch and for post-launch stages. Especially, in the context of consumer co-
creation in pre-launch stage, this asymmetry becomes more significant as companies have
greater knowledge and information about products before their launch. Therefore, one of
the major topical areas of co-creation in extant literature is on the role of interactions in
deriving consumer co-creation experiences (Ramaswamy 2011). The elements of DART
reveal the characteristics of the successful co-creation environment which can enhance
value co-creation process (Prahalad and Ramaswamy 2004a; 2004b; 2004c). Companies
oriented with interactions show a higher level of consumer orientations in many ways. For
instance, they tend to conduct marketing activities “with” the consumers instead of “for”
the consumers and strategically manage consumer-to-consumer (C2C) linkages (Ramani
and Kumar 2008). This implies that companies oriented with B2C interactions also value
the importance of C2C interaction, leading to increased efforts in effectively managing

C2C as well as B2C interactions. From this rationale, it is hypothesized that:

Hg: Business-to-consumer (B2C) interaction is positively related to consumer-to-consumer
(C2C) interaction.
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3-6. Consequences of Consumer Participation in Co-Creation Activities: Value-In-Use

Both companies and consumers are the participatory entities receiving values from
consumer co-creation. Value creation process involves three key elements of value: (1)
values that company can receive from its consumers, (2) values that company can provide
to its consumers, and (3) maximizing consumer life time values (Payne and Frow 2005).
Yet, extant work on outcomes of co-creation has more focused on the company related
outcomes in terms of profit maximization by improving effectiveness and efficiency.
Previous studies find that consumer co-creation improves effectiveness through enhanced
level of innovativeness (Fang 2008; Filler et al. 2008), financial performance (Chang and
Taylor 2016; Ostrom et al. 2010), and fit with consumer needs (Fang et al. 2008); efficiency
through improved speed to the market (Carbonell et al. 2009; Fang 2008), lower
operational costs and reduced risks (Prahalad and Ramaswamy 2004b). Yet, consumer-
related outcomes of co-creation activities have been relatively less explored compared to

the company related outcomes (Hoyer et al. 2010; Verleye 2015).

One of the potential consumer related outcomes is value-in-use. This is the last
stage of consumer co-creation process as it is based on values driven from consumption or
usage stage (Etgar 2008). Any prior experience, in this case consumer participation in
diverse types of co-creation activities, plays roles in shaping consumers’ co-created value
in this stage. Therefore, this research links the consumer participation to value-in-use, as

consumer outcomes of the co-creation activities.

Experience, as one of the theoretical dimensions of value-in-use, is an artifact of
company’s product or services across behavioral, cognitive, and affective dimension

(Edvardsson et al. 2005; Payne et al. 2008; Ranjan and Read 2016). Through cognitive and
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affective processes from consumer participation in co-creation activities, consumers shape
their experience. As consumer experience through ongoing interaction is a fundamental
key for success in co-creation, companies strive to generate better and unique consumer

experience (Payne et al. 2008; Ramaswamy 2011).

During consumer participation in co-creation activities, consumers face the co-
evolving processes, leading to improved consumer experience. This experience is shaped
by unique context of interaction with company and other fellow consumers. It is found that
co-creation participation itself can induce pleasures and positive experiences (Fernandes
and Remelhe 2015). Therefore, companies put efforts to design around consumer
experience through ‘multi-sided interactions’ (Ramaswamy 2011; Ramaswamy 2009).
This in turn indicates that consumer experience largely rely on consumer participation in

co-creation activities. These arguments suggest the following:

Hy: The higher the extent of consumer participation in (a) pre-launch (co-ideation, co-
design, co-test, co-finance), and (b) post-launch (co-promotion, co-distribution, co-price,
co-maintenance) activities, the more positive is the consumer experience.

Consumer participation in co-creation activities is highly associated with the nature
and the extent of the perceived relationship between the company and the consumer. The
cocreation encounters influence the consumer’s ability, desire and opportunity to develop
a strong relationship with the front-line staff. Consumer participation in co-design, co-
testing, and other pre-launch co-creation could potentially strengthen the relationship
between the consumer and the company’s product development or technology team.
Similarly, consumer participation in co-price, co-promotion, or co-distribution could

potentially enhance the relationship between the consumer and the company
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marketing/sales team. In either case, participation in co-creation activities could make
consumers feel close to brand image and identity, and positive influence brand
communication and the attitude toward the brand (Payne et al. 2009). This leads to the

following hypothesis:

H,,: The higher the extent of consumer participation in (a) pre-launch (co-ideation, co-
design, co-test, co-finance), and (b) post-launch (co-promotion, co-distribution, co-price,
co-maintenance) activities, the more positive is the perception of customer relationship.

