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Author:  Eve Heinonen 

Title: Service Recovery from Value Co-destruction in B2B 

Relationships 

Year:  2017 

Faculty:  School of Business and Management 

Master’s programme: International Marketing Management (MIMM) 

Master’s Thesis: Lappeenranta University of Technology  

64 pages, 10 figures, 8 tables, 2 appendices 

Examiners:  Professor Sanna-Katriina Asikainen 

Associate Professor Joona Keränen 

Keywords in Finnish: palvelun normalisointi; arvon yhteistuhoaminen; 

yritysmarkkinat; palvelulogiikka 
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service dominant logic 

 

The negative outcomes of value co-creation in B2B context, and service recovery from 

value co-destruction incidents have not been widely studied. The aim of the research was 

to study how companies aim to recover from value co-destruction in B2B relationships. 

Furthermore, the research goals of the study were to study the antecedents of value co-

destruction, to study service recovery strategies actors of a B2B relationship apply after a 

value co-destruction incident, and to investigate the effects of the service recovery 

actions. 

 

The theoretical framework was mainly based on service recovery, value co-destruction 

and service-dominant logic literature. Conducting the theoretical framework was 

challenging due to the limited amount of previous research on the key concepts on B2B 

context. The empirical data for the research was collected with a multiple-case study, 

where each case was an exchange episode. Qualitative data was collected via semi-

structured interviews. 

 

The results suggest that besides the focal actors causing detrimental value, external 

actors can also diminish value to either or both focal actors. Three distinct recovery 

actions were identified: apologizing, communication and compensation, nevertheless the 

results did not suggest any specific strategies or action plans. Service recoveries did not 

have any noticeable effect on the outcomes, nevertheless a successful service recovery 

had a positive effect on the B2B relationship, whereas an unsuccessful service recovery 

had a negative effect.  

 

Further research is recommended on the network effect of value co-destruction that was 

identified in the findings. Furthermore, a multi-industry comparative case study is 

recommended for more profound findings. The research is limited due to the relatively low 

amount of empirical data, therefore more complex cases could provide additional insights.  
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Arvon yhteisluomisen negatiiviset seuraukset yritysmarkkinoilla, sekä palvelun 

normalisointi arvon yhteistuhoamisesta eivät ole ennestään laajalti tutkittuja aiheita. 

Tutkimuksen tavoitteena oli tutkia kuinka yritykset pyrkivät palautumaan arvon 

yhteistuhoamisesta B2B asiakassuhteissa. Lisäksi tavoitteena oli selvittää arvon 

yhteistuhoamiseen aiheuttavia osatekijöitä, yritysten arvon yhteistuhoamisen jälkeen 

suorittamia palvelun normalisoinnin strategioita sekä palvelun normalisoinnin 

toimenpiteiden vaikutuksia. 

 

Teoreettinen viitekehys koostui pääasiassa kirjallisuuteen palvelun normalisoinnista, 

arvon yhteistuhoamisesta sekä palvelulogiikasta. Edellisten tutkimusten vähäinen määrä 

keskeisistä konsepteista yritysmarkkinoiden kontekstissa aiheutti haasteita teoreettisen 

viitekehyksen koostamiselle. Tutkimuksen empiirinen data kerättiin 

monitapaustutkimuksella, missä tapaukset olivat kaupankäynti-episodeja. Kvalitatiivista 

dataa kerättiin puolistrukturoiduilla haastatteluilla. 

 

Tulokset viittaavat ulkopuolisen toimijan mahdollisuuteen aiheuttaa arvon vähenemistä 

molemmille tai jommallekummalle keskeiselle toimijalle, sen lisäksi, että keskeiset toimijat 

voivat sitä aiheuttaa. Kolme selvästi erottuvaa palautumisen toimenpidettä tunnistettiin 

tuloksista: pahoittelujen esittäminen, kommunikaatio sekä hyvitykset. Sen sijaan todisteita 

strategioista tai toimintasuunnitelmista ei löydetty. Palvelun normalisoinnilla ei ollut 

huomattavia vaikutuksia lopputuloksiin, mutta menestyksekäs normalisointi vaikutti 

asiakassuhteeseen positiivisesti, kun taas epäonnistunut normalisointi aiheuitti negatiivisia 

vaikutuksia. 

 

Mahdollinen jatkotutkimuksen aihe olisi arvon yhteistuhoamisen vaikutukset 

yritysverkostoihin. Todisteita tällaisesta ilmiöstä löydettiin tuloksista. Lisäksi monialainen, 

vertaileva tutkimus voisi luoda syvällisempiä tuloksia. Tutkimuksen rajoitteet liittyvät 

empiirisen datan vähäisyyteen, sen vuoksi kompleksisemmat tapaukset voisivat tarjota 

lisähuomioita.  
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1 INTRODUCTION 

 

Co-creating value with the customer is gaining continuing attention within the academia as 

well as within companies. If, and when, problems occur in a transaction, it can cause 

detrimental value to either or both actors. What are the factors causing the problems, and 

moreover how companies can recover from such incidents? Business markets have 

distinct characteristics compared to consumer markets, that should be considered when 

pondering these issues. Realizing that service failures occur in all context (Heidenreich at 

al. 2015), and being aware of such factors that can potentially cause detrimental value is 

important for businesses (Vafeas et al. 2016). 

 

Companies operating in business markets ought to comprehend that service failure in 

B2B context can have more severe effects compared to consumer markets, as a service 

failure might cause severe problems in the customer’s operations, and furthermore in 

further in the networks (Zhu & Zolkiewski 2015). Research has shown, that companies co-

creating value with customer should allocate more resources on service recovery 

strategies, as “services high on co-creation generate a greater negative disconfirmation 

with the expected service outcome than services low on co-creation” (Heidenreich et al. 

2015). 

 

Value co-creation is indeed one of the most topical subjects nowadays, especially in the 

industrial markets. According to Tore Strandvik, Professor at Hanken School of 

Economics who is one the best-known researchers of the topic in Finland, the paradigm 

shift towards customer perceived value in addition to previously dominant service quality 

happened in the beginning of the 21st century. After that, the customer has been 

perceived as a creator of value, instead of an object, which has resulted in the 

conceptualization of value co-creation. (Kortesoja & Lehtinen 2013) 

 

It is evident that there is an abundance of research on value co-creation and its benefits, 

however many researchers, such as Echeverri and Skålén (2011), note that there is a 

research gap in empirical research about interactive value formation, and highlight that the 

outcomes and connotations of such interaction are not limited to positive ones. Plé and 

Cáceres (2010) have also noted that empirical results on value co-destruction are 

required. 
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Service Dominant Logic was first introduced in 2004, and since then it has evolved into a 

more conceptual framework. S-D Logic is the foundation of co-creating value, as it places 

the customer as an equal partner with the provider in the transaction, and moreover it 

emphasizes that all businesses are service businesses – products are merely instruments 

of service (Vargo & Lusch 2004). As S-D logic is gaining more attention in the academia, it 

is important to study also the negative connotations to the concept. Furthermore, 

generating empirical results and transforming them into frameworks and guidelines is 

important from managerial perspective. 

 

The origins of S-D logic arose from the need of new ways of examining some business 

aspects, more specifically the differences between services and goods. The early ideas of 

services marketing can be considered as the foundation of S-D logic. (Ford 2011) 

According to S-D logic, value cannot be embedded in the output, as value is defined by 

the customer. Moreover, customer is part of the value creation. (Vargo & Lusch 2004) 

Traditional, Goods-Dominant logic (G-D logic) puts more emphasis on tangible products 

than on services, and moreover it considers transaction merely as a one-way action 

where the provider transfers its offerings to the customer, whereas S-D logic considers 

“how service behavior might be of reciprocal value between actors” (Ford 2011). 

 

Previously G-D logic was widely accepted throughout industries. Companies focused on 

efficiency, productivity, homogenous outputs and on maximizing profits by selling products 

at suitable prices. (Greer et al. 2016) In order to compete with other companies, superior 

customer value was created by embedding utility into the product during production and 

distribution (Vargo & Lusch 2004). In other words, companies focused most importantly on 

the output, and in making and distributing things that could be sold (Greer et al. 2016; 

Vargo & Lusch 2004). 

 

Work input in G-D logic was designed in such a manner that it could be separated into 

microactivies. These microactivies could be performed in isolation from each other – the 

employees could be therefore separated from each other, and companies could manage 

and coordinate them based on their best interests. (Greer et al. 2016) In addition, the 

customers were also separated from the provider. (Greer et al. 2016; Vargo & Lusch 

2004) As outputs were standardized, they could be inventoried (Vargo & Lusch 2004). 

 

Discussing S-D logic with the existing marketing lexicon is challenging because the 

lexicon has emerged from the G-D logic. Finding generally accepted counter-paradigmatic 
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words is challenging or even impossible. (Vargo & Lusch 2008) As S-D logic underlines 

dyad relationships, terms such as “customer” and “supplier” are misleading, as they do not 

recognize the aspect that both parties have counteracting roles in the relationship. (Ford 

2011) This complicates research of the key concepts of this study, as theorizing and 

understanding the practical implications might be difficult. 

 

The concepts and theories regarding this research might seem complex and impractical, 

but in the end their implications are notable from managerial viewpoint, as they aim to 

explain vital issues. By investigating these issues from theoretical perspective, companies 

might gain new insights into their operations. Moreover, by understanding how detrimental 

value is be co-created, managers could take preventing actions, and if they have the 

theoretical background on service recoveries, they could make proper action plans.  

 

1.1 Research questions and objectives 

 

This research aims to study how companies aim to recover from value co-destruction in 

B2B relationships. Furthermore, the research goals of this study are threefold: 1) to study 

the antecedents of value co-destruction, 2) to study service recovery strategies actors of a 

B2B relationship apply after a value co-destruction incident, and 3) to investigate the 

effects of the service recovery actions. The research questions are shown in the table 

below (Table 1). The table also clarifies the role of each sub-question within the aim of the 

research. 
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Research goal Research question 

Main research question 

Studying how companies aim to recover 
from value co-destruction in B2B 
relationships 

How can actors of a B2B relationship 
recover from a value co-destruction event? 

Sub-questions 

Studying the antecedents of value co-
destruction 

What are the antecedents of value co-
destruction? 

Studying service recovery strategies after 
value co-destruction incident 

What actions actors take to recover from 
value co-destruction in B2B markets? 

Studying the effects of service recovery 
actions 

How does the recovery process influence 
value perceptions and outcomes? 

Table 1: Research goals and questions. 

 

1.2 Literature review and research gaps 

 

Value co-destruction refers to an interaction which aims to co-create value for the benefit 

of all actors, but which results in the actors jointly destructing or diminishing value 

(Echeverri & Skålén 2011). Value co-destruction can be simplified as the counterpart of 

value co-creation, nevertheless it should be noted that both value co-creation and value 

co-destruction can coexist in the same interaction (Prior & Marcos-Cuevas 2016). 

