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INTRODUCTION

The focus in marketing has moved from an exchange of the tangible value to one that
increasingly includes the intangible value. Vargo and Lusch propose a new dominant logic of
marketing – “Service-Dominant Logic of Marketing” or “S-D Logic”, first published in the
Journal of Marketing (2004a) and entitled “Evolving to a New Dominant Logic for
Marketing”. This article led to marketing debates which began in “Invited Commentaries on
“Evolving to a New Dominant Logic for Marketing” (Day et al. 2004) and led to other
commentaries from scholars in the field. In the same year Vargo and Lusch (2004b) published
a series of articles on the service-dominant logic of marketing that have had a wide influence
in marketing scholarship. In the service dominant logic of marketing, Vargo and Lusch
(2004a) emphasize the importance of consumer-centricity in the firm’s value creation process.
In a consumer-oriented view of the value creation process, Arnould, Price, and Malshe (2006)
reinforce this idea within the paradigm of Consumer Culture Theory (CCT) to suggest the
significance of the co-creation value between firms and consumers (see Arnould and
Thompson 2005).

The service dominant logic of marketing (S-D logic) is a marketing paradigm evolution which
shifts from the old paradigm, the firm-centric or good-centred view, to a new paradigm, the
consumer-centric or service-centred view (Vargo and Lusch 2004a). The idea is presented by
resource-based theory to explain firms’ operant and operand resources. Operant resources are
resources used for activating operand resources or other operant resources, such as invisible
and intangible variables – firm core competencies (skills and knowledge), to create results.
Operand resources are resources used for producing effects, and include factors of production
such as raw materials or goods. In the good-centred view, firms primarily focus on operand
resources and are concerned with make-and-sell or productions and distributions. In the
service-centred view, firms focus on operant resources and are concerned with sense-and-
response in order to create competitive advantage over competitors. The co-creation value is
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investigated by asking how consumers engage in the value-creation process. This approach
emphasises customization over standardization and the consumer participation in
consumption. However, Vargo and Lusch (2004a) view this co-creation process from
manufacturers’ perspective which does not fully portray the value co-creation process.
Arnould et al. (2006) offer a parallel view to Vargo and Lusch (2004a) by looking through a
consumer lens to explain how firms engage consumer cultural schemas to create value for
consumers as co-creative value.

This paper aims to integrate theories of firms’ resources (Vargo and Lusch 2004a) and
consumers’ resources (Arnould et al. 2006) by adding the social dynamics within a group of
consumers to understand the value co-creation process. To illustrate the co-creative value
among consumers, we present this paper in three parts. Firstly, we overview and define firm
and consumer resources; we then integrate both concepts and show the idea of consumer
empowerment in the model by adding consumers’ experience. Finally, we present the idea of
brand community and the core concept of the value co-creating process among consumers.

Integration of Service-Dominant Logic of Marketing and Consumer Culture Theory

Vargo and Lusch (2004a) synthesise ideas from many disciplines including relationship
marketing, service marketing, market orientation, quality management, supply and value
chain management, resource management and networks to create the service-dominant logic
of marketing (S-D logic). This work creates a comprehensive framework and makes a
contribution to the field of marketing. However, the S-D logic could be thought as a service
strategy which pressures firms to emphasise in the service marketing. This would be a
missing point in the core concept of S-D logic. Instead of arguing about a service business or
industry, Vargo and Lusch (2004a) view the service dominance as a whole business process
which emphasises the intangible value to create core competencies, skills and knowledge, and
the co-creation of value.

Figure 1 shows Vargo and Lusch (2004a)’s the service-centred view which highlights a firm’s
operant resources. In a goods-centred view, firms focus on operand resources to produce
goods and services, and distribute to customers. In the S-D logic, by shifting focus to operant
resources, firms focus on understanding how consumers engage in value creation process by
viewing consumers as the operant resource. Firms have to employ their core competencies to
co-create value with consumers, interaction between firms and consumers, in order to create a
value proposition. This paradigm is a shift from make-and-sell to sense-and-respond and from
the material to the intangible value. As sense-and-respond paradigm, firms need to engage
with consumers as the co-creators of value, and deploy the consumer involvement in business
processes. This process is depicted in Figure 1.