Another element of value-in-use is personalization (Ranjan and Read 2016).
Prahalad and Ramaswamy (2004c) argued that companies should escape the firm-centric
view and strive to co-create value with customers through personalized interactions
between the consumer and the company. As consumers engage in co-creation activities in
both pre-launch and post-launch stages, they perceive a greater send of personalization in
the products and services they consume. The personalization is frequently in the experience
of consumption, and not necessarily in the product itself. Pre- and post-launch co-creation
activities can help consumers create an experience environment in which consumers can
have active dialogue with the company and co-construct their own unique personalized

experiences. Thus:

H,: The higher the extent of consumer participation in (a) pre-launch (co-ideation, co-
design, co-test, co-finance), and (b) post-launch (co-promotion, co-distribution, co-price,
co-maintenance) activities, the greater is the perception of personalization.

Satisfaction, defined as a consumer’s cumulative evaluation of the consumption

and purchase experience over time (Anderson et al. 1994), has been one of the key
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constructs in marketing literature. Extant literature finds the positive link between
company’s activities and consumer satisfaction as a consumer-level attitudinal outcome.
One of such company’s activities is manifested in the opportunity for consumers to co-
create. The proposed research framework incorporates two types of consumer-mediated
co-creation activities. Consumers may participate in pre-launch co-creation (mostly
company-led) or post-launch co-creation (mostly consumer-driven) types of co-creation
activities. Both pre-launch and post-launch co-creation activities can lead to greater
consumer engagement in the co-creation process, and therefore, a higher sense of perceived
empowerment and satisfaction. Thus, satisfaction derived from co-creation can transcend

company’-initiated efforts and involve consumer-driven post-launch activities as well.

The consumer participation in the co-creation process is demonstrated to have an
impact on consumers’ perceived empowerment (Flller et al. 2009) and consumers’
perceived feelings of being part of the company or company related communities
(Grissemann and Stokburger-Sauer 2012). The perceived empowerment makes consumers
feel that they are more competent and valued due to their perceived influence on the
company as their knowledge and ideas are reflected in co-creation activities, leading to
consumer satisfaction (Grissemann and Stokburger-Sauer 2012) and future intention to co-
creation participation (Fuller et al. 2009). Assuming that the company puts its continuous
efforts to make consumers feel that they belong to the company, the higher extent of
consumer participation will lead to more positive consumer satisfaction. Hence, it is

hypothesized that:

H,: The higher the extent of consumer participation in (a) pre-launch (co-ideation, co-
design, co-test, co-finance), and (b) post-launch (co-promotion, co-distribution, co-price,
co-maintenance) activities, the more positive is consumer satisfaction.
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CHAPTER 4: CONSUMER SEGMENTATION IN DIVERSE CO-
CREATION ACTIVITIES

As co-creation has become a common form of industry practice, many scholars
have attempted to identify different segments of consumers who are likely to participate in
co-creation activities: lead-user (von Hippel 1986), innovator (Moore 1991), emergent

nature consumer (Hoffman et al. 2010), and market maven (Feick and Price 1987).

Extant amount of the co-creation literature from technology and innovation
management perspective relies on user-led innovation, generating novel idea from
consumers in new product and service development contexts. Particularly, the lead-user
segment has received great support from the literature for radically innovative product and

service development.

Lead users are the individuals who first feel the need for a product or service, which
will eventually become general in the market place (i.e. capability), and create it for
themselves (motivation) (von Hippel 1986). The lead-user concept was first proposed for
new product development context in fields for particular product categories with potential
rapid change such as high technology product (von Hippel 1986). Lead user identification
is an essential method used by companies to identify the newest innovations in their
product development, giving them crucial insights on the needs and solutions from their
users. Empirical studies have supported the effectiveness of the lead-user method in
generating novel ideas for new product or service concept and solution in industrial
software product concept development (Urban and von Hippel 1988), computerized

information search system used by libraries (Morrison et al. 2000), and electronic home
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banking services (von Hippel and Riggs 1997). These types of activities from lead-users

are conceptualized as pre-launch co-creation activities in the proposed model.

Although the lead users are valuable assets for the novel product or service
development phase, they are also effective in later-commercialized modification and
enhancement stages (von Hippel 1986). The effective application of the lead-user method
has been supported in some studies. For instance, existing empirical studies find that the
user innovation can contribute to the diffusion of innovation such as commercialization in
rodeo kayak industry (Hienerth 2006) or distributing the diffusion of innovations as if lead
users act as opinion leaders in the social networks among children (Kratzer and Lettl 2009).
Yet, co-creation in commercialization and post-launch activities are still at its infancy in
the literature (Hienerth 2006; Hoyer et al. 2010). These types co-creation activities that are
conducted by the lead-users, conceptualized as the post-launch co-creation activities from

my proposed framework, are still scantly examined in the literature.

