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Value Co-Creation



The traditional approach – but for what purpose?

Services

Value = 

Benefits
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So let‟s look at this logically

We buy products to obtain 

benefits

What are the benefits

How do we get the benefits?

What is the role of the firm? The 

customer?

The „product‟ mentality of 

organizations
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The co-creation of value

CO-CREATED

VALUE that is

higher than

proposed Enhance

Unlock



A golf analogy

Not understanding service is when you did 

not practice your putts

Building the value proposition is learning 

to drive 250m in golf 



So what is service then?

It‟s making sure your customer co-

creates the fullest benefits you 

intended to provide with your value 

proposition, and often even higher 

value than that proposed

Competition & Innovation occurs on 2 

fronts:

• Providing a higher value proposition 

• Co-creating the highest value with the 

customer



The brave new world of capability –

VALUE

SERVICE

Benefits

Application of specialized 

competences through 

deeds, processes, and 

performances to benefit 

another, whether directly, 

or through a tangible 

good

Vargo & Lusch (2004, 

2008)
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Outcome-based Contracts
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Outcome-based Contracts

Some simple analogies

• English lessons, holes in the wall

More complex OBC

• Rolls Royce Power by the hour ©, Availability of equipment, 

Popularity of a fiction collection in a library, 

10
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Sophistication of contracts & service capability (for MRO context)

Resource contracts 

(delivers resources)

Attribute-based contracts (delivers an 

activity)

Multi-Attribute-based Prime Contracts (delivers 

bundled attributes i.e. „activities‟)

“Availability”-based Contracts (delivers 

availability for use)

Capability-based Contracts (delivers 

benefits)

Increasing value co-creation 

and partnering mechanisms & 

increasing complexity and risk

Increasing price 

efficiency for customer
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Hierarchy of 

Beneficial 

Outcomes 

Method © 



S4T: Support Service Solutions: Strategy & 

Transition

37 researchers, 10 

universities (£2m)
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Outcome-based contracts

Has a huge impact on sustainability (engines fly longer, washing 

machine last longer)

Shifts the focus from manufacturing/production to complex service 

systems – human, processes, assets – to achieve to outcomes

Important focus for the economy (UK) that has lost a lot of jobs to 

manufacturing

Shifts the boundaries of service

Shifts the skills sets and capability of the firm – risks

Joint system capability of customer and firm – rather than drawing a 

boundary and sub-optimizing

Better re-configuration of resources and substitutability of resources

Major impact on human skills of the future: systems thinking, what 

we try to achieve
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