[Insert figure 1 here]

Arnould et al. (2006) advance Vargo and Lusch (2004a)’s the idea by proposing the
consumers’ operant and operand resources (see Figure 7.1 in Arnould et al. 2006, p. 92). This
ties the concept of consumer culture theory (CCT), and its emphasis on the value co-creation,
to the S-D logic in order to understand how firms engage consumer cultural schemas to create
the value as co-creation process between consumers and firms. In the consumer culture
theory, scholars views the co-creation value in terms of a cultural framework that focuses on
how consumers perceive, interpret, understand, and interaction with the market offering (Holt
2002).  As with their own resources, firms should focus on consumers’ operant resources,
namely the set of life projects: social, cultural, and physical contexts, which authorise
consumers to allocate their operand resources, economic value, to carry out behaviour
performances (Arnould et al. 2006). Therefore, instead of firms concerning themselves with
the purchasing power as the first priority where customers’ needs and wants to constitute the
core focus of the marketing concept (Kotler 2003), firms should understand how consumers
value their set of life projects or how they enact their life narratives (Arnould and Price 2000).
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This will better enable firms to “anticipate customers’ desired values and help them create the
value in use” (Arnould et al. 2006, p.93).

Although both Vargo and Lusch (2004a) and Arnould et al. (2006) state that relevant insights
in the marketing process which intent to enlighten understanding of the value creation process
are important, they do obviously not unfold the whole process. Furthermore, Arnould et al.
(2006) do however emphasise that social operant resources, one type of consumers’ operant
resources, are deployed in their value creation and behaviour as co-consuming groups or
consumption communities. In figure 2, we integrate the value creation process from firm and
consumer resources by considering the impact of consumers who form a group as a
community. This co-consuming group is able to create both opportunities and threats to firms
through enhanced consumer empowerment (Denegri-Knott, Zwick, and Schroeder 2006;
Kozinets and Handelman 2004; Wright, Newman, and Dennis 2006). As a form of the
consumer agency (Arnould et al. 2006), consumers in the communities do not only create
holistic values to the process, but they also co-create the value consistently to each other.
Therefore, consumers’ experiences play an important role in the value co-creating process
between themselves over time. This relationship is depicted in Figure 2.

[Insert figure 2 here]

The value creation process shown in Figure 2 illustrates how firms have to employ their core
competencies, skills and knowledge, to create the value proposition in order to activate
consumers’ operant resources, a set of life projects. After consumers’ operant resources are
activated, consumers deploy their operand resources, money or economic value, to achieve
their social life projects. To accomplish this process, firms have to focus on their consumers’
a set of life projects and explore how consumers engage themselves with their social
connections to co-create value amongst them. This perspective adds the co-consuming groups
as a value co-creator to the whole value creation process. As a social unit of analysis, more
experienced consumers can co-create better experiences than their less experienced
counterparts, and the former may assist the latter by facilitating the value creation process.

From Individuals to the Value Creation in Brand Community

Communities have primarily consists of individuals who share intentions, interactions and
activities at the specific place or geography (Kaufman 1959). In this context, communities are
characterised by geographical borders. To incorporate as the community, they require the
three important elements or community markers: consciousness of kind, share rituals and
traditions, and a sense of moral responsibility (Muniz and O’Guinn 2001). However, these
markers have been diluted since the emergence of modernity (Cova 1997; Muniz and
O’Guinn 2001) which has destroyed the traditional forms of community (family, village,
religion); this is termed as “the loss of community” (Muniz and O’Guinn 2001, p.413).
During this process, individuals are severed from the community and become increasingly
concerned for “the self” (Cova 1997, p.298).