Lefebvre and Plé (n.d.) have noted that the definition of value co-destruction needs to be 

modified for B2B context. In their contextual paper, the authors explored the concept in 

B2B context and suggested another definition. Moreover, they investigated how value co-

destruction manifests in business markets. (Lefebvre & Plé n.d.) 

 

According to Plé and Cáceres (2010), the concept of value co-creation has mainly been 

studied from the viewpoint of its potential advantages and possibilities, instead of 

detrimental aspects, such as value destruction or value creation costs. Prior and Marcos-

Cuevas (2016) also have noted the need to conceptualize negative outcomes of 

interactive value formation, and moreover it should be investigated how value co-

destruction manifests. Smith (2013) studied the process of value co-destruction in the 
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context of consumer markets. A customer resource perspective was adapted in the 

research. 

 

Worthington and Durkin (2012) examined value co-destruction through case studies in 

personal retail banking. Moreover, they examined the dyadic relationship between banker 

and customer, and proposed a framework for potential value co-destruction with 

orientations of customer and bank. Vafeas et al. (2016) also adapted a dyadic perspective 

in their study. Their aim was to examine the antecedents of value co-destruction in B2B 

exchange. The authors propose a model for the antecedents of value diminution. 

 

Service recovery means using necessary tools in reacting into a mistake that has been 

made in providing a service, in order to regain a positive relationship (Gustafsson 2009). 

The majority of studies on the subject have been conducted on the consumer market. 

Furthermore, academia is lacking research on service recovery strategies especially on 

value co-destruction incidents (Heidenreich et al. 2015). Co-creating service recovery has 

been studied e.g. by Dong et al. (2008), nevertheless as Heidenreich et al. (2015) point 

out, there is a research gap in studying service recovery from incidents where value was 

initially intended to be co-created. 

 

Edvardsson et al. (2011) examined complex service recovery processes, moreover how to 

understand and manage the processes. They studied double and triple deviation in 

service recovery. Lastner et al. (2016) extended the service recovery framework by 

providing new perspectives regarding positive emotions in the process. They studied 

gratitude and pride in service failure and service recovery within consumer market 

context. Michel et al. (2009) on the other hand studied the reasons behind unsuccessful 

service recoveries. They identify three distinct parts of service recovery – customer 

recovery, process recovery and employee recovery. 

 

Service recovery paradox refers to a situation where a successful service recovery 

creates such positive effects on customer satisfaction, that post-failure satisfaction 

exceeds pre-failure satisfaction (de Matos et al. 2008). Nevertheless, a study by Michel 

and Meuter (2008) implied that the paradox is a rare event, and that managers should not 

make implications regarding it, e.g. by aiming to create poor initial service in order to have 

outstanding service recovery. De Matos et al. (2008) found positive and significant effect 

of the paradox on customer satisfaction, nevertheless the effect on repurchase intentions, 

word-of-mouth and corporate image was not noticeable. 
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Figure 1: Research gaps. 

 

The figure above (Figure 1) illustrates the identified research gaps. The amount of studies 

interlinking value co-destruction and service recovery are limited. Moreover, the studies 

on service recovery both in B2B context and within SD-logic framework are needed. Thus, 

this research aims to answer to several research gaps. 

 

1.3 Theoretical Framework 

 

This study places value co-destruction and service recovery in the central position. The 

aim is to study the antecedents of value co-destruction and furthermore to study how 

companies recover from value co-destruction. The aim is to study the actions and 

strategies of recovering from service failure. Moreover, the outcomes of such service 

recovery are to be analyzed, i.e. how well actors and their relationship recover. The 

context of the study is B2B relationships. Service-Dominant logic provides the framework 

in terms of value co-destruction and service recovery. The theoretical framework of the 

study is presented in Figure 2. 
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Figure 2: Theoretical framework. 

 

1.4 Definitions and delimitations 

 

The key definitions for this research are listed below. 

 

Service recovery describes the actions and strategies companies take after a failure in 

service delivery (Vaerenbergh & Orsingher 2016). It is advisable for companies to have a 

preplanned action plan for service recovery (Lastner et al. 2016), as service failures 

happen in all context (Michel & Meuter 2008). Moreover, service recovery strategies are of 

great importance to companies offering services of high level of co-creation, as service 

failure in those type of services has more severe effects on customer satisfaction and 

retention (Heidenreich et al. 2015). 

 

Value co-destruction refers to an interactive value formation where either or both actors 

diminish value for either of both actors (Plé & Cáceres 2010). Value co-destruction can be 

described as the counterpart for value co-creation, as the latter describes positive effects 

of interactive value formation (Echeverri & Skålén 2011). Nevertheless, it should be noted 

that the two terms should not be treated merely as counterparts, as both can coexist in the 

same transaction (Prior & Marcos-Cuevas 2016). 
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Service failure refers to a situation where there is a problem in providing the intended 

service to the customer (Roggeveen et al. 2012). Failure in service delivery is normally 

detected first by the customer, who then complains to the service provider (Vaerenbergh 

& Orsingher 2016). Service failure can manifest in numerous ways depending on the 

nature of the transaction (Heidenreich et al. 2015). 

 

Service-Dominant logic (S-D logic) emphasizes that value is always co-created with the 

customer, and therefore value cannot be embedded in the output, such as a tangible 

product (Vargo & Lusch 2004). S-D logic does not apply merely to service businesses, as 

it states that the same applies for all businesses despite their offerings (Greer et al. 2016). 

Value co-creation was introduced to describe new ways of creating value according to S-

D logic, instead of the traditional company-centric value creation (Prahalad & 

Ramaswamy 2004). 

 

This study is limited on business markets. Furthermore, the study merely focuses on the 

negative side of value co-creation, and merely on the service recovery in transactions 

where value is co-created. The empirical findings are limited to some extent, as all the 

cases include the same focal provider. 

 

1.5 Research Methodology 

 

The research method for this study is multiple-case study with three cases. The cases are 

exchange episodes between the focal company and its customers. Case study was 

chosen as research method, as it is suitable for studying contemporary phenomena (Yin 

2003, 5-7). 

 

The case study consisted of a total of four companies: one focal company and three 

customers. The case companies selected to represent the characteristics of B2B 

relationships, and the transactions to be studied were picked in terms of how well they 

could provide data on the studied concepts. The provider was a Finnish importer of 

industrial equipment and machinery, and the customers were industrial sub-contractors. 

The anonymity of the studied companies was secured as requested by the 

representatives. 

 

Qualitative data was collected by interviewing company representatives. Each company 

was represented by one respondent, and the interviews were conducted by email, Skype 
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and telephone. The data was transcribed and coded, and then analyzed regarding each 

research question. Research methodology is further described in chapter 3. 

 

1.6 Structure of the study 

 

The study structure is visualized in Figure 3 below. Chapter 1 presents the introduction 

and background for the research, as well as definitions of key concepts, delimitations and 

a brief overview of the research methodology. Chapter 2 covers the key theories and 

concepts, namely service recovery, value co-destruction and B2B relationships. Chapter 3 

describes the research design and methods in a more detailed manner. Chapter 4 

illustrates the findings from the empirical research, and chapter 5 presents theoretical and 

managerial implications in addition to future research avenues. Chapter 6 concludes the 

entire study into approximately one page. 

 

Figure 3: Structure of the study.  

•ContentChapter

•Background, objectives, setting, research questions1 Introduction

•Literature review on service recovery, value co-destruction 
and B2B relationships2 Theory and concepts

•Describtion on the case study, data collection and analysis 
methods

3 Research design and 
methods

•Findings from the empirical data, answers to the research 
questions4 Findings

•Theoretical and managerial implications, future research 
avenues5 Discussion

•Approx. 1 page conclusions on the study6 Conclusions
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2 THEORY AND CONCEPTS 

 

This chapter introduces the theory and the key concepts of this study. The first two sub-

chapters explain the concepts of service recovery and value co-destruction. The third sub-

chapter represents the context of this study, which are B2B relationships. 

 

2.1 Service recovery 

 

The goal of this chapter is to synthesize what is known so far in the academia about the 

subject, and how it can be utilized in this research. The majority of research on service 

recovery strategies is in the context of consumer markets. Simply applying the theoretical 

findings of service recovery on consumer markets does not take into consideration the 

complexity of business markets (Zhu & Zolkiewski 2015). Chapter 2.3.1 describes service 

recovery more specifically in the context of business markets. 

 

2.1.1 Purpose of service recovery 

 

Service recovery means using necessary tools in turning a negative situation into a 

positive one, in other words reacting into a mistake that has been made in providing a 

service (Gustafsson 2009). “Service recovery captures the organizational actions of 

seeking and dealing with a failure in the service delivery” (Vaerenbergh & Orsingher 

2016). Service recovery actions can be divided into three groups based on what part of 

the process they are intended to recover. Customer recovery actions are needed to re-

establish customer loyalty and customer satisfaction, process recovery actions are meant 

to improve the processes and to encourage learning from mistakes, and finally employee 

recovery actions motivate employees to improve by training and rewarding. (Michel et al. 

2009) In this chapter the most emphasis is placed on customer recovery actions (referred 

to as “recovery actions”, “service recovery strategies” or “recovery strategies”). 

 

Service recovery strategies are important because service failures are inevitable in most 

settings (Michel & Meuter 2008). The underlying expectation of the customer is receiving 

fair treatment. If the company fails to do so, customer satisfaction receives a negative 

impact. Therefore, the purpose of service recovery is to re-establish justice from the 

perspective of the customer. (Michel et al. 2009) Companies should also focus on setting 

realistic expectations for the customer early in the communication. Customers may have 

unrealistic expectations, which may be a reason for service failure. Thus, frontline 
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employees need to be trained how to define the expectations realistically, and rather 

under-promise and over-deliver than vice versa. (Lastner et al. 2016)  

 

Service failure has a negative impact on customer trust, and service recovery strategies 

are not able to build trust. In other words, the trust that has been lost cannot be recovered 

with proper service recovery strategies, even if the customer feels satisfied in the end (de 

Matos et al. 2007). On the other hand, successful service recovery may lead to positive 

emotions and a high level of perceived justice, which combined creates a positive attitude. 

This attitudinal loyalty increases the changes of the customer to interact with the service 

provider in the future. (Gustafsson 2009) 

 

Offering error-free initial transactions enhances customer satisfaction effectively. 

Nevertheless, if the initial transaction has been merely satisfying, successful service 

recovery effort may leave the customer more satisfied than after the initial transaction. 

Thus, higher customer satisfaction can always be achieved with error-free initial contact 

than with any service recovery effort. (Michel & Meuter 2008) Customer satisfaction can 

be enhanced by allowing customers to co-create the service recovery solution in the case 

of severe delays. Research has also proved the same effect on repurchase intentions. 

