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1. Introduction

The concept of value in business relations has hkdifarently understood by separate
perspectives. Sometimes it is expressed only im@uoical terms (Galé, 1994; Smith, 2002), other
times it is represented as a set of economicahangeconomical aspects (Nagle and Holden, 2002).
In spite of these differences, value can be seameaged in the exchange of resources among firms
(Johanson and Wedin, 2005). According to the lotara Approach (Hakansson, 1982) and the
Network Approach (Easton, 1992; Axelsson and Easi®®2; Easton and Araujo, 1992; Ford,
1997), the value creation process occurs througinbss relationships. This way, the literature on
Business Models (Morris et al, 2005; Schweizer,22(agretta, 2002) has given contributions to
the understanding of how firms can fit strategigemtional and economical decisions, allowing the
creation of value. On the other hand, Ramirez (,.9885nroos (2006) and Vargo and Lusch (2004,
2008) argued that value can not be “added” to &r.dfor these authors, value is co-created among
several business actors and the buyer, who hasdarental role in defining what “value” is (as a
co-creator). This means that firms cannot offeugabut only suggest ways for a client to obtain
value. This way, services have a fundamental rolhé process of creating value (Grénroos, 2006;
Vargo and Lusch, 2004 and 2008; Ramirez,1999).dubhors such as Ramirez (1999), Gronroos
(2006) and Vargo and Lusch (2004, 2008), serviceoisa special type of product or something
added to it. They understand services as a prd&agmroos, 2006; Vargo and Lusch, 2004 and
2008; Ramirez,1999) that enables the value coioreat business relationship$his way, Jacob
and Ulaga (2008) state that business markets areasingly taking over the character of service
markets. The purpose of this paper is to discussdle of service on the process of value creation
business networks. In order to clarify this disomssthe paper presents the network approach
developed by the IMP Group. Then, the concept dfievaand the process of value creation are
discussed and the Business Model literature isridbest Finally, it's discussed the conceptual
changes from a “co-production” to a “co-creatiorf’value, highlighting the role of services in
business-to-business markets.

2. The IMP’s Interactive and Network Approaches

According to Hakansson (1982), the initial projettthe IMP Group was developed because
researchers had observed phenomenons that coule modplained by traditional theoretical models.
Until then, the microeconomics perspective predated, based on price as a mechanism of market
co-ordination, emphasizing the ability to achienansactions at better costs in business relatipashi
The first publication of the IMP Group (Hakanss&@882) was the beginning of a challenge set to
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study the specificities of business markets, suggga structure of relations between interdepehden
firms, which was called Interactive Approa¢Hakansson, 1982). According to this perspective,
buyers and sellers are active participants of atioglship (Hakansson, 1982). For Turnbull et al
(1996), the Interactive Approach considers thetieiahip as the analysis' unity, instead of
individual transaction. This way, the interactivergpective developed by the IMP Group tries to
capture the multi-dimensionality and the complexafy the inter-business relationships, where
business relationships are embedded (Axelsson asii, 1992; Ford, 1997).

IMP Group researchers (Easton, 1992; Axelsson astioB, 1992; Easton and Araujo, 1992;
Ford, 1997) spread out the Interactive Approach @enktloped the Network Approach. The term
network refers to the exchange connection betweehipte firms that are interacting with each
other (Ford et al, 2006). Relations can be seessasts that vary in terms of content, strength and
duration. It implicates costs of time and monegksi uncertainties, and dependences (Ford et al,
2006; Ritter and Ford, 2004). This way, the managgrof relationships is not a linear process that
leads to an ideal partnership between clients apgl®rs. Both parts will try to manage the relatio
their own way, according to their own prioritieso, St is important to understand that the firms
cannot manage the net, but can only “manage inetig(Ford et al, 2006).

3. Managing relationships: business process

Anderson et al (1994) and Ritter and Ford (2004 )plesized that business nets are
determined by the connection of relationshis: Hakansson and Snehota (1993), a relationship ca
be understood as an interaction mutually orientdtetiveen two reciprocally engaged parts.
According to Ford (1997), business relationships ba described as complex combinations of
exchanges and adaptation. The content of the egesacan be studied according to four types:
exchanges of products/services, informations, firdrand social elements, which lead to a long
term relationship characterized by interdependemneeiprocal adaptations and co-ordination of
certain activities (Ford, 1997). Therefore, thegasses of adaptation take place when one or both
parts realize the potential of profit resultingrfraghe relationship, and adapt functions, proceesjing
tasks, attitudes, values, and objectives in ordeshtain a better performance. Moller and Wilson
(1995) agree with this idea and claim that an adgon between supplier-buyer can be described
also as a process of co-ordination.