While the extant literature primarily focuses on lead-users in pre-launch co-creation
activities for developing novel ideas and concepts, the existing literature has focused on
the outcomes of the breakthrough innovations primarily in technology-specific
environment. Since user-led innovation (i.e. co-creation in innovation studies) tends to be
linked to certain product characteristics or categorizations where either physical or
perceived noticeable differences in product attributes are profound among different items
or brands (Etgar 2008), the vast amount of the empirical studies has primarily focused on
high-tech or technology-specific environment. However, some studies find that the lead-
user approach is also effective in a product category which is relatively low tech type such

as pipe hangers (Riggs and von Hippel 1992).
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Additionally, culturally-specific context of industries such as video game industry
are also found to be relevant for regular user-led co-creation (Aoyama and lzushi 2008).
What user-led co-creation is missing is the last phase of industry cycle (discontinuities
between different industry lifecycles). The literature has focused on its shifts from an early
stage of industry lifecycle (where the importance of the novel product acceptance to lead
users is emphasized) to middle stages (where customization and adaptation are emphasized)
(Aoyama and lzushi 2008). As fan-based content development is the central successful key
for the online video gaming industry, this industry emerges as a very committed and
engaged community among fans and hobbyists (Aoyama and Izushi 2008). Hence, this is
a very highly appropriate industry to examine diverse types of the co-creation activities

conducted by a number of participating actors.

Due to its unique consumer-participatory culture, there are many actors such as
regular users, hobbyists, fans, or lead-users who are likely to participate in diverse types of
co-creation activities. However, | hypothesize that pre-launch co-creation activities are
more suitable for the lead-users because they are at the ‘fuzzy front end” who can foresee
the trends for the future. Therefore, the pre-launch co-creation activities in the video
gaming industry (e.g. participating in game scenario development, providing comments on
prototypes/upcoming sequential games, creating add-ons, patches, using tool Kits to design
customized gaming experience for game players, or creating new tools to customize the
game and enhance the user interface) are expected to be led by the lead-users rather than

by regular consumers.

Also, lead users are expected to lead in the post-launch co-creation activities in the

video gaming industry as they are found to be effective in diffusing the innovation (Kratzer
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and Lettl 2009). From this rationale, | expect that lead users are more likely to participate
in post-launch co-creation activities (e.g. helping identifying and fixing bugs with patches
or promoting company or game related information) than regular users. But, the extent of
participation in post-launch activities are expected to be smaller than that in pre-launch
because video gaming industry has many engaged actors such as hobbyists or fans who are

also willing to participate in such activities. Therefore, it is hypothesized that:

Hy5: The level of lead and regular user participation in co-creation activities will be
different.
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CHAPTER 5: METHODOLOGY

5-1. Context for Data Collection

Online video gaming industry is chosen for the data collection context for the
following reasons. First, online video gaming industry has the combination of consumer
participatory cultural practice along with media technologies development (Green and
Jenkins 2009). Consumer co-creation practices are observed much more frequently in such
unique culturally-specific context than any other industries (Aoyama and lzushi 2008).
Therefore, consumer co-creation is easily observed in this context. Second, this is a great
context to assess all ranges of co-creation activities in the proposed model. Consumer co-
creation in this context does not limit their boundaries on pre-launch but goes beyond to
post-launch activities. Additionally, video gaming industry has short life cycles since new
products release happen frequently. Therefore, distinctive differences between pre- and
post-launch are well observed (Burmester et al. 2015). Since one of the key criteria to test
the proposed model is to have a whole range of diverse types of co-creation happens,
incorporating pre- and post-launch, this context is a perfect fit to test the proposed model.
Below are description and examples of each co-creation activities adopted for this study in

the context of online video gaming industry.

Co-ideation in the online video gaming industry is involving the game users in
generating ideas for developing new games or improving/upgrading existing games.
Online game players can participate in game scenario development, provide comments and

feedback on the upcoming sequential games, or vote/comment on ideas/proposals.
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Co-test in the online video gaming industry is involving game players in the testing
of the game before it is launched. For example, online game players can participate in
open/closed beta or gamma tests to test the quality of the game or provide feedbacks and
ideas (e.g. bugs, commenting on game features in need of updating or fixing) pertaining to

testing of the game before launched.

Co-design in the online video gaming industry is involving gamer players in
dynamics of the design process. Online game players can participate in diverse co-
designing process by creating add-ons, or patches, using tool Kits to design customized
gaming experience for game players, or creating new tools to customize the game and
enhance the user interface. Game users are considered as an official designer by

participating in the design process initiated by the gaming company.