(Roggeveen et al. 2012) 

 

Service Recovery Paradox, or SRP implies that customer satisfaction is greater post-

failure than pre-failure if proper recovery effort is made. In their meta-analysis, de Matos 

et al. (2007) found out that SRP effect does not result in repurchase intentions even if 

occurs for customer satisfaction, i.e. customers are more satisfied after the event, but they 

are not likely to use the services of the focal company again. Therefore, companies 

should use all their available resources to not fail in the initial interaction to provide 

services, and not trusting too heavily on their service recovery strategies. (de Matos et al. 

2007) 

 

Successful service recovery actions have positive effects on customer satisfaction, word-

of-mouth and repurchase intent. This is referred to as recovery paradox. However, this 

effect applies only on first time, single service recovery. Despite the recovery paradox, 

companies should not compensate poor service with recovery efforts. Therefore, 

companies should most importantly thrive to be successful in the first time, and if they fail, 

they should try their best to apply a successful first service recovery strategy. (Maxham & 

Netemeyer 2002) 
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2.1.2 Service recovery strategies 

 

In case of a service failure, companies should have an array of service recovery strategies 

planned (Lastner et al. 2016). Companies should also create recovery strategies for cases 

when the service failure is not their fault, e.g. when weather limitations cause a delay 

(Roggeveen et al. 2012). Recovery strategies should be aligned with the level of co-

creation, i.e. the higher level of co-creation, the more effort should be put into the service 

recovery, and the more the customer should be involved in the solution crafting. This is 

because research has shown that higher levels of co-creation result in stronger effects on 

customer satisfaction in case of service failure. (Heidenreich et al. 2015) 

 

Initial form of a recovery strategy is apologizing (Lastner et al. 2016). Offering 

compensation is another common form of a strategy, although empirical research has 

shown that compensation as a service recovery strategy is mostly effective on cases of a 

severe delay (Roggeveen et al. 2012). Frontline employees should be trained by the 

service managers on how to offer compensation in a way that shows genuine regret from 

the service provider (Lastner et al. 2016). Among other recovery strategies, co-creation is 

a more cost-effective one (Roggeveen et al. 2012). 

 

Even though service recovery strategies often do not result in repurchase, companies 

should still aim to provide them on a high level of performance, as the customer might 

move up the loyalty hierarchy due to the delight of successful recovery (Andreassen 

2001). This might result in a higher change of repurchase (de Matos et al. 2007). The 

importance of service recovery strategies is also implied in avoiding negative word-of-

mouth. Negative word-of-mouth from unsatisfactory recoveries can result in losing both 

potential new customers and existing customers, whereas positive word-of-mouth often 

affects only the potential customers. (de Matos et al. 2007) 

 

Companies should realize the importance of involving customers in service recovery if 

they wish to create a long-lasting relationship with the customer. If the service failure was 

customer-caused, there are more benefits from recovery co-creation. (Dong et al. 2008) 

Nevertheless, co-creation of service recovery must be planned carefully, so that the 

customer does not get the impression that they are being exploited by the service provider 

to do their work (Roggeveen 2012). 
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There is a need for studying the roles of service providers and buyers in the context of 

service recovery. The research gap especially includes the ways to engage customers in 

service recovery, and the effects customer participation in service recovery have in 

indented future interactions. (Dong et al. 2008) By co-creating the service recovery with 

the customer, there is a better chance of restoring equity in the relationship, that was 

damaged in the service failure (Roggeveen et al. 2012). Having the customer involved in 

the service recovery results in the customer feeling pride, which has a positive effect on 

customer satisfaction (Lastner et al. 2016). 

 

Companies cannot afford to fail twice, i.e. the first attempt to service recovery must be 

successful, or the effects of the relationship are most like terminal (Michel et al. 2009). 

Therefore, it should be noted, that in addition to skilled buyers being part of value co-

creation, they can also be part of service recovery. They can provide their skills in crafting 

the solution. Customers participating in service recovery may result in a higher change of 

future value co-creation, which may help solve the boundaries of service paradox. (Dong 

et al. 2008) 

 

Front-line employees should be trained to co-create service recoveries. They should be 

aware what are the boundaries regarding what customers demand and what can be 

offered. The boundaries should be set in advance, and they could be based on e.g. 

customer profitability. It should also be noted that in more severe cases it is effective to 

include customer in the recovery process. (Roggeveen et al. 2012) 

 

It is not a viable strategy to seek for higher customer satisfaction with outstanding service 

recovery efforts that follow poor service. Outstanding service recovery strategies are 

resource-dependent and difficult to manage. Recovery strategy planning is recommended, 

but it should it be noted that in order to create customer delight, service recovery should 

be unique instead of a “quick-fix”. Service recovery strategic focus should be passive and 

active simultaneously, which makes it difficult to manage. Passive focus means that the 

company culture should not be supporting employees to seek out opportunities for service 

recovery, but active focus means that the efforts should be encouraged to implement 

immediately in service failure. (Michel & Meuter 2008) 
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Strategy Notes 

Apologizing Initial form of service recovery 

Compensation 
Common, but not viable in all cases, front-
line employees should be trained  

Co-creating service recovery 

Cost-effective, requires knowledge and 
talent to be successful, effective in severe 
cases and when service failure is 
customer-caused 

Outstanding service recovery after poor 
initial service delivery 

Risky, difficult to manage, it is better to aim 
for great service in the first place 

Table 2: Summary on service recovery strategies 

 

The service recovery strategies discussed in this chapter are summarized in the table 

above (Table 2). Apologizing is often the initial form of service recovery, aiming to regain 

customer loyalty and satisfaction (Lastner et al. 2016). Offering compensation is another 

commonly used service recovery action, although it should be noted that it is not viable in 

all cases, and that the front-line employees should be trained sufficiently to offer 

compensation in the right manner in appropriate cases (Roggeveen et al. 2012; Lastner et 

al. 2016). 

 

Co-creating service recovery with the customer can be cost-effective (Roggeveen et al. 

2012), and it is especially viable in cases when service failure was caused mainly by the 

customer (Dong et al. 2008). Furthermore, service recovery co-creation is effective in 

severe cases. Nevertheless, it should be noted that the co-creation requires knowledge 

and talent from the front-line employees to be successful. (Roggeveen et al. 2012) 

 

Some companies might rely on the service recovery paradox by aiming to offer poor initial 

service in order to have outstanding service recovery efforts, which might result in good 

customer satisfaction. Nevertheless, this is not a viable strategy, as it is risky and difficult 

to manage (Michel & Meuter 2008). Moreover, there are controversial views on the 

existence of the paradox. The paradox implies that customer satisfaction after service 

recovery is higher compared to customer satisfaction after initially successful service 

delivery. (de Matos et al. 2007; Michel & Meuter 2008) 
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2.1.3 Previous studies on service recovery 

 

The table below (Table 3) presents previous studies on service recovery. It should be 

noted, that the table does not present all the studies on the subject – rather the most 

essential ones have been picked. The number of studies on the subject is greater in the 

context of consumer markets than in business markets.  

 

The selection of studies presented here is made on the basis of how notable their findings 

are on the subject, and moreover how much their findings can contribute to this research. 

Service recovery have been studied quite widely in B2C context, however the findings 

from B2B are relatively limited. Moreover, research on service recovery strategies purely 

from the viewpoint of S-D logic is limited. 
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Author(s) Year Purpose Key Findings Context 

Lastner, Folse, 
Mangus & Fennell 

2016 Studying the role of 
positive emotions in 
service recovery 

Gratitude and 
pride can be 
triggered by 
service recovery 

B2C 

Heidenreich, 
Wittkowski, 
Handrich & Falk 

2015 Studying the effects of 
customer co-creation in 
service recovery in 
cases of co-created 
services 

Service recovery 
strategies should 
be aligned with the 
level of co-creation 
during service 
delivery 

B2C 

Xu, Tronvoll & 
Edvardsson 

2014 Studying resource 
integration in service 
recovery 

Balanced resource 
integration is 
needed in co-
created service 
recovery 

B2C 

Roggeveen, Tsiros 
& Grewal 

2012 Identifying situations 
when service recovery 
co-creation is and is 
not useful 

Co-creatio is 
viable in severe 
cases, not viable if 
customer 
perceives it as 
extra work 

B2C 

Michel, Bowen & 
Johnston 

2009 Studying the reasons 
of service recovery 
failures 

Perspectives on 
recovery of 
customer, process 
and employee are 
needed 

Not 
stated 

Dong, Evans & Zou 2008 Studying the effects of 
customer participation 
in co-created service 
recovery 

Co-creation 
creates several 
positive effects 
e.g. on role clarity 
and satisfaction 

B2C 

de Matos, Henrique 
& Rossi 

2007 Testing the evidence of 
Service Recovery 
Paradox for reliable 
results 

Evidence to 
support the 
paradox was 
found regarding 
satisfaction 

B2B, 
B2C 

Table 3: Previous studies on service recovery.  
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2.2 Value co-destruction 

 

Value co-destruction has been overlooked in academic literature because of an over-

optimistic view of interactive value formation and in S-D logic (Plé & Cáceres 2010). 

Nevertheless, several researchers have pointed out the need for studying the negative 

outcomes of value co-creation, as for their reasons and outcomes (see for example Prior 

and Marcos-Cuevas (2016), Echeverri and Skålén (2011), and Plé and Cáceres (2010)). 

 

Interactive value formation consists of value co-creation and value co-destruction. When a 

provider and a customer collaboratively create value, is referred to as value co-creation. 

Whereas value co-destruction occurs when the actors jointly destruct or diminish value. 

(Echeverri & Skålén 2011) Plé and Cáceres (2010) have noted that the concept of value 

co-destruction is in the need of definition, as it has not been addressed enough in the 

literature. They suggest that the concept can be defined “as an interactional process 

between service systems that results in a decline in at least one of the systems’ well-

being”. Service system refers to an actor in the process, such as the customer or the 

provider. (Plé and Cáceres 2010)  

 

A definition to fit better B2B context has also been introduced. Value co-destruction is “a 

relationship process between focal actors and their networks that results in a decline in at 

least one of the focal actors and / or their networks’ well-being”. In this definition actor can 

refer to an organization or to an individual, and the process can be direct or indirect (i.e. 

integrating and applying resources) interaction. (Lefebvre & Plé n.d.) This definition is the 

preferred one in this research, as it is suitable for the context. 

 

Vafeas et al. (2016) prefer the term “value diminution” to value co-destruction. In their 

opinion value co-destruction is an inadequate term, as it implies irreparable loss, whereas 

value diminution acknowledges that value can be distributed unevenly or it can be 

diminished. (Vafeas et al. 2016) Nevertheless, it has also been noted by Plé and Cáceres 

(2010) that the level of co-destruction might differ for the two actors. Value co-destruction 

does not merely refer to the opposite of value co-creation, as both value co-creation and 

value co-destruction can coexist in the same interaction. Indeed, the perception of the 

interaction may vary between the actors. (Prior & Marcos-Cuevas 2016) 

 

Value diminution also suggests that some improvement may be generated in the actors’ 

well-being, even is the interaction is not optimal. Vafeas et al. (2016) also criticize the use 
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of the prefix “co”, as it might be misleading to imply both actors to be jointly destroying the 

value, if only the other actor is misusing resources. Their definition for value diminution is 

“as the perceived suboptimal value realization that occurs as a consequence of resource 

deficiencies in, or resource misuse by, one or more interacting actors. Any or all of the 

actors may, to a greater or lesser extent, be victims of value diminution.” (Vafeas et al. 