For Anderson et al (1994), a business net is byiltyadic business relationships and these
are reflexes of the business net in which theyeanbedded. Relationships between firms may have
functions divided into two different dimensionsirpary and secondary. The primary functions of
business relationships concern the effects, pesitr negatives, for both parts that interact in a
dyadic relationship. The secondary functions, nafneti functions”, capture the indirect, positive or
negative, effects of the relationships (Andersoralet1994). In an attempt to clarify this idea,
Anderson et al (1994) discuss some concepts liké liorizons”, “net context” and “net’s identity”.
We can understand “net horizons” as a certain diperception on how far does the net in which it is
embedded stretches out. The “net horizons” dependhe firm's experience and on the net's
structural characteristics. This means that thézbos of the net of a certain firm change according
to the business relationships it develops. AccgrdinHakansson and Snehota (1993), the part of the
net's horizon considered relevant to the firm iBeda“net context”, and it is structured in three
dimensions: actors, activities and resources (Hss@mand Snehota, 1993). It is in the context®f th
net that the firm develops what is called “netenigty”, i.e. how a firm sees itself in the net dralv
it is seen by other members of the same net. Thg identity can indicate the appeal level of the
firm as a partner for business relationships arthamges of resources. For Anderson et al (1994),
firms should develop a strategic net identity, f6gg a business model that allows the creation of
value, as will be presented in the next section.

4. Managing value: the contribution ofBusiness Models
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Processes of value creation have been studieddacgdo what is called “business models”.
According to Magretta (2002), no consensus existmnding the definition, nature, structure and
development of business models. This concept © @ddsignated by expressions such as structure,
architecture, design, plan or method (Magretta220RBevertheless, Morris et al (2005) analysed 30
definitions of the term and identified three maategories of definition: economic, operational and
strategic. The most rudimentary level is definingsiness models solely in terms of a firm's
economic model, focusing on generating profit (@i and Zhao, 2000). At an operational level,
business models represent an architectural coumtigur and the focus is on internal processes and
infrastructure design which enable firms to creatiee (Mayo and Brown, 1999). On the other hand,
understanding business models on a strategic lengihasizes overall direction in the firm's market
positioning, interactions across organizational noawies, and growth opportunities (Slywotsky,
1996). According to Morris et al (2005, p. 727)simess models can be understood in an integrative
way: “a concise representation of how an intereglaget of decision variables in the areas of ventur
strategy, architecture and economics are addrassetkate sustainable competitive advantage in
defined markets”. According to Morris et al (2006)s possible to envision a business model's life
cycle involving periods of specification, refinenteadaptation, revision and reformulation. The
dynamic characteristic of business models was atudy Schweizer (2005). For this author, firms
may face the immediate need to change and adapt lihsiness models in order to remain
competitive advantages.

For Chesbrough and Rosenbloom (2002) business madel be understood as a way of
mediating the value creation process, having tHeviing functions: ) articulate the value
proposition, i.e. the value created for users tgydffers based on technology; Il) identify a market
segment, i.e., the users to whom technology isulisieir what purpose, as well as a way to specify
the revenue generating mechanism(s) for the fitthgdéfine the structure of the value chain that th
firm requires to create and distribute the offensg determine the complementary assets needed to
support the firm's position in this chain; 1V) eséte the cost structures and profit potential of
producing the offer, given the value propositiod #me value chain structure chosen; V) describe the
position of the firm within the value network limg suppliers and customers, including the
identification of potential complementers and cotiipes; and VI) formulate competitive strategies
by which the innovating firm will gain and hold awage over rivals. According to Morris et al
(2005), Schweizer (2005), Chesbrough and Rosenbl@002) and Magretta (2002) business
models can be seen as a way to define and implem@nbcess of value creation. Nevertheless,
Ramirez (1999), Lovelock and Gummesson (2004), fads1(2006), and Vargo and Lusch (2004,
2008) have claimed the importance of understanttiagzalue creation as a co-production and a co-
creation process. Next we will describe what ingpti@s conceptual change.

5. Creating value in industrial networks

Value is a well-known and venerable concept infess markets (Anderson, 2004). But, there
isn’t a consensus about its meaning. Sometimsseikpressed only in economical terms (Galé, 1994;
Smith, 2002), other times it is represented ast @fseconomical and non-economical aspects, such
as market-perceived quality, total savings or &atioon received (Nagle and Holden, 2002).
According to Anderson (2004), each of these carestit components takes our understanding of the
concept in a different direction. But it is onlydigh an integrative perception of the term, bg.,
the conjunction of economical and non-economicgleeass, that the process of value can be
understood (Anderson, 2004).