Co-finance in the online video gaming industry is involving gamer players to invest
in game development initiatives of a gaming company. As of August 2015, three of the
largest crowd-funding projects at Kickstarter were gaming related projects. In 2014, Star
Citizen, a space sim video game for Microsoft Windows and Linux, raised $52 million in
total at Kickstarter ($2 million) and independently at developer (Chris Roberts)’s own
campaign ($50 million). A total of 34,397 backers (participants) put money on this crowd-
funding at Kickstarter. Participants were provided an opportunity to participate in an early
trial in return for putting money on the initiatives. As such an example, co-finance is found
out to be one of the possible ways to get help from the crowd (including consumers) to

launch a product or service.

One of the most common post-launch co-creation activity is co-promotion. Co-

promotion in the online video gaming industry refers to the involvement of game players
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in communicating any gaming product or service to other (potential) users. The examples
may include but are not limited to sharing any company related news on one’s social media
sites, engaging in word-of-mouth related to the game itself or game company, using game
related promotional merchandises (e.g. wearing gaming t-shirt, creating artistic contents
such as fan artwork, comic strip style story telling etc.), or hosting gaming events. Game
players are considered as an unofficial promoter who support game itself or gaming

company.

Co-distribution in the online video gaming industry refers to the involvement of
game players in distributing gaming software updates, patches, or downloads through
electronic media. Game players may forward a link to download any game related
software/patch, or trade gaming items/accessories/game scenarios with other game players.
In this way, game players act as an official distributor of the company by sharing and

supplying game or gaming company related information/materials.

Another potential role of consumers in post-launch co-creation activities is
involving game players in maintaining gaming servers, interface, or communities (i.e. co-
maintaining). Game players may participate in co-hosting, maintaining private game
servers with other users, or gaming brand communities, scenario development,
identification of bugs, or working on mods (modifications) to alter the content of video
game to make it operate in a manner different from its original version. This type of
activities may be particularly relevant in the video gaming context. One example is World
of Warcraft private server maintenance. World of Warcraft, one of the most popular video
games owned by Blizzard entertainment, had the biggest private server named Nostalrius

with 150,000 active accounts (http://www.polygon.com/2016/4/11/11409436/world-of-
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warcraft-nostalrius-shutdown-legac y-servers-final-hours). The private server was forced

to shut down on April 10, 2016, as Blizzard claimed that the server violated the company’s
terms of use. After the decision, there was a petition to restore the private server, which

surpassed 240,000 signatures as of 4/28/2016 (http://www.pcgamer.com/nostalrius-

petition-passes-200k-signatures-mark-kern-to-deliver-it/). That private server had been

owned and ran by a team of volunteers. The maintenance of server (even though it was a
private server, not an official server hosted by Blizzard) with some game players is a form
of co-maintenance. Even though the Nostalris server maintenance was not fully initiated
or collaborated by Blizzard and both sides (company and server maintenance/players) did
not go on the same direction in terms of value co-creation, this can be an example of co-

maintenance.

Game players can also participate in co-price by participating in price setting
initiatives through willingness to pay information for particular features. Game players
may help the company to charge an optimal price through price customization such as
auctions or name-your-own pricing model. In this way, game players can set up a price
either with company or other fellow game players in the process of setting up an optimal

price.

5-2. Data Collection and Sampling

The data was collected through survey from two different sources: 1) online video
gaming forums on Reddit (social news and media aggregation site with 542 million

monthly visitors with 234 million unique users as of February 2018; 4" in the U.S. and 6th


http://www.polygon.com/2016/4/11/11409436/world-of-warcraft-nostalrius-shutdown-legac
http://www.pcgamer.com/nostalrius-petition-passes-200k-signatures-mark-kern-to-deliver-it/
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in the world as the most visited website), and 2) offline gaming events in New York

City.

Reddit was chosen to recruit online video gamers for the survey due to its high
number of registered active users and interactive community activities. To invite qualified
participants, advertisements on Reddit were sent out to the potential survey participants,
particularly targeting those who indicated their interests as “gaming”, whose collections of
subreddits included “gaming”, or whose registered subreddits were related to online video

games. An average of one to three advertisements per week on Reddit was sent out.

The other data collection source was convenient samples from various gaming
related events. | attended diverse gaming events such as PlayCrafting hosted at Microsoft
office in New York City, and PlayTest Thursday hosted by New York University Game
Center, to recruit online video game players. These gaming events are hosted to provide
gamers with opportunities to test independent games among game developers and game
major students at New York University, and take classes from design to programming.

During these events, participants completed the survey online offsite.

In order to encourage survey responses, each participant was compensated with a
$5 e-gift card via email if he/she was qualified for the study. Each participant could take
the survey only once and the estimated duration for a subject to complete the survey was
20 minutes. From both sources, a total of 561 samples were used for the final analysis: 479
from online video gaming forums and 82 from offline gaming events. Only those who
passed the following requirements were selected for the final sample: 1) those who passed

three qualification questions in the survey, and 2) those over 18 years old.
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In general, descriptive statistics were similar between the two data collection
sources. As expected, the majority of the sample was male (87%), with only 71 females
included (13%). About 64% of the participants were between 18 and 24 years old, followed
by 22 % whose age was between 25 and 30 years old. About half of the sample (45%) had
bachelors’ degrees, followed by those who had completed high school/GED (26%). In
terms of hours spent in week playing games, 37% of the respondents spent 11+ hours per
week, followed by 19% (5-8 hours), 18% (8-11 hours), 17% (2-5 hours) and 8% (less than
2 hours). The majority of the respondents (38%) indicated that they played games for about

5 to 10 years, followed by 32% who indicated 10 to 15 years.