2016) 

 

Value co-destruction should not be confused with value destruction, which has its origins 

in the exchange view. Value destruction focuses on service failure and product harm, as 

value co-destruction considers the interaction between the actors, i.e.  “value co-

destruction is interactional and value destruction is unilateral”. (Prior & Marcos-Cuevas 

2016) 

 

2.2.1 Antecedents of value co-destruction 

 

In an empirical research on B2C markets by Smith (2013), the companies’ failure to fulfil 

either their value proposition or resource offer triggered a value co-destruction process. 

The author mentions that there needs to be a balance between the customer expectations 

and resource needs, and the capabilities of the company. Although, it is important to note 

that each actor has a crucial role in a value co-destruction process (Prior & Marcos-

Cuevas 2016). Operant resources, such as knowledge and skills, are the most important 

resources in value co-creation process. Nevertheless, the same resources can also a 

detrimental impact on value. (Echeverri & Skålén 2011; Plé & Cáceres 2010) 

 

The antecedents of value co-destruction can be caused by customer or provider, or they 

can be jointly caused (Vafeas et al. 2016). Resource deficiencies and/or resource misuse 

can explain the cause of value co-destruction. Moreover, five specific resources have 

been identified, which are: 

 

• Communication 

• Human capital 

• Coordination 

• Trust 

• Power/dependence  
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These resources cause the antecedents of value co-destruction, which can be client-

situated, joint-situated or agency-situated. (Vafeas et al. 2016) The antecedents are 

illustrated in Figure 4. 

 

 

Figure 4: Antecedents of value co-destruction (modified from Vafeas et al., 2016). 

 

Companies should assess value co-destruction before applying a S-D logic based 

strategy (Plé & Cáceres 2010). Value co-creation is only possible when each actor’s goals 

and priorities are aligned (Prior & Marcos-Cuevas 2016). Managers should be able to 

empathize with the customers. Customers may experience negative outcomes even if 

they are involved in the value creation process. They also might not understand the 

received value. (Prior & Marcos-Cuevas 2016) 

 

In order to avoid detrimental value, it is crucial to have aligned expectations of the 

interaction between the actors. Communication between the companies is important, and 

the service providers should be precise about how the customers are expected to 

integrate and apply the resources in order to co-create value. Detailed brochures and 

websites can be used to inform the customers about the nature and content of such 

interaction, although they are not enough, as the customers need to feel that they are a 
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mutual partner in the interaction, instead of being imposed by the provider into a specific 

behavior. (Plé & Cáceres 2010) 

 

Moreover, the actors need to be prepared for a misuse of resources, i.e. recovery 

strategies are needed. Frontline employees should be trained to identify such misuse, and 

to be able to align the provider’s and customer’s expectations. In some cases, the 

expectations might be impossible to align, and in such a case the frontline employees 

should be trained to be able to offer an appropriate solution. Technology can also be used 

to identify resource misuse and to recover from it. Nevertheless, technology solutions also 

require a reactive, or even a pro-active attitude, as value co-destruction might be a result 

of for instance a customer posting complaints on social media.  (Plé & Cáceres 2010) 

 

2.2.2 Value co-destruction process 

 

Processes and resources are in the center of co-creating value according to S-D logic. 

Therefore, these two concepts are also in the center of co-destroying value. Value co-

destruction can result of either of them or of a combination of them, misuse or 

misalignment. This means that one focal actor fails to align their processes or to use the 

resources in a way that is appropriate or expected by the other actors. The misuse and 

misalignment can be intentional or accidental. (Lefebvre & Plé n.d.) 

 

Customer can “trigger a value co-destruction process for both parties by misusing the 

firm’s value proposition” (Plé & Cáceres 2010). From the customer’s point of view, failure 

of the resource integration process to co-create value triggers the value co-destruction 

process (Smith 2013). The effects of value co-destruction can be different for the 

opponent actors. The other can experience value co-creation while the other experiences 

detrimental value. (Plé & Cáceres 2010) 

 

Value co-destruction occurs when one of the actors fails to integrate and apply the 

available resources of at least one of the service systems in an expected manner. The 

misuse of resources can be accidental, which may be a result of deviations in the 

expectations of the actors. The misuse can also be intentional, where one of the actors 

seeks to take advantage of the actor’s resources for its own increased well-being. The 

result is then a deliberate value imbalance, where the other actor experiences increased 

value and the other detrimental value. (Plé & Cáceres 2010) 
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Figure 5: Value co-destruction process (Plé & Cáceres 2010). 

 

The picture above (Figure 5) visualizes the process of value co-destruction. Service 

systems refer to the actors of the relationship. Their interaction may result in value co-

destruction, which may happen at either actor’s, or on both actor’s level. The reason for 

the value co-destruction is due to either or both actors misusing their own or the other 

actor’s resources. 

 

2.2.3 Value co-destruction forms 

 

Actor perceptions influence how value co-destruction is perceived. The two forms of actor 

perceptions are goal prevention leading to actor disappointment, and net deficit resulting 

in actor anxiety. Goal prevention means that an actor is not able to meet its goals in the 

interaction, mostly because of misalignment or absence of resources. Net deficit refers to 

the difference between an actor’s perceived benefits and costs from the interaction, where 

the excessive costs can be psychological, emotional and other costs. (Prior & Marcos-

Cuevas 2016) 
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The antecedents of value co-destruction can be client-situated, joint-situated or agency-

situated. These three types of antecedents can cause three types of diminished value, 

which are presented in the figure below (Figure 6). 

 

 

Figure 6: Forms of value co-destruction (modified from Vafeas et al., 2016). 

 

Value co-creation 

 

One of the underlying arguments of S-D logic is that the provider can only offer value 

propositions, and that the customer is always needed to co-create the value (Vargo & 

Lusch 2004). The concept of value co-creation was therefore introduced to find innovative 

ways of creating customer value, instead of the traditional company-centric value creation 

(Prahalad & Ramaswamy 2004). Indeed, there has been a shift in the perceived value 

research on business-to-business markets from transactional visions to relational visions. 

This shift has integrated the concept of co-creating value. (Mencarelli & Riviere 2015) 

 

Prahalad and Ramaswamy (2004) state that the need of co-creating value with the 

customer is crucial due to a fundamental change in the marketplace, as it “begins to 

resemble a forum organized around individuals and their co-creation experiences rather 

than around passive pockets of demand for the firm’s offerings”. Value co-creation 

involves the customer into the value creation, thereby making interaction between the 

customer and the provider crucial. Therefore, the quality of the interaction between the 

actors determines more the success rather than the quality of the focal product. Unique 

customer value is created in the co-creation experience rather than in the offering. 

(Prahalad & Ramaswamy 2004) 

 

Client-situated 
antecedents

Sub-optimal output, 
Potential 

underperformance 

Joint-situated 
antecedents

Extended process, 
Additional monetary costs

Agency-situated 
antecedents

Dissatisfaction with the 
interaction of either or both 

actors
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One of the main arguments of S-D logic is that the customer always co-creates the value 

with the provider (Greer et al. 2016; Grönroos 2012). Nevertheless, it should be noted that 

value co-creation does not mean transferring or outsourcing business activities or 

processes to the customer. Furthermore, it does not refer to marginally customizing 

products or services. (Prahalad & Ramaswamy 2004) 

 

Value co-creation, as the name of the concept implies, creates value for both parties, i.e. 

the customer and the provider. The company, along with the rest of its supply chain 

network, gain insights into customer needs and wants. The company is therefore able to 

generate ideas and innovate ways to designing and manufacturing their offerings. 

(Prahalad & Ramaswamy 2004) 

 

In consumer markets, the control of value creation is in the hands of the provider, and the 

customer is part of the process only if invited to do so. In business markets on the other 

hand, customer’s participation in co-development is expected, and the customer has more 

power as it is the ultimate arbiter of the final creative output. Furthermore, in business 

markets, the entire service experience is evaluated, and therefore value can be created 

already before the final exchange. (Vafeas et al. 2016) 

 

There is also criticism against the term. Grönroos (2012) points out, that the term accents 

that the value must be specially created, even though in many situations the value 

emerges on its own. The author clarifies there being a difference between value creation 

and value emergence. 

 

2.2.4 Previous studies on value co-destruction 

 

Previous research on value co-destruction is presented in the table below (Table 4). The 

first issue to be noticed, is that the amount of studies on the subject is quite limited. 

Furthermore, most of the studies have been conducted on the consumer markets. The 

first conceptual study on service co-destruction was published in 2010, which means that 

the area of study is relatively new, which also explains the limited amount of previous 

studies. Nevertheless, even this limited amount of studies has been able to conceptualize 

the subject to some extent, to identify its antecedents and to describe the process of value 

co-destruction. 
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Author(s) Year Purpose 
Research 
method, unit of 
analysis 

Key Findings Context 

Prior & 
Marcos-
Cuevas 

2016 Studying how value 
co-destruction 
manifests and what 
is the role of actor 
subjectivity, what is 
the role of actor 
engagement 
behaviors 

Inductive, 
qualitative 
approach within 
the UK 
aerospace 
industry; 
exchange 
episode unit of 
analysis 

Goal prevention and/or 
net deficits are the forms 
of actor perceptions of 
value co-destruction, 
value co-creation and co-
destruction can coexist, 
nine major types of actor 
engagement behaviors 
identified 

B2B 

Vafeas, 
Hughes & 
Hilton 

2016 Identifying the 
antecedents of 
diminished value 

Exploratory, 
qualitative 
approach; dyadic 
study of 
relationships 
between clients 
and creative 
agencies 

A model of five higher-
order antecedents of 
value co-destruction is 
proposed. Authors prefer 
the term "value 
diminution" 

B2B 

Robertson, 
Polonsky & 
McQuilken 

2014 Studying where, 
how and to what 
extent value co-
destruction could 
occur in online self-
diagnosis 

Review of the 
service science, 
information 
systems and 
health care 
literature 

Online self-diagnosis has 
strong potential for value 
co-destruction resulting 
of deficiencies of 
resources or of either 
actor misusing resources 

B2C 

Smith 2013 Conservation of 
resources 
theoretical approach 
adopted in value co-
destruction process 

Critical incidents 
approach, unit of 
analysis 
extended service 
encounter from 
customers' 
viewpoint 

From customers' 
viewpoint, value co-
destruction process is 
triggered by a failure of 
the resource integration; 
customers' coping 
stragies result 
detrimental well-being for 
the provider 

B2C 

Worthington 
& Durkin 

2012 Exploring value co-
destruction between 
service 
organizations and 
consumers 

Case studies 
from personal 
retail banking, 
dyadic 
relationships 
between banker 
and customer 

Clear evidence of value 
co-destruction was found. 
Irresponsible borrowing 
and lending were the 
causes. Further 
conceptualization 
needed. 