According to Johanson and Wedin (2005), the prooésslue creation has been studied from
the value chain perspective (Porter, 1985), to tatlations of value (Normann and Ramirez, 1993),
to systems of value (Porter, 1996) and to a netwmekspective (Stabell and Fjeldsttad,1998;
Johanson and Wedin, 2005; Amit and Zott, 2001), Batording to Stabell and Fjeldsttad (1998),
the process of value creation can be seen in thifésrent perspectives: “value chain”, “value
shops” and “value in networks”. Stabell and Fjelai$t(1998) agree with the concept that value
creation on a value chain perspective (Porter, 1688urs when a firm produces standardized offers
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and costs are the element that has a fundametgahrdefining the value. On the other hand, there
is a “value shop” when the firm creates value tigtoactivities solving specific client problems. In
these cases, the main assets of the firm are th&citp of specialization. Stabell and Fjeldsttad
(1998) also claim that when the critical value diran comes from established business relationships
in a net that is called value in network. In theases, value is created by activities in a netvabrk
business relationships, mediated by technologieth Bosts and business relationships are factors
driving the creation of value. This way, Ramire94®), Lovelock and Gummesson (2004),
Gronroos (2006) and Vargo and Lusch (2004, 2008phasize the change from a process of
creation of value to a process of “co-productioRRafnirez, 1999) and “co-creation” of value
(Grénroos, 2006; Vargo and Lusch 2004, 2008). Thange highlights customer’s participating in
the value creation process, in which services laaumdamental role.

6. From Co-Production to Co-Creation of Value: Good and Services Together

For Ramirez (1999), value creation process is natitectional, but co-invented and combined
through interactions among several economical acttis necessary to move from the industrial
view of value to a co-productive perception of then, according to the Table 1:

Table 1: From an Industrial to a Co-Productive Viewof Value

INDUSTRIAL VIEW CO-PRODUCTIVE VIEW
Value creation is sequencial, unidirectional, titwves bes{Value creation is synchronic, interactive, bestcdbsd in
described in value chains value constellation

All managed values can be measured in monetarnsterm | Some managed values cannot be measured monetarily

Value is added Value is co-invented, combined and reconciled

Value is a function of utility and rarity Exchangbe source of utility and rarity

Values are “objective” (exchange) and “subjectiptility) |Values are contingent and actual (estabid interactively)

Customers destroy value Customers co-create value

Value is only achived once, at transaction, ang émi the] Value is co-produced with the customers over timéoH

supplier (event) both co-producers (relationship)

Services are a “seperate” activity Services isaanéwork for all activities considered as [o-
production

Customers are not a production factor Costumermareged as a production factor (assets)

The economic actors are analysed as holding omeapy| The economic actors are analysed as holding s

role at a time different roles simultaneously

The firms and the activity are the units of anaysi Interactions (offerings) are the units of analysi

Source: adapted from Ramirez (1999, p.61)

According to Ramirez (1999), value is interactivatg-produced by relationships with
customers, as co-creators. Value is contingent actdal, i.e, is co-invented, combined and
reconciled by dynamics relationships. By this wRgmirez (1999) highlights the role of services, as
a framework with which to think of value creatiofhis change for the concept of service agrees
with what is called service-centred logic (Varga drusch, 2004 and 2008; Groonros, 2006). Since
Lovelock and Gummesson (2004) contested the waliditd continued usefulness of the IHIP
(intangibility, heterogeneity, inseparability aneérishability) as a core paradigm to differentiate
services from goods (Fisk et al, 1993), severalistuhave been trying to understand the impact of
this conceptual change for business markets (Reirsard Ulaga, 2008; Cova and Salle, 2008;
Campbell-Kelly and Garcia-Swartz, 2007; Teboul, 00liva and Kallenberg, 2003; Chesbrough
and Rosenbloom, 2002).
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Gebauer (2008) emphasized this perspective higimighhe challenge to move from a good
based logic, to a service-centred logic. Accordim@ronroos (2006), the evolution of the service-
centred logic was influenced by traditional authdrem the Nordic School (Grénroos and
Gummesson, 1985) and, more recently, by Vargo arsgh. (2008), who discussed what they called
Service-Dominant Logic (S-DL). According to the %;Dservices must be understood as the
application of specialized capacities (knowledgesd askills) exchanged through business
relationships (Vargo and Lusch, 2004 and 2008). &dhors such as Ramirez (1999), Gronroos
(2006) and Vargo and Lusch (2004, 2008), servicroisa special type of product or something
added to it. They understand services as a prq€agsmroos, 2006; Vargo and Lusch, 2004 and
2008; Ramirez,1999) that enables the value coioreanh business relationships. This way,
according to Oliva and Kallenberg (2003), to monanf a good based logic, to service centred logic,
firms have to adopt an unique service orientatideveloping what is called Installed Base of
Services (IB Service). An IB Service is the ranfi@rocess related services required by an end-user
over the useful life of a product in order to rureffectively in the context of its operating prese
The firm must identify a profit opportunity withithe service arena and set up the structures and
process to exploit it. Oliva and Kallenberg (2008)hlight that the 1B Service allows an industrial
firm to enhance its profitability offering servicésat could be bought by long-term contracts. This
perspective changes the way services are priceoh & mark-up for labour and parts every time a
service is provided, to a fixed price coveringsaivices over an agreed period.