Although modernity has removed individuals from their communities, the consumption of the
postmodern consumers is one of the significant factors which affect the re-emergence of
communities (Boorstin 1973; Cova and Cova, 2001). Fortunately, the advance of mass
communications, especially WWW or Internet, frees consumers from their geographic
restrictions (Muniz and O’Guinn 2001). Consumers can engage in joint activities and shared
interests, information, and experiences through the internet without travelling or requiring
face-to-face encounters. Community member can participate in community even they live
apart from community. Individuals can share emotions, values, norms, and experiences
through consumption practices (Cova 1997) around specific products or brands. This type of
community is termed a “Brand Community” (Muniz and O’Guinn 2001).
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Definition of Brand Community

From the concept of community, individuals share intentions, interactions, and activities at
the specific place (Kaufman 1959) and they engage the consumption within their
communities through the celebration, ritual, or tradition (Muniz and O’Guinn 2001) in order
to create the identity and relationship among members of communities (McAlexander et. al.
2002). After the re-emergence of community (Boorstin 1973) and the transcendence of
geographic restrictions (Muniz and O’Guinn 2001), community is not limited to specific
places but it can be occupied by members’ imagination as an imagined community
(Anderson, 1990; Chavez, 1994; Kanno and Norton, 2003).

One form of communities which transcend the traditional community limitation is “brand
community” as defined by Muniz and O’Guinn (2001, p. 412):

“Brand community is a specialized, non-geographically bound community, based on
a structured set of social relationships among admires of a brand.”

This concept of brand community rests on a triadic consumer-brand-consumer relationship
where the brand is a centre of community (Muniz and O’Guinn 2001). McAlexander et al.
(2002) emphasise the relevance of the brand community as a way to understand customers’
relationships and loyalty and the associated co-creation between consumers and firms. This
consumer-centric relationship means that communities emerge and construct meaning around
consumption experiences. McAlexander et al. (2002)’s perspective shows how brands are
used to tie relationships among customers in order to create consumption experiences and
communities. Amine and Sitz (2004) also address membership feelings between and within
individuals and groups, and define the brand community as

 “a self-selected, hierarchical and non-geographically bound group of consumers
that share values, norms and social representations and recognize a strong feeling of
membership with each other members and with the group as a whole on the basis of a
common attachment to a particular brand.”

Even if the brand community perspectives above give different definitions, the main concept
of brand community emphasises of the non-geographic boundaries, free choice, relationship,
sharing emotions, norms and values, and the construction of communities around branded
goods or services. Furthermore, Muniz and O’Guinn (2001) suggest that brand communities
are similar to traditional communities in that they are also characterised by the community
markers discussed above.

Value Creation of Brand Community

Brand community is a social phenomenon which is constructed from the dyad relationship
between consumers and brands (Fournier 1998), and evolve from interaction among
consumers to create a group or real community around a specific brand. The consumer-brand-
consumer triadic relationship is highlighted within this concept. However, the concept of
consumer empowerment that results from brand communities, coupled with consumers’ roles
in the value creation process inherent in these communities is of relevance to marketers.
Moreover, the advance of technology on the internet creates new types of communities in the
virtual world. Therefore, this section attempts to clarify a typology of brand communities and
to understand the objective and value inside each community shown in Figure 3.

[Insert figure 3 here]

Figure 3, depicts three types of brand communities. In each, consumers co-create values
through the experience, interaction, and relationships amongst each other. Moreover, values
in the co-creation process also emerge from sharing among consumers in the brand
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communities. The experience, interaction, and relationships can emerge in different ways
depending on the type and participants in communities.

A consumer brand community is a consumer-created brand community where consumers
initiate the formation of the community based on their passion for a brand; accordingly they
create value through face-to-face interactions (Muniz and O’Guinn 2001). These brand
communities are limited by geography; most members in community are live in close
proximity to each other, although guests from other places can join communities through
communities’ website, web forums and guest books. Conventionally, in this type of brand
community, members intend to interact and create relationship rather than create brand
experiences among them.