B2C 

Echeverri & 
Skålén 

2011 Studying negative 
outcomes of 
interactive value 
formation at the 
provider-customer 
interface 

Empirical study 
on public 
transport; 
exploratory 
single-case 
study, 
interactions 
between 
bus/tram drivers 
and travelers 

Five interaction value 
practices identified, 
interactive value 
formation theorized, how 
actors assess value 

B2C 

Plé & 
Cáceres 

2010 Exploring the 
theoretical 
possibility of actual 
value co-destruction 

Conceptual and 
exploratory 

Formal definition for 
value co-destruction 
proposed and the 
process described 

Unstated 

Table 4: Previous research on value co-destruction.  
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2.3 B2B relationships 

 

Industrial markets are quite different to consumer markets in terms of market behavior 

(Hollensen 2015, 132), nevertheless there has been many attempts to simply transfer the 

knowledge on consumer markets to apply on B2B markets as well. However, the 

difference has been recognized between these markets, which has led to the growing 

research on how B2B relationships and networks operate (Turnbull 1999). 

 

Business markets are characterized by more complex buying processes compared to 

consumer markets (Brown et al. 2007). Businesses aim to build long-lasting relationships 

with strategically chosen partners (Hutt & Speh 2013, 43), and interaction, reciprocity and 

trust are expected from business partners (Turnbull 1999). Value is perceived in a 

complex manner in business markets, as it consists of several aspects (Fiol Callarisa et 

al. 2011). These issues must be reflected on the concepts of value co-destruction and 

service recovery. 

 

Industrial buying is more complex than consumer buying, as the purchasing situation and 

the products and services are more complex (Brown et al. 2007). Moreover, 

organizational buying is based on strategic priorities, which stresses the role of 

procurement and the employees in charge of making the buying decisions (Hutt & Speh 

2013, 41-43). Buyers are professional (Turnbull 1999), and they have plenty of information 

on the goods and services they are procuring (Hutt & Speh 2013, 41-43). The risks of 

organizational buying are higher than in consumer markets due the bigger economical 

investments (Brown et al. 2007). 

 

In industrial markets, the buyer also has an active role, whereas in the consumer markets 

the buyer is often seen as a passive actor (Turnbull 1999). Companies aim to build long-

lasting, close relationships with carefully chosen partners (Hutt & Speh 2013, 43), and 

those relationships are characterized by interaction, reciprocity and trust (Turnbull 1999). 

 

Organizational buying is a process instead of and isolated act, (Hutt & Speh 2013, 50) and 

it consist of stages which occur over longer period of time (Hollensen 2015, 132). 

Moreover, organizational buying is influenced by internal and external factors (Turnbull 

1999). In industrial markets demand is derived, which means that the demand of another 

product influences the demand of the nominal product (Hollensen 2015, 131). Companies 

marketing their goods and services in industrial markets must be sensitive to 
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organizational influences in order to identify the buying influentials and to map the 

procurement process in addition to the buying criteria (Hutt & Speh 2013, 48, 50). 

 

In organizational buying decisions, multiple buying influences and group forces are critical. 

Complex set of minor decisions influence the buying process, and several individuals are 

part of the process. (Hutt & Speh 2013, 50) Each individual has a different functional 

responsibility (Hollensen 2015, 132). Organizational buying process is normally conducted 

by buying centers or decision-making units (Turnbull 1999), which mean a group of 

individuals participating in the buying decision. The composition of such a buying center 

often evolves during the procurement process, and each individual has a different role. 

Typical roles of a buying center are users, gatekeepers, influencers, deciders and buyers. 

(Hutt & Speh 2013, 50, 52-53) The amount of people involved in the buying process 

increases the complexity of organizational buying (Brown et al. 2007). 

 

Companies still consist of individuals (Callarisa Fiol 2011), and individuals manage the 

interactions in B2B relationships (Turnbull 1999). Therefore, human and personal 

characters affect company buying behavior (Callarisa Fiol 2011). Individual perceptions 

influence the buying situation, which should be considered especially by the providing 

actor (Hutt & Speh 2013, 54; Hollensen 2015, 145). B2B relationships are important, as 

no company can exist in isolation. Industrial networks and their management is therefore 

crucial. (Turnbull 1999) 

 

The basis of S-D logic is how resources are viewed. Instead of seeing resources as static 

or fixed, they are viewed as dynamic and intangible. Moreover, something becomes a 

resource only after a function has been found for it – a resource with no meaning or 

purpose is not an actual resource. (Vargo & Lusch 2004) Resources can be divided into 

operand and operant. (Constantin & Lusch 1994) Operant resources are intangible and 

dynamic, and they produce effects on the operand resources which are limited and static. 

Competences and processes are operant resources. S-D logic therefore puts the operant 

resources in the centric position, as “they are producers of effects”. (Vargo & Lusch 2004) 

 

In S-D logic competitive advantage is gained by continuously developing operant 

resources in order to offer better value propositions than competitors. Identifying and/or 

developing core competences is crucial for competitive advantage, and furthermore 

identifying customers with potential to benefit from that core competence is important. 

Getting customers involved in co-creation of value proposition will generate customized 
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propositions with more competitive advantage. Marketplace will offer instant feedback in 

the form of financial performance. That feedback should be used to improve the 

company’s offering and performance. (Vargo & Lusch 2004)  

 

Viewing the marketplace from S-D logic viewpoint can offer new business opportunities, 

as tangible goods are only used in means of creating value to the customer. Instead of 

providing fixed outputs, companies offer solutions and continuous service flows, where the 

customer defines the value. (Vargo & Lusch 2004) S-D logic does not apply merely to 

service businesses – instead it “argues that all businesses are service businesses”. 

(Greer et al. 2016) 

 

S-D logic puts marketing actives in the center of the business. Companies need to stay 

responsive to market trends, and that can only be achieved by using marketing processes 

in aligning the other business units accordingly. For instance, if manufacturing processes 

are in the center of a company’s business, it loses its market responsiveness. Therefore, 

companies which core competence is marketing, might often be the most successful. 

(Vargo & Lusch 2004) 

 

S-D logic is based on interaction between the customer and the provider. Furthermore, it 

argues that all stakeholders are working together to create value by integrating resources. 

(Greer et al. 2016) It has been argued, that S-D logic is limited in explaining the negative 

exchange outcomes (Prior & Marcos-Cuevas 2016). 

 

2.3.1 Service recovery in B2B 

 

Outcomes of service failure are more interactive and dynamic in business markets than in 

consumer markets (Zhu & Zolkiewski 2015). As companies operate in networks (Turnbull 

1999), service failure in one part of the network can cause a domino-effect in other parts 

of the network. For instance, if a service failure in procuring new machinery occurs, it 

might have detrimental effects on the focal company’s customers as well. (Zhu & 

Zolkiewski 2015) 

 

In business markets demand is derived (Hollensen 2015, 131), which means that the 

domino-effect in business markets can also affect the consumer markets. In business 

markets, companies must have a network perspective. Considering service recovery, this 
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means that providers cannot merely take into account their customer – they should also 

consider the effects on the entire network. (Zhu & Zolkiewski 2015) 

 

B2B buying process normally involves numerous people, which makes the process more 

complex (Brown et al. 2007). The complexity may also cause issues in case of a service 

failure. It might be unclear which party is the root cause of the problem which results in a 

“perception gap”. Therefore, it is crucial for the provider to manage service recovery in a 

way that can identify the actual cause of problems without directly accusing the customer 

– even if the problem is indeed caused by the customer. (Zhu & Zolkiewski 2015) 

 

In cases when the service failure was caused by the customer, co-creating the service 

recovery is a good strategy (Dong et al. 2008). Moreover, allocating responsibility 

between the customer and the provider is important for a successful service recovery, as 

well as collaborating and communicating with each other (Zhu & Zolkiewski 2015). 

Interaction, reciprocity and trust are needed in creating long-lasting B2B relationships 

(Turnbull 1999). 

 

Moreover, research has shown, that higher level of value co-creation generates more 

expectations for the customer, which in turn might cause greater dissatisfaction in case of 

a service failure. Therefore, companies offering highly co-created services should pay 

special attention to service recovery strategies. (Heidenreich et al. 2015) In industrial 

markets in general it is typical for the buyer to be actively part of the process (Turnbull 

1999). 

 

2.3.2 Value co-destruction in B2B 

 

As economical investments are bigger in business markets than in consumer markets 

(Brown et al. 2007), some forms of value co-destruction may have greater affect. For 

instance, additional monetary costs (Vafeas et al. 2016) affect the actors more when the 

initial investments are bigger. Even though monetary investments pay a greater role in 

business markets, it should be noted that companies consist of individuals (Callarisa Fiol 

2011), and therefore the softer aspects of value co-destruction should be taken into 

attention as well. Moreover, it is important to clarify how value is perceived in business 

markets. 
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Perceived value has often been studied in academia as parallel in business-to-consumer 

and business-to-business markets, but this has limited the research on how perceived 

value is different in these two market places (Mencarelli & Riviere 2015). In simple terms, 

perceived value consists of the relation between the customer realized benefits and the 

direct and indirect costs incurring in finding, acquiring and using the product or service. 

Benefits include for instance product and service features and technological values. The 

costs can be divided into two categories: direct costs of acquisition and indirect or internal 

costs including for example installation, maintenance and training. (Hollensen 2015, 44-

45) 

 

Due to the characteristics of business-to-business buying behavior, economic and 

functional considerations have traditionally been in the center of perceived value, whereas 

in business-to-consumer markets there are other considerations, such as emotional 

aspects. Although, it has been argued that these aspects should also be integrated into 

perceived value in business markets. (Mencarelli & Riviere 2015) Value co-destruction 

can manifest in form of net deficits, which refers to a perceived difference between 

benefits and costs of an interaction. It should be noted, that the costs can indeed refer to 

monetary costs or to emotional and psychological costs. (Prior & Marcos-Cuevas 2016)  

 

In industrial markets, the perceived value is often measured in return on investment, or in 

the performance improvements and cost reductions derived from the new equipment 

(Hollensen 2015, 44-45). Utilitarian sources of value have traditionally been analyzed in 

the context of business-to-business markets (Mencarelli & Riviere 2015). Nevertheless, 

perceived value in industrial relationships is more complex as it consists of three 

elements: functional, emotional and social. The individual decision-maker, or individuals, 

make the relevant valuation. This aspect makes the observation of perceived value 

challenging, as the assessment is in the end perceptive. (Fiol Callarisa et al. 2011) 

 

These elements have been derived mostly from studies on the B2C market, but they have 

been applied to industrial markets as well. The functional dimension is the ratio between 

perceived quality and components of monetary and non-monetary aspects, such as price 

and time. The emotional dimension consists of three factors: experience, personalized 

treatment and interpersonal relationships. Thus, this element consists of the feelings and 

emotions the buyer experiences derived from the product or service or during the buying 

process. The social dimension consists of factors such as how the public image of the 

customer company is affected by the acquisition. (Fiol Callarisa et al. 2011) 
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In order to customer receiving real perceived value, the customer should get more than it 

gives, i.e. the benefits should exceed the costs (Hollensen 2015, 44-45). In both markets 

cost-benefit trade-off has been generally accepted as a definition of value, however in 

business-to-business markets more focus is on relational visions instead of transactional 

visions (Mencarelli & Riviere 2015). A multidimensional scale is needed for researching 

how value is created in interorganizational relationships (Fiol Callarisa et al. 2011). 