5-3. Measurement, Reliability, and Validity

For the purpose of measurement instrument, existing scales have been used as the
basis for each construct to the extent possible. With the exception of customer participation
in co-creation activities, the others were borrowed and adapted where necessary for the

online video gaming context.

To capture the depth of consumer participation, it was measured by four survey
questions: frequency of actual participation (1) with company, (2) with other consumers,
and extent of engagement (1) with company, and (2) with other consumers. The same four
survey questions were asked in eight different types of co-creation activities, namely four
pre-launch (co-ideation, co-test, co-design, co-finance) and four post-launch (co-
promotion, co-distribution, co-maintenance, co-price) to capture the breadth of consumer

participation.
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All scale items are provided in table 2. There are two constructs operationalized as
second order constructs: 1) consumer participation in pre-launch co-creation activities and
2) consumer participation in post-launch co-creation activities. Pre-launch co-creation is
determined by consumer participation in 1) co-ideation activities, 2) co-test activities, 3)
co-design activities, and 4) co-finance activities. Post-launch co-creation is determined by
consumer participation in 1) co-promotion activities, 2) co-distribution activities, 3) co-

maintenance activities, and co-price activities.

To assess the measurement model, a second-order CFA was conducted. The results
of the second-order CFA is provided in table 2. Given the complex nature of the
measurement model with second-order constructs, the model provides a good model fit
(x? =4011.171 with 2469 df, CFI=.947, NNFI=.944, NFI=.874, IFI=.947, RMSEA=.033),
indicating that the second-order CFA model fits the data sufficiently (Bentler 1995; Bollen

1989).

To assess convergent validity, | examined the significance of the loadings of items
on their respective latent variables. The standardized CFA loadings in table 2 shows that
all the items are positive, and significantly loaded to their designated factors at the .01
level, indicating an evidence of convergent validity (Anderson 1987). In addition, the
standardized loadings of the four first-order factors of pre-launch co-creation and post-
launch co-creation are also positive and statistically significant, showing convergent
validity at the second-order factor level as well (Anderson 1987). To establish discriminant
validity with the second-order constructs, the model fit of a second-order model was
compared with another model where both second-order constructs are considered as first-

order constructs (Bagozzi et al. 1991). The other model showed ( y? = 3626.313 with 2384
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df, CFI=.957, NNFI=.953, NFI=.886, IFI=.958, RMSEA=.031) a good model fit as well.
Since there is no significant difference in fit indices between the two measurement model
and the parsimonious nature of the second-order factor, the second-order factors for Pre-

Launch Co-Creation and Post-Launch Co-Creation are preferred (Hull et al. 1991).

To assess discriminant validity, the average variances extracted (AVE) of the
constructs were compared with the square of the correlation between all possible pairs of
constructs (Fornell and Larcker 1981). Since the square of correlation between any pair of
constructs were smaller than AVE of the constructs, discriminant validity is established.
Table 3 shows descriptive statistics, AVE, reliabilities, and correlation matrix of all the

constructs in the model.
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CHAPTER 6: RESULTS OF THE STRUCTURAL PATH MODEL

The flow of co-created values from company-led efforts in co-creation (i.e. co-
production) to consumers’ value-in-use were assessed using a full model specification.

Figure 5 shows standardized path coefficient and fit statistics of the full model.

6-1. Results

The overall fit statistics of the full model indicate a good model fit (y? = 4291.194
with 2508 df, CFI=.939, NNFI=.936, NFI=.865, IFI=.939, RMSEA=.036). The results
of hypothesized testing are provided in table 4 and figure 5.

Knowledge sharing had a significant positive effect on B2C interaction (t = 2.975,
p < .001) but not on C2C interaction (t = -1.435, p = .151). Thus, H,, but not H,, was
supported. However, | found support for both H,, and H,, as equity had positive significant
effect on both B2C interaction (t = 3.012, p <.01) and C2C Interaction (t = 2.430, p <
.05).