Like the consumer community, virtual brand community is consumer-created and non-
supported brand communities but differs in the location of community. With the advance of
technology, community is created on the cyberspace as online community and members can
interact without the encounter and time consuming. Examples of virtual brand communities
include “The Apple Newton Community” (Muniz and Schau 2005), “The Nikonians brand
community” (Amine and Sitz 2004), “Basketball Shoes Community” (Füller, Jawecki, and
Mühlbacher 2005). Members in online community are alike to the consumer brand
community by intending to interact and create the relationship rather than create the brand
experiences.

Brandfest communities emerge around customer experiences (McAlexander et al. 2002)
which tie relationship with customers, brands, firm, and product. Unlike the community
description above, brandfest communities are the co-creation of customers and marketers, as
communities supported by firms. Brandfest community members intend to create experiences
rather than relationship and interaction in order to create the strong brand loyalty.

The typology of brand community is presented in triangular shape (figure 3) because although
these brand communities appear to be differentiated from each other, they have some
common attributes such as value co-creation process, sharing among members etc. Consumer
brand communities differ from virtual brand communities in their origin of membership;
while virtual brand communities can recruit members from everywhere around the world,
consumer brand communities cannot. For example, Midwest Saab Club is Saab’s brand
community in Fairland, a small neighbourhood in Midwestern, USA, where the most
members are locally based and live in surrounding neighbourhood (Muniz and O’Guinn
2001). In contrast, online communities are open communities for every person who can
access Internet. Both group memberships are similar in objective and value in that members
join communities to interact and share possessions and dreams.

Implications

This conceptual paper has several implications for the service-dominant logic of marketing
and consumer culture theory (CCT). First, it moves the level of consumer behaviour and
consumption analysis from individuals to social dynamics. Second, because consumers in
brand communities are an integral part of the co-creation value (Pralahad 2004), the
importance of consumer power to co-create value during their consumption has relevance to
firms, as their control over the brand may be diminished. It advances the S-D logic in the
value co-creation process between consumers and firms to emphasise co-creation among
consumers who can jointly pressure firms to apply their core competencies to capture this
value and process in order to create and deliver an effective value proposition. Finally, brand
communities create value between consumers and consumers, and between consumers and
marketers or brands in different forms and activities. Many researchers have been interested
in the value from brand community which emerge from consumer interaction with brands or
specific products such as “Nutella community for consumer goods” (Cova and Pace 2006),
“Nikonians and Powershot community for digital camera” (Amine and Sitz 2004), “Harley-
Davidson and Jeep community for automobile” (McAlexander et al. 2002), but very few
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researchers have concerned themselves with the co-creation value of consumers.
Consequently, the question of “How do members of brand community co-create value”, and
“How do firms engage themselves with consumers’ co-creation process” are asked. The
response to this question provides a new perspective to the concept of brand community
through linking the S-D logic of marketing, and CCT which suggests the idea of consumer
co-creating values by the field.

Conclusion

Vargo and Lusch (2004a) suggested the service-dominant logic of marketing (S-D logic) as
being one where resources shift from focusing on operant resources to operand resources.
They explain this new paradigm with firms’ operant and operand resources through a
manufacturer lens. To complement the value creation process, Arnould et al. (2006) advance
this idea with consumers’ resources and consumer culture theory (CCT) which concerns itself
with consumer cultural schemas in the process. In addition to co-creating value between firms
and consumers, social connections create a co-consuming group of consumers which
influence the value creation process by creating co-creation value among consumers. Brand
communities transcend the geographic restrictions and consist of the three important elements
or community markers: consciousness of kind, share rituals and traditions, and a sense of
moral responsibility. Brand communities effect to the consumer empowerment concept which
pressure firms have to engage in the consumers’ value co-creation process in order to create
the appropriate value proposition.
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Figure 1 The Firm’s Operant and Operand Resources

Source: Developed from Vargo and Lusch (2004a)

Figure 2 Conceptual framework of value co-creation among consumers

Source: Adapt from Arnould et al. (2006)
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Figure 3 The typology of brand community
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