 

Value can be discussed as value-in-exchange and value-in-use. Value-in-exchange is 

particularly relevant in G-D logic, where it is argued that customer receives the value 

through exchange of money for a service, thus using-up or destroying the value. In this 

view, the value is embedded in the output. Whereas in value-in-use, customer is a co-

creator of value, and the customer utilizes provider’s output in this value creation process. 

The provider’s outputs also include intangible resources. (Greer et al. 2016) Figure 7 

illustrates perceived value in B2B context. 

 

 

Figure 7: Perceived value in B2B context (modified from Hollensen 2015, 44; Fiol 

Callarisa et al. 2011). 
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3 RESEARCH DESIGN AND METHODS 

 

Research design refers to the logic of what kind of data should be collected to answer to 

the initial research questions, and moreover what type of conclusions should be drawn 

from the data (Yin 2003, 19). Furthermore, research design refers to selecting the most 

suitable methods of obtaining empirical data needed to answer to the theoretical 

questions (Lee 2008, 182). For this research, case study method was selected with 

qualitative approach. Case study method is valuable in investigating “contemporary 

phenomenon within its real-life context” (Yin 2003, 13). 

 

Qualitative approach is suitable for answering “why” and “how” types of questions (Guest 

et al. 2013, p. 1), which makes it suitable for this research. Moreover, qualitative research 

methods emphasize understanding and interpretation of certain phenomena in their 

natural settings, and provide a subjective, internal view to the data. Whereas quantitative 

research methods emphasize testing and verification (Ghauri & Gronhaug 2010, 105), 

therefore not being suitable for this research. 

 

3.1 Data collection methods 

 

Qualitative data is suitable when the research goals demand in-depth insight into a 

phenomenon within its natural settings (Ghauri & Gronhaug 2010, 105-107). Collecting 

high-quality data is crucial for generating trustworthy conclusions (Lee 2008, 229). The 

framework of the research is illustrated in Figure 8. 

 

 

Figure 8: Framework for the research. 
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The research design of the study is multiple-case study. A multiple-case study design is 

appropriate when the investigated cases are not critical, rare or revelatory, whereas a 

single-case study is appropriate when a critical case is used to test an established theory 

(Ghauri & Gronhaug 2010, 114-115). A multiple case-study can offer more robust findings, 

whereas a single-case study can be used to determine if the theory should be modified for 

further research (Yin 2003, 40, 46-47). 

 

Considering this research, a multiple-case study can provide in-depth understanding of 

several settings. Whenever possible, multiple cases are preferred over a single case, as 

they can provide substantial analytical benefits (Yin 2003, 53). Nevertheless, the cases 

are limited in terms of variety, as they all include the same actor, i.e. the provider. The 

empirical data can be used to reflect on the existing theory. Moreover, the key theories 

and concepts of this research are novel, and therefore in need of real-life testing, which 

can be provided with a multiple-case study. 

 

There are three cases in the research. Fundamentally case study is a detailed analysis of 

a case or several cases, where a single case can be defined in numerous ways 

depending on the research context – most commonly a single social setting is the 

definition of a case (Lee 2008, 200). In this study, the exchange episodes between the 

provider and its customers are the individual cases. Several similar studies on the same 

topics have also used exchange episodes as their primary unit of analyses (e.g. Prior & 

Marcos-Cuevas, 2016; Echeverri & Skålén, 2011; Heidenreich et al., 2015), which 

supported the choice of units of analyses regarding this research. 

 

A systematic and well-defined sampling plan is needed for a valid qualitative research, 

and moreover the purpose of sampling is to sample cases which are relevant to the 

research questions (Lee 2008, 213-214). For this research, the first step of sampling was 

to find a company that would represent the characteristics of B2B relationships, and could 

therefore provide cases for data collection. Selecting the individual cases was the second 

step of the sampling. The cases in question were exchange episodes, which needed to be 

suitable for the data collection, i.e. the exchange episodes needed to include some type of 

negative incidents. 

 

The data was collected by interviewing company representatives. Each company was 

represented by one person, i.e. two people were interviewed for each case. Interviewing is 
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a viable method of collecting qualitative data, as it is flexible regarding content and time, 

and it can be tailored to meet the requirements of the research questions (Lee 2008, 217). 

For this research, the interview questions were tailored to provide data specifically for the 

research questions. As the key concepts of the research are quite novel, they are also 

vague to some extent. Therefore, the questions were modified to provide specific data on 

the subjects. The interview questions can be found in Appendices 1 and 2. 

 

The interviews were semi-structured. In cases when a literature review forms a theoretical 

background of the topic, semi-structured interviews are preferred over unstructured 

interviews (Lee 2008, 218). The advantage of in-depth interviews is that it allows the 

respondent to answer freely instead of a constrained set of answers, therefore generating 

richer data (Ghauri & Gronhaug 2010, 126). 

 

The provider’s representative was interviewed via Skype due to long-distance, and the 

questions were sent to the respondent prior to the interviews. The customer 

representatives were interviewed via email and by telephone. Initially the questions were 

emailed to the respondents and they were allowed to answer in a free format. After the 

initial responses were received, follow-up questions were asked either via email or by 

telephone, depending on the preferences of each respondent. 

 

Interviews conducted electronically provide advantages as well as problems. Email 

interviews allow the respondent to reflect on the questions and answers, thus making it 

easier to provide considered responses. On the other hand, it makes exploring 

respondent’s answers difficult. (Saunders et al. 2009, 348-351) To getting better quality 

data, another method of interviewing would have been preferred, but email interviewing 

was the only option because of the preferences by the respondents. 

 

The interviews conducted by Skype and telephone were first transcribed. Once all the 

data was in text format, it was categorized and coded. Deductive approach was used in 

the data analysis. Deductive approach means using existing theory to outline the research 

process and data analysis, opposing to inductive approach which aims to generate 

theories based on the data (Saunders et al. 2009, 489).  

 

 

 



 
  42     

3.2 Case description 

 

Theoretical reasoning should be the background of case selection, as the empirical 

findings must be able to generate answers to the initial research questions (Lee 2008, 

201). The case companies for this research were chosen in terms of how well they 

represent the characteristics of business markets and more specifically of B2B 

relationships. Such characteristics represented in this case are for instance complex 

products, long-term view on customer-provider relationships and large investments of 

time, money and knowledge. 

 

The case companies are presented anonymously according to the company 

representatives’ wishes, as some delicate information may be presented in the findings. 

Anonymity is often required to overcome organizational concerns and to gain access to 

sensitive data (Saunders et al. 2009, 179-180). Thus, the case company and the 

customers are presented here merely to the extend where they cannot be identified. 

 

Provider 

 

The main business of the company is importing industrial equipment and machinery. Their 

customer are mainly Finnish technology industry companies. The offerings are normally 

characterized by complexity and high initial investment, and often the product will have a 

crucial role in the customer’s production. The products are regularly custom-made to fit 

the specific requirements of each customer. The case company offers installation and 

maintenance services as well, and sells spare parts for their products. 

 

Customer A 

 

Customer A is a Finnish subcontracting machine workshop offering full-service machining 

for industrial companies. The company creates added value for their customer for 

instance with storage services, installation, surface finishing and heat treating. Currently 

they employ approximately 40 people. 
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Customer B 

 

Customer B provides mainly CNC machining, in addition to maintenance and repair work 

as well as machining and thermal spraying. Their main customers are in the process and 

mining industries, but the company also has customers in other industries. The company 

is Finland-based, and currently employs approximately 30 people. 

 

Customer C 

 

The majority of Customer C’s capacity is allocated to offering subcontract machining 

mainly to Finnish forest industries. The rest of the capacity is allocated in the company’s 

own products. The company employs less than 20 people. 

 

Case descriptions 

 

Exchange episodes between the provider and the three customers are the cases in this 

context. They are shortly described in the table below (Table 5). The descriptions on the 

table represent the information that was known before the actual data collection. 

 

Case 1 Case 2 Case 3 

Delays in the delivery due 
to an incorrect component 
in the machinery 

Delivery on time, but delays 
caused in getting the 
machinery operating due to 
wrong measurements 

Delays in delivery of a 
spare part due to lack of 
information and technical 
problems 

Table 5: Description of the cases.  

 

3.3 Reliability and validity 

 

Validity refers to how well a research can capture what was initially intended to be 

measured (Ghauri & Gronhaug 2010, 78). Internal validity measures how accurate 

conclusions on causal relationships are within the research, whereas external validity 

deals with to what extent the findings can be generalized beyond the case study (Yin 

2003, 36-37). The aim of case study research is not always to generate results that can 

be applied to universally – instead the aim is to deeply understand a single setting (Lee 

2008, 201). It should be noted, that the embedded cases were suggested by the case 
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company. Therefore, there might be bias in the type of cases that were selected, and how 

well they represent the overall operations of the company. 

 

Reliability refers to how stable the results of a research are, i.e. if the same research was 

to be conducted again, would the results be the same (Ghauri & Gronhaug 2010, 79). 

Reliability aims to minimalize possible biases and errors in a research (Yin 2003, 37). 

Documentation was used in this research to ensure the reliability of the data collection. 

Nevertheless, another interviewer might collect slightly different responses from the 

interviewees, which could affect the findings and conclusions. Moreover, another 

researcher might make contradicting conclusions from the data.  
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4 FINDINGS  

 

This chapter describes the main findings from the data that was collected from the case 

study. The chapter is structured according to the research questions. First the findings 

regarding the sub-questions are presented, and lastly the main research question is 

answered. 

 

Summaries on the cases are presented below to provide background information on the 

analysis. Table 6 summarizes the data on the interviewees. Each interviewee’s role on the 

company and in the transaction is shown, in addition to the used interview methods. 

 

Case 1 – Customer A 

 

Customer procured a piece of machinery, that was to be ordered from abroad. A 

component on the machinery was to be replaced with another one according to the 

customer’s needs. The component was supposed to be added into the shipment during its 

transportation in Europe, so that it would arrive to the customer simultaneously with the 

machine and could therefore be installed immediately. For some reason, the component 

was not included in the shipment, which caused delays as it needed to be transported 

separately. Moreover, the machine arrived late due to logistic delays, which were not 

informed to the provider. 