In terms of hypothesized relationships between consumer motivations and
interaction, B2C interaction was only positively impacted by economic motivation (t =
10.872, p < .01) but not by social motivation (t = .966, p = .334) and psychological
motivation (t = 1.818, p = .069). Therefore, H; was supported but H,, and Hg, were
rejected. Conversely, C2C interaction was positively affected by social motivation (t =
2.693, p<.01) and psychological motivation (t = 3.140, p <.01). Thus, H,, and Hs, were

supported.
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While B2C interaction had a positive significant effect on consumer participation
in pre-launch co-creation (t = 3.576, p <.001) supporting He,, it had no effect on consumer
participation in post-launch co-creation (t = -.764, p =.445) rejecting Hy,,. C2C interaction
positively influenced consumer participation in both pre-launch co-creation (t = 3.929, p
< .001) and post-launch co-creation (t = 6.373, p < .001), supporting H,, and H,,. Hg,
which predicted that B2C interaction would impact heighted level of C2C interaction, was
supported (t = 10.117, p < .001). Furthermore, mediation analysis was conducted
underlying the proposed model to examine the mediation effect of C2C interaction between
B2C interaction and consumer participation in pre-launch and post-launch co-creation
activities. While C2C interaction fully mediates the effect of B2C interaction on post-
launch consumer participation, it partially mediates the relationship between B2C

interaction on pre-launch consumer participation.

While consumer participation in pre-launch co-creation resulted in no impact on
experience (t =1.457, p = .145), consumer participation in post-launch co-creation
positively influenced experience (t = 3.410, p <.001). Thus, H,, Was rejected but Hy, Was
supported. Consumer participation in both pre-launch co-creation (t = 2.357, p < .05) and
post-launch co-creation (t = 2.988, p < .01) positively affected relationship, supporting
both H,o, and H,,,. Personalization was positively influenced by consumer participation in
pre-launch co-creation (t = 3.297, p < .001) but not by consumer participation in post-
launch co-creation (t = .756, p = .450). Hence, H,,, was supported but H,,, was rejected.
The effects of consumer participation in both pre-launch co-creation (t = 3.349, p < .001)
and post-launch co-creation (t = 2.527, p <.05) on satisfaction were positive and significant,

therefore supporting both H,,, and H,,,,.



Table 4. Results of Hypothesis Testing

Std.

Proposed Relationship Estimates t value Conclusion
H,,: KS — B2C 148 ** 2.975 Supported
Hy, : KS — C2C -.068 -1.435 Not Supported
H,,: EQ — B2C 173 ** 3.012 Supported
H,, : EQ —» C2C 133 * 2.430 Supported
H; : EM — B2C AT6 *** 10.872 Supported
H,, : SM — B2C .059 .966 Not Supported
H,p, : SM — C2C 160 ** 2.693 Supported
He, : PM — B2C .098 1.818 Not Supported
Hsp, : PM — C2C 163 ** 3.140 Supported
Hg, : B2C — Pre-Launch 249 *** 3.576 Supported
Hgp, : B2C — Post-Launch -.049 -.764 Not Supported
H,, : C2C — Pre-Launch 273 *** 3.929 Supported
H,, : C2C — Post-Launch A31 F** 6.373 Supported
Hg : B2C — C2C 506 *** 10.117 Supported
Ho, : Pre-Launch — EXP 101 1.457 Not Supported
Hgy, : Post-Launch — EXP 229 *** 3.410 Supported
Hyoq : Pre-Launch — REL 168 * 2.357 Supported
Hyop - Post-Launch — REL 202 ** 2.988 Supported
Hyi, : Pre-Launch — PER 244 F** 3.297 Supported
Hyip : Post-Launch — PER .052 756 Not Supported
H,,, : Pre-Launch — SAT 244 *** 3.349 Supported
Hyp . Post-Launch — SAT 71 * 2.527 Supported

76
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*p < .05, ** p < .01, *** p < .001

Notes:

KS (Knowledge Sharing); EQ (Equity); B2C (B2C Interaction); C2C (C2C Interaction);
EM (Economic Motivation); SM (Social Motivation); PM (Psychological Motivation);
Pre-Launch (Consumer Participation in Pre-Launch Co-Creation); Post-Launch
(Consumer Participation in Post-Launch Co-Creation) EXP (Experience); REL
(Relationship); PER (Personalization); SAT (Satisfaction)
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6-2. Results: Consumer Segmentation

To test the H, 5, consumers were categorized into lead-users and regular users, using
median split based on three survey items pertaining to lead user characteristics. A total of
298 were grouped as lead-users, while 263 as regular users. T-test was conducted to
compare whether there is any significant differences between two groups for consumer
participation in pre- and post-launch co-creation activities. A composite score of pre-
launch consumer participation co-creation activities (average of co-ideation, co-test, co-
design, and co-finance), and a composite score of post-launch consumer participation co-
creation activities (average of co-promotion, co-distribution, co-maintenance, and co-price)
were compared for difference in means between the two groups. Table 5 shows t-test results.
The results show that there are significant differences in consumer participation in both
pre- and post-launch co-creation activities between the two groups. Specifically, lead users
significantly participate more in pre-launch co-creation (t = -4.193, p < .001) as well as

post-launch co-creation (t = -6.754, p < .001) than regular users, supporting H,5.
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CHAPTER 7: DISCUSSIONS

This research empirically demonstrates how co-created value is processed along
the value chain: from company-led efforts in value creation (i.e. co-production) to
consumer co-created value (i.e. value-in-use) through diverse types of co-creation context,
conceptualized as pre-launch and post-launch co-creation activities.