According to Gebauer (2008), Teboul (2006), Groer¢gd006) and Oliva and Kallenberg
(2003), traditional product-manufacturing companiese to change their position in the goods—
services continuum by continuously extending theise business in their offers. For this to happen,
firms “may decide that providing services is beyahd scope of their competencies (...)” and
therefore “not only are new capabilities, metriosl ancentives needed, but also the emphasis of the
business model changes from transactions to rektip-based” (Oliva and Kallenberg, 2003,
p.161). This way, the product becomes part of ttfieriag and the firm must develop services to
support and improve continuously its use and dffenessAccording to Ramirez (1999), Gronroos
(2006), and Vargo and Lusch (2004, 2008) a firna issolution-provider” and must identify the
customer’s needs to offer value propositions. Baluer is uniquely and phenomenologically
determined by the beneficiary, as a co-creatorthissyway, Jacob and Ulaga (2008) affirms that the
service-centred logic is in accordance and reigf®tbe Network Approach (Easton, 1992; Axelsson
and Easton, 1992; Easton and Araujo, 1992; For@7)Yl@eveloped by the IMP Group. Both
literatures are client-oriented, relational andedeged in an interactive settings (Jacob and Ulaga,
2008)

According to the theoretical review developed ims thaper, the Interactive and Network
approach shows that firms are connected by rekttips and are embedded in business networks
(Easton, 1992; Axelsson and Easton, 1992; Eastdmeanljo, 1992; Ford, 1997). Processes of value
are achieved in business networks through busimestels based on relationships (Morris et al,
2005; Schweizer, 2005 and Chesbrough and Rosenk(2002). But the concept of value must be
understood as a process of co-creation and allsfirmcluding manufactures, must be service
providers in order to create value (Reinartz e B|&08; Cova e Salle, 2008; Campbell-Kelly and
Garcia-Swartz, 2007; Teboul, 2006; Oliva and Kdileng, 2003, and Chesbrough and Rosenbloom,
2002). Transforming a manufacturing firm into avés¥ provider means having to adopt a business
model based on relationships and develop profitablgices offers (Oliva and Kallenberg, 2003).
Nevertheless, Jacob and Ulaga (2008) emphasizé¢hinditerature on the transition from product to
service in business-to-business markets is stdnagarly stage. For these authors, business rsarket
are being urged to move from product to servicd, rbarketing strategy development and the
implementation to promote this change is still eacl In the same string of thought, Ford and
Hakansson (2006) highlight the importance of moviogn a theoretical to a managerial perspective.
This review and confrontation of literature suggebiat a clear managerial understanding of how
industrial firms (not only creates, but also) ceate value in networks is needed. What types of
business models allows the co-creation of valueW Han industrial suppliers find strategic,
operational and economical decisions allowing thxereation of value with others actors in the net?
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How can they sell these services profitably? How tteey develop and sell services in order to co-
create value?

This way, there is a field to be explored regardimg services' role in the business market.
Business-to-Business Services Marketing literahas been developed to answer questions which
emerged from the specificities of some servicesf@zsional services, financial services etc.) aed t
difficulty that managers had in buying servicesmpared to physical goods (easier to control).
Studies such as Van Der Valk (2008), Van Der Valkale(2007), Proenca and Castro (2007),
Gronroos (2007), Wynstra et al (2006), ProencaGastro (2004) and Axelsson and Wynstra (2002)
have been developing ways to identify the maineddhtial aspects, as well as trying to characterize
different types of services. It was found that epgde of service requires specific relations betwee
the firm and the provider of the service. But, theloration of the service literature in B2B field
must also be able to focus on service(s) that goeoeess linking businessajlowing a value co-
creation network.

7. Conclusion

An integrative perspective between service-centlegic and the Network Approach
developed by IMP Group shows that processes ofeveducreation among firms in a network are
achieved through relationships and by the appboadf services. This paper highlights the role that
services can have to business-to-business markéthmgugh the premises of the service-centred
logic, firms, essentially, exchange services (imir@d more or less tangible things). If service s a
application of technologies through dynamic relaginips, the management of the processes of
service(s) in business can still illuminate thédfief business processes and the co-creation agval
among firms. Further exploratory and descriptiveeegch based on service management processes
must be developed in order to design business maklat allow the co-creation of value. The focus
will not be on the offer (more or less tangible)t bather on the services, which are processemtnk
businesses in the net and co-creating value.
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