 

 Case 2 – Customer B 

 

Customer procured a piece of machinery, which arrived on time. Nevertheless, during 

employee training, it was noticed that the machine did not meet the requirements of the 

customer regarding specific functions. The new machinery was installed to an existing 

component, and it was assumed that they would operate in a required way, which was not 

the case. A new component was needed to enable all necessary functions, which caused 

delays in getting the machinery operating. 

 

Case 3 – Customer C 

 

Customer ordered a spare part for their machine, which had been originally procured from 

the case company. Due to misinformation, the part that was first delivered did not fit the 
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machine. When finally, the correct spare part was found in the catalog, a technical error in 

the enterprise resource planning software caused a delay of several days. 

 

 Provider Customer A Customer B Customer C 

Role on the 
company 

Regional sales 
manager 

Production 
manager 

Co-
entrepreneur, 
Sales manager 

Production 
manager 

Role in the 
transaction(s) 

Account 
manager 

Influencer, 
decider 

Decider, buyer Decider 

Interview 
method 

Skype 
Email, 
telephone 

Email Email 

Table 6: Summary on the interviewees. 

 

Sub-question 1: What antecedents can be identified for value co-destruction? 

 

According to the definition of value co-destruction, either or both actors can cause 

detrimental value to either or both actors. Moreover, value co-destruction and value co-

creation can coexist in the same transaction. There were transactions in the case study 

were value co-destruction was caused by both actors, but also a transaction was merely 

the provider was the cause of detrimental value. Moreover, both detrimental and added 

value could manifest in the transactions. 

 

There seems to be conflicting perceptions among the actors on who caused the 

destruction of value. The customers clearly perceive that every problem in the value 

creation was caused by the provider, whereas the provider often has more bifocal view on 

the case. In case 2, the customer stated that the problems were caused by the sales 

person’s lack of knowledge on the products and moreover the lack of communication on 

the specific requirements of the machines and their components. 

 

In my opinion, it is the sales person’s responsibility to ensure that the old 

[component] fits to the machine that is sold. Clearly, we cannot know that. 

Surely, we as buyers should have been able to pick up certain issues from the 

technical information and been able to demand for more information… But 

certainly, the provider’s product knowledge would have resolved the problems 

beforehand. 

Customer B 
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The provider’s view on the same issue was not as straightforward. They designed more 

responsibility on the issue also to the customer by trusting on the customer’s own product 

knowledge. Moreover, the provider felt they did not have enough knowledge on the 

customer’s production and therefore on what specific requirements was on the new 

machinery. 

 

The customer had not fully familiarized with the technical features of the 

machine, and fully trusted upon the sales person’s hunch. The sales person 

on the other hand trusted upon the customer’s professional expertise, since it 

was a familiar model and the sales person did not have knowledge on the 

products the customer manufactures. 

Provider 

 

In case 1, the customer also claimed full responsibility on the incident upon the provider, 

although acknowledging the problems the provider was facing which were not caused by 

them. The provider also acknowledged that the reason for the problems was indeed 

caused by the issues in their operations, nevertheless the sales person did not have full 

control over the happenings. 

 

The fact, that the machine and the component did not meet at our facilities is a 

sum of many logistic issues. [...] In cases like this, humane oblivions are 

normally not confessed, instead the reasons are told to be something totally 

different. 

Customer A 

 

In this case the [component] requested by the customer had not been added 

into the shipment but the machine was delivered with the wrong [component]. 

In addition, the delivery of the machine was two weeks late due to cargo 

driver. This was not evident for us in the delivery time portal. 

Provider 

 

In the third case, lack of information was the main cause for the problems. The customer 

was not able to provide all the necessary information the provider needed for finding the 

suitable component for the machine. The customer did not have compassion for the 

provider – instead they treated the provider as if they were the “the one in charge”. 
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The customer was not pleased with the situation, and they for example added 

some of their management into the emails as some sort of demonstration of 

mind. […] The client’s [component] had been built incorrectly and it lacked 

completely the information for a right spare component. 

Provider 

 

The customer perceived that the provider lacked product knowledge. In their opinion, the 

sales person should have known which part was suitable for their component based on 

the information that was provided. The customer also stated, that the sales person did not 

have enough knowledge on the operations and functions of the machine. 

 

The provider’s knowledge about what is included in the spare part ID was 

weak […] The sales person was unknowing about the use of the ordered 

products. 

Customer C 

 

Third party problems were also the cause of delays in case 3. Technical problems in 

enterprise resource planning software delayed the shipment of the products from 

overseas. 

 

Table 7 summarizes the manifestation of value co-destruction in the case study. Forms 

and antecedents are shown, in addition to the causers and subjects of detrimental value. 

It should be noted, that there can be several causers of value co-destruction, and 

moreover both actors can be the subjects of detrimental value. 
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Case 
Form of value co-
destruction 

Antecedents of 
value co-destruction 

Causer(s) 
Subject(s) of 
detrimental 
value 

1 

- Delay in shipment 
- Delay in installation 
- Additional monetary 

costs for the 
provider 

- Third party logistic 
problems 

- Lack of 
information 

- Provider 
- Third 

parties 

- Both 
actors 

2 

- Delay in installation 
- Additional monetary 

costs for the 
customer 

- Miscommunication 
- Lack of 

knowledge 
- Role unclarity 

- Both 
actors 

- Both 
actors 

3 
- Delay in shipment 
- Delay in installation 

- Lack of 
information 

- Technical 
problems 

- Both 
actors 

- Third 
parties 

- Both 
actors 

Table 7: Value co-destruction in the cases. 

 

Sub-question 2: What actions actors take to recover from value co-destruction in 

B2B markets? 

 

According to the case study, neither the provider or the customers have clear strategies 

for service recovery. Nevertheless, there seems to be certain actions that are taken 

normally in case of a service failure, but the actors do not see them as strategies – 

instead they are learned behavior, which comes naturally. Such actions in the case study 

were: 

 

• Communication 

• Apologizing 

• Compensation 

 

Communication as a service recovery action involves both actors keeping updated on the 

situation. The provider informs the customer about the progress of resolving the issue, 

whereas the customer communicates their current situation and necessary information for 

assisting in the problem solving. Apologizing is the initial form of service recovery, and 

typically part of the communication. 
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The form of apology in the study was dependent on the situation – more severe cases 

required more effort on the apology. Compensation was also dependent on the situation. 

Monetary compensation was offered by the provider merely in cases where the error was 

clearly caused by them. Nevertheless, minor compensation was also offered in some 

cases, which were partly caused by the customer, as a show of goodwill. 

 

The customers dealt with the problems internally, mainly by organizing their own 

operations to manage with the issues. The customers also had to communicate the issues 

to their own customers, as they caused service failures in their own interactions. 

Customers A and C reported that their own capabilities were the main cause of a 

successful service recovery. The case study did not show evidence of co-creating service 

recovery. 

 

In case 1, the main cause for the service failure was third party logistic problems. 

Therefore, the provider appointed main effort on resolving the issues with the logistic 

partner instead of the customer. Nevertheless, they aimed to keep constant contact with 

the customer to keep them informed on the situation. Compensation was offered as a 

method of service recovery. 

 

I kept the customer constantly informed on the machine’s delivery time and its 

development. My initial reaction towards the customer was minor regarding 

the wrong [component], because I wanted to resolve the situation thoroughly 

before commenting on it. […] We investigated why the [component] had been 

inadequate and we informed the customer about further actions. 

Provider 

 

With customer B, the provider also offered some compensation, but the customer did not 

see this as a recovery action. The customer perceived that the entire problem was caused 

by the provider, and therefore they felt that the offered discount prices were an insult, as 

their view was that the provider should provide the parts without a cost. The provider also 

provided to clean up the packaging materials free of cost from the customer’s facilities as 

a form of service recovery, but the customer did not acknowledge this action as 

recovering. 
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We offered the required parts as soon as possible, and a discount. In addition, 

we dealt with the packaging materials that came with the machine. 

Provider 

 

The sales person only informed how much extra we have to pay to get the 

needed spare parts! 

Customer B 

 

With customer C, the provider acted merely in the form of apologies and communication 

to find the solution as fast as possible. As the provider perceived that the problem was not 

caused by them, they did not feel the need of further actions. The customer also 

perceived that the situation did not require any further actions, as long as the problems 

was corrected. 

 

In the case study, it was evident that the customer was often not fully aware of the actions 

the provider was taking to recover from the incident, and furthermore the customers felt 

that the provider could have done more. 

 

[The provider] was apparently trying to resolve the situation. We were not 

given any exact timetable for getting the machine operating. […] Switching the 

[components] took a long time for the mechanic. He took apart the old part for 

days even though the job is not big. […] For a handy, skilled mechanic the job 

would have only taken maybe an hour. 

Customer A 

 

The provider was finding out ways to resolve the problems. […] Surely [the 

provider] started to investigate the prices of necessary spare parts and so on, 

but I got the image that “shit happens” … 

Customer B 

 

Sub-question 3: How does the recovery process influence value perceptions and 

outcomes? 

 

The case study did not provide evidence for a positive effect on value perceptions by 

recovery process. Instead, the recovery processes could be described as “quick-fix” 

solutions in coping with the situation. The customers did not report a change of 
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perceptions due to the actions taken by the provider – instead the initial perceptions that 

were obtained in the service failure followed through. 

 

I would like to stress that if I had known about these deficiencies before 

making the decision of placing an order, the decision could have tilted more 

towards a machine from another producer! 

Customer B 

 

Regarding the outcomes of the recovery process, according to the customers their own 

capabilities were in the key role. The customers aimed to retain their operations and 

therefore their connections with their own customers, whereas the provider aimed to 

maintain a good image and a successful partnership with the customers. 

 

The goal [of the recovery process] was to maintain the image of transparency 

and professional competence. 

Provider 

 

The incidents did not affect the providers operations or create the need for developing 

strategies or action plans in case of similar cases in the future. The provider perceived 

that service recovery strategies are difficult to plan, as the cases are so variable. The 

customers reported some moderations in their actions due the cases, in order to avoid 

such incidents in the future. 

 

From now on we need to reserve more than one week for installations, which 

has worked for 15 years. From now on it will be 2 to 3 weeks. 

Customer A 

 

Regarding investments of this size, from now on we will demand the providers 

for overly detailed technical information and extremely precise price 

information about the costs of added parts either preinstalled or retrofitted, 

already in the offer phase. It requires huge amounts of extra work from both 

parties. 

Customer B 
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Main research question: How can actors of a B2B relationship recover from a value 

co-destruction event? 