Extant studies focus on interaction as a useful communicative approach in co-
creation context as it brings opportunities to generate knowledge, and co-created solutions,
further leading to experience arises (Ballantyne and Varey 2006; Prahalad and
Ramaswamy 2004a; 2004b; 2004c; Ramaswamy 2011). Yet, the current co-creation
literature on interaction shows a piece meal approach, either largely skewed on B2C
interaction or C2C interaction in another body of literature such as word-of-mouth. This
study extends the literature by incorporating dual forms of interaction, namely B2C and
C2C interaction, in co-creation context. Results indicate that value co-creation not only
refers to co-production through the B2C interaction but also through C2C interaction.
These two types of interactions, while involving different entities, have complementary
roles and react differently with their enablers, such as knowledge sharing and equity, as
well as with their consequences, such as consumer participation in pre-launch and post-

launch co-creation.

7-1. How Does Company-Led Effort in Co-Creation Affect Interaction?

As for the drivers of interaction, results show that higher level of equity (i.e. shared

control) can enhance greater level of B2C and C2C interaction. Thus, companies need to
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nourish the environment where consumers feel higher degree of shared control, leading
them to feel more empowered and interact more with company and other fellow consumers.
When it comes to knowledge sharing, it only enhances B2C interaction but not C2C
interaction. In general, companies have more information about their products than their
consumers. Although sharing knowledge can happen among consumers through a variety
of sources such as online forums or brand communities, this finding implies that sharing
knowledge is still more relevant to B2C interaction. In an environment of higher
knowledge sharing, consumers are better able to interact with the company. When it comes
to knowledge sharing, particular usage experiences of any product or service may change
the relationship; yet in terms of product or service such sharing still facilitates mostly

interactions between business and consumers.

7-2. How Does Consumer Motivation Affect Interaction?

This study contributes to the literature by examining the role of consumer
motivations on interactions. Although consumer motivations in co-creation is well
researched, the direct link between consumer motivations incorporating both extrinsic (i.e.
economic motivation) and intrinsic (i.e. social and psychological motivation) on dual forms
of interactions are not examined in the literature. This study extends the findings of Roberts
et al. (2014) who find that consumer motivations vary across different types of co-creation
activities. Not only based on types of co-creation activity, consumer motivations varies
depending on different types of interactions as well. More specifically, only economic
motivation drives consumers to interaction with company, but social and psychological

motivations do not have any impact on B2C interaction. When it comes to C2C interaction,
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the results indicate opposite effect. Consumers with high level of social or psychological
motivation tend to interact more with other consumers. These findings confirms a major
body of literature on C2C interaction in online word-of-mouth that consumers motivated
by social and self (i.e. psychological) motivations tend to interact more with other
consumers (Alexandrov et al. 2013). This in turn indicates the nature of interaction with
consumers are mostly driven by intrinsic motivations as typically such C2C interaction
does not directly bring any monetary values®. When consumer motivations can be
understood from expected benefits, these findings also align with three levels of
relationship bonding-financial, social, and structural (Berry 1995). Acknowledging the
different consumer motivations on interactions, companies can manage B2C interaction
oriented to financial benefits while encouraging C2C interaction focused on social and

psychological motivations.

7-3. How Does Interaction Affect Consumer Participation in Co-Creation Activities?

When it comes to the consequences of the two types of interactions, results indicate
interesting findings. While C2C interaction enhances consumer participation in co-creation
activities, regardless of the types (both pre-and post-launch), B2C interaction only
enhances consumer participation in pre-launch co-creation activities. This means that C2C
interaction fully mediates the relationship between B2C interaction and consumer
participation in pre-launch co-creation activities. Given the fact that pre- and post-launch

distinction is more prevalent for industries where diverse types of new products are

8 There are some exceptions exist. For instance, consumers may be likely to refer other consumers to become
company-initiated rewards programs in order to get some monetary benefits.
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introduced at fast pace (e.g. movie, video gamers, books, music or new technological
devices) (Burmester et al. 2015), the distinction of consumer participation between pre-
launch and post-launch co-creation activities is more appropriate for the context of this
study. Pre-launch is a stage where any product or service is introduced in the market place.
This is the stage where company has greater information than any other consumers.
Therefore, the higher B2C interaction may be expected for higher level of consumer
participation in pre-launch co-creation activities. This finding supports the previous
literature on B2C interaction on consumer participation activities (Prahalad and
Ramaswamy 2004a; 2002). When it comes to post-launch co-creation activities, this is the
stage where consumers possibly get more reliable information about products or services
since they were already introduced to the market place. Therefore, B2C interaction may
not be a necessary condition for consumers to participate in post-launch co-creation
activities. Yet, there are existing studies supporting the influence of B2C interaction on
C2C interaction (Adjei et al. 2010). It has become a prolific digital marketing strategy for
companies to identify seeding consumers who has great influence power over other
consumers, which can drive profit from positive word of mouth (Kumar et al. 2013). This

finding confirms such B2C interaction on C2C interaction.

7-4. How Does Consumer Participation in Co-Creation Activities Affect Value-In-Use?

In addition, this study identifies impactful drivers on consumers’ value-in-use.
Consumer participation in pre-launch and post-launch can improve consumers’ perceived
level of satisfaction, and relationship. Yet, consumer participation in post-launch co-

creation activities can only enhance positive consumer experience while perceived level of
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personalization is heightened by post-launch co-creation participation. This is a very
interesting finding as previous studies find that higher level of consumer participation can
bring positive experience as they feel more empowered through participation. Yet, what
this finding suggests is that the impact of consumer participation on experience may vary
depending on pre- or post-launch stage of the co-creation activities. One way to explain
such findings is based on consumers frequently attributing their participation in pre-launch,
primarily to the benefit of company while post-launch participation is seen as benefiting

self and other consumers.
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CHAPTER 8: IMPLICATIONS

8-1. Academic Implications

The academic implications of this study to the marketing literature are threefold.
First, this study incorporates two major streams of co-creation literature, namely
technology and innovation management perspective and service sciences perspective.
Specifically, this study incorporates two theoretical pillars of consumer value co-creation,
co-production and value-in-use, and all sub-dimensions of each pillar into the proposed
model. The primary focus of technology and innovation management perspective is co-
production while that of service science is value-in-use. In this way, this study speaks the
same language, value co-creation, which can be accepted to both streams of literature. In
return this study address innovation-related aspects in service science perspective in our
conceptualization, which can help to elevate the innovation as a central theme of
underlying S-D logic (Wilden et al. 2017). This study also stresses that value co-creation
is not monolithic, but has a various shades such as technology and innovation management,
service science, pre-launch and post-launch co-creation. Second, this study extends the
spectrums of value co-creation contexts by categorizing pre-launch and post-launch co-
creation activities. While the current literature is largely concentrated on certain contexts,
particularly in pre-launch new product development, this study extends the breadth and
depth of the co-creation activities. To date, this is the first empirical study incorporating
the entire spectrums of value co-creation activities with fully completing all the theoretical
dimensions of value co-creation activities. Lastly, this study fully incorporates the dual

forms of interaction, B2C and C2C interactions. Value co-creation between companies and
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consumers through interaction is the fundamental structural of S-D logic since its formative
years of S-D logic. As value co-creation goes beyond the interactions between company
and consumers but with other stakeholders such as consumer-to-consumer interaction, this

study contributes the literature by incorporating dual forms of interactions.

8-2. Managerial Implications

This study provides managerial implications in shaping interaction strategies. How
do companies need to manage interactions which can lead to successful consumer
experience through co-creation? Interaction, as an enabler of enhancing consumer
participation in co-creation, has been one of the important topics both for academics and
practitioners. Among various ways examined in the previous literature on interacting with
consumers, this study provides another insight that consumer participation in co-creation
activities varies depending on the product launch status. The direct interaction with
consumer has an impact on pre-launch stage to enhance co-creation participation. If
marketers want consumer participation in post-launch stage such as word-of-mouth or
blogging etc., they can initiate interactions with consumers who have greater influence on
others such as brand ambassador. My dissertation helps companies to conceptualize co-
creation in terms of launch stages and tailor strategies for each type of co-creation
accordingly. Since the antecedents and consequences are different for each type of co-
creation activities, companies need to highlight attenuate the significant predictors while

mitigating insignificant ones.
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CHAPTER 9: LIMITATIONS AND FUTURE RESEARCH DIRECTIONS

Although this study contributes to the marketing literature, it has some limitations.
First, data collection was conducted in one industry, online video gaming, thus it may not
be generalizable across other industries. Although online video gaming industry was a
novel context to examine co-creation activities due to consumer participatory cultural
practice, someone might argue that this industry is comprised of more involved consumers.
Further research can be conducted to re-test the model in another industry. Second, this
study examines how co-created value is processed from only one side, consumer
perspective. Another perspective such as company in reviewing these relationships can
provide richer understanding in co-created values, which can be left for future research.
Other stakeholders beyond company and consumers would also be a fruitful area for future
research. Future research can also be based on actual co-creation behavior other than

attitudinal measures.
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