 

The case study did not show evidence of specific strategies in recovering from value co-

destruction events. The actors tried to cope with the situation individually, and the goal 

was to fix the situation as soon as possible and with as less damage as possible. The 

antecedents of the value co-destruction could be caused by either actor, and in one unit of 

analysis evidence of jointly created antecedents were found. 

 

Lack of knowledge and information was a common feature in all units of analysis. The 

customers reported feelings of frustration, uncertainty and other negative emotions. The 

provider aimed to sooth those feelings with apologies, but those apologies were not 

always effective. Successful communication during the recovery process resulted in 

positive effects on the relationship between the actors, and lack of communication caused 

role uncertainty, negative emotions and other detrimental aspects. 

 

The actors seemed to have quite similar perceptions on their state of relationship before 

and after the incidents. Table 8 shows how the success of the recovery process 

influenced the state of the B2B relationship. It should be noted, that the table represents 

the authors third-party perception, and it is based on the interview material. 

 

Case State of relationship before 
Success of 
recovery 

State of 
relationship after 

1 

- Long history (approx. 12 
years) 

- Success in the past 
- Several forms of cooperation 

- Completely 
successful 
recovery 

- Merely minor 
damage 

- Unchanged or 
slightly better 

2 

- Some history 
- Successful transactions in 

the past 
- Slight differences in 

perceptions between the 
actors 

- Not successful 
- Customer still 

not fully 
operational 

- Differences of 
opinion 

- Worse 
- Differences of 

opinion 

3 

- Long history (approx. 8 
years) 

- Mostly success in the past, 
some drawbacks 

- Quite 
successful 

- Unchanged 

Table 8: The effect of service recovery on the relationships. 
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The state of the relationship between the actors before the transaction might influence the 

success of the recovery. From the provider’s viewpoint, communicating with the customer 

is easier in cases where the business relationship has already been established, as the 

actors are used to communicating with each other, and they are willing to make an effort 

to maintain their relationship. Whereas for newer relationships, the communication 

methods may not have been established, which makes resolving difficult situations more 

challenging. 

 

Figure 9 below illustrates the main empirical findings. Three sources of antecedents were 

identified: provider, customers and external actors. Moreover, more than one actor could 

be the source of detrimental value. Lack of information, miscommunication and role 

unclarity could be caused by the provider or by the customers. External actor caused 

antecedents in the case study were logistic problems and technical problems. 

 

Both actors tried to recovery from the value co-destruction, but mainly the provider took 

actions, as the customer often perceived the error was caused merely by to provider, 

which did not make them responsible in their own opinion. The customers tried to recover 

from the service failure by communicating with the other actor. The provider’s recovery 

actions were communication, apologizing and/or compensation, depending on the case. 

 

Service recoveries were completely successful, partly successful or unsuccessful. The 

success of the recoveries effected the state of the business relationships to some extent. 

Unsuccessful recovery had a detrimental effect on the relationship, whereas successful 

recovery had a slight positive effect or no effect. Partly successful recovery resulted in an 

unchanged state of the relationship. 

 

 



 
  55     

 

Figure 9: Main empirical findings.  
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5 DISCUSSION 

 

This chapter provides discussion reflecting the empirical results and the theoretical 

findings. First, theoretical implications are discussed. The subchapter describes how this 

research contributes to previous research, and what are the most significant findings from 

the viewpoint of academia. Next, managerial implications are reflected, meaning what are 

the key takeaways from this research from a practical perspective. Finally, limitations are 

explained and future research avenues suggested. 

 

5.1 Theoretical implications 

 

This research attempts to study how actors of a B2B relationship can recover from value 

co-destruction incident. The study responds to the need of studying service recovery in 

transactions where value was intended to be co-created (see Heidenreich et al., 2015). 

The research goals of this study were threefold: 1) to study the antecedents of value co-

destruction, 2) to study service recovery strategies actors of a B2B relationship apply after 

a value co-destruction incident, and 3) to investigate the effects of the service recovery 

actions. 

 

Antecedents of value co-destruction 

 

The current literature on value co-destruction identifies three possible creators for the 

antecedents of VCD, which are the client, the provider or jointly caused (see Vafeas et al., 

2016). The case study identified another cause for value co-destruction, which are third 

party or external causes. Such antecedents cannot be controlled by either of the focal 

actors, but they can nevertheless cause detrimental value to either or both parties. 

 

Inadequate communication and lack of coordination were identified as possible 

antecedents of value co-destruction in this research. Inadequate communication and lack 

of information can originate from either actor of the transaction, and often it is done 

unintentionally. The customer might hold in crucial information for instance on their 

operations, which create functional requirements. Moreover, the provider might fail on 

informing all related information. 

 

The current literature on value co-destruction and moreover its antecedents fail to mention 

the possibility of external influencers. In the case study, the interviews revealed evidence 
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of outside actors, which had been the main cause of the detrimental value. The external 

antecedents often resulted in detrimental value of both focal actors. 

 

Service recovery strategies 

 

The case study identified three specific service recovery actions the provider took. Initially, 

the provider apologized for the incident. The form of the apology was dependent on how 

severe the incident was, and moreover to what extent the provider perceived the problem 

was due to their operations. Second, the provider aimed to communicate with the 

customer to keep them updated on the situation. Nevertheless, the customers reported 

that they were not satisfied with the level of communication in all cases, as they hoped for 

better information on what the provider was doing to resolve the situation. 

 

Thirdly, the provider could offer compensation. Nevertheless, the level of compensation 

was dependent on the provider’s perception on if they were the main causer of the 

detrimental value. The provider would offer no compensation or merely a minor 

compensation if they perceived the customer had caused the problem to some extent. 

 

Previous studies on service recovery have suggested the need of planning service 

recovery strategies in advance in order to have successful recoveries (e.g. (Lastner et al., 

2016). However, the case study illustrated two issues regarding the suggestion. First, the 

providing company did not perceive such a need. Neither the management or the sales 

person had suggested such need for planning. Second, the case company representative 

stated that creating such actions plans is difficult, as the incidents have many variables, 

which makes them different from each other. 

 

It might be, that creating such actions plans and strategies is more viable for companies 

operating in consumer markets, as there are more transactions which are less valuable in 

monetary terms as well as in terms of each relationship’s value to the company. 

Moreover, the transactions in consumer markets are less complex, which require less 

effort on service recovery. As for the case study, and business markets in general, 

relationships are longer and deeper, therefore requiring extra effort in case of a service 

failure. Therefore, each service recovery is planned and managed individually to make 

sure that every detail in taken into consideration, thus generating the best possible results. 
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Nevertheless, as service recoveries are even more important in B2B markets than in B2C, 

a systematic approach could be effective. Recovery efforts potentially contain plenty of 

silent knowledge that could be systematically utilized. The perception gap between 

academia and companies is existent, and would require further research. 

 

The case study did not reveal any significant findings considering customers’ actions in 

case of a service failure. The customers did not report any specific actions plans or 

strategies, although they aimed to communicate with the provider in order to fix the 

situation. To some extent, customers were dependent on the provider, and could merely 

make decisions based on the provider’s actions. 

 

Outcomes of service recovery actions 

 

The case study showed some evidence of service recovery actions affecting business 

relationships. Successful recovery had a positive effect on the state of the relationship, i.e. 

the relationship was perceived slightly better after the transaction than before it when the 

service recovery had been successful. On the other hand, when the service recovery had 

not been successful, it had detrimental effects on the state of the relationship. When the 

service recovery had merely been partly successful without any significant added value, 

there was no effect on the state of the business relationship. 

 

As for other outcomes of the service recovery actions, they were difficult to identify. The 

respondents were not able to report any specific outcomes. This might be due to the fact, 

that the actions that were taken were aimed to merely help the actors cope with the 

situation. Therefore, the desirable outcome in the actors’ perception was damage control. 

 

Additional observations 

 

The case study showed evidence of network effect in value co-destruction. The customers 

reported that the service failures endangered their relationships with their customers, 

therefore causing risks on their operations. The complexity of business networks and its 

effects are not covered widely in the current literature on service recovery or value co-

destruction. 
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Figure 10: Network effect of value co-destruction. 

 

Figure 10 above illustrates the network effect of value co-destruction. The figure 

represents a hypothetical occasion. The red angular lines illustrate detrimental value, and 

the black straight lines represent dyads that are not affected. The detrimental value is 

initially caused by a value co-destruction incident between the focal provider and the focal 

customer. The initial incident causes detrimental value further in the focal customer’s 

network. 

 

In the case study, the customers reported similar notifications. They were concerned 

about the detrimental value caused to their customers, as they were not able to meet their 

requirements due to the initial value co-destruction incident between them and the 

provider. This means that the initial value co-destruction incident would multiply in the 

networks, thus being more severe than it would initially seem. 

 

5.2 Managerial implications 

 

This research contributes to practice by identifying how value co-destruction manifests 

and what are the root causes. The concepts of service recovery and value co-destruction 

might seem less practical for managers at first glance. Nevertheless, they deal with crucial 

questions from managerial perspective, such as: 
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• What are the best ways to deal with customers after a failed transaction? 

• Why these are the most viable actions? 

• What caused the problems in the first place? 

• Who created the problems? 

• How can we learn from our mistakes? 

 

Based on the findings of this research, three managerial implications are presented. They 

are suggestions for companies operating in business markets and offering co-created 

value. The suggestions reflect on theoretical and empirical findings of this research, and 

they are related to how to act in a value co-destruction incident. 

 

Identify the main cause of the problem. Identifying the root cause of the service failure 

is important in order to find the suitable solution. If the root cause cannot be identified, it is 

possible that resources are misused and the service recovery fails. Moreover, it is 

important to note that the customer can also be responsible for the issues (Zhu & 

Zolkiewski 2015). This was also evident in the case study, where the customer was in 

some cases partly responsible for the initial problems, for instance in terms of withholding 

information that is crucial for a successful transaction. 

 

Furthermore, the customer often perceives the provider being the responsible problem 

causer, and is not able to see the issues caused by themselves. These situations require 

extra effort from the provider, as the provider should be careful not to accuse the 

customer (Zhu & Zolkiewski 2015). These situations stress the need of finding the root 

cause of the problems, as then the provider can discuss them properly with the customer, 

thus finding the best possible solution.  

 

Cases where the customer is partly or wholly responsible for the service failure, have 

plenty of potential for detrimental effect on the business relationship. If the provider fails to 

address the situation properly with the customer, the customer might feel they are 

mistreated. Moreover, if the customer does not realize they are also responsible for the 

service failure, the service failure is probably unsuccessful. 

 

Besides the provider or the customer being the source of detrimental value, companies 

should realize the effect of external parties. These third-party actors cannot be controlled 

by either of the two focal actors, but they can affect the transaction and cause detrimental 
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value. By identifying such external actors, companies could prepare themselves for such 

cases, and control the risk. 

 

Create action plans for service recovery. Preparing for value co-destruction incidents in 

advance could make service recoveries more successful. The case study showed, that 

the actors were merely trying to cope with the situations as they came along, which 

created some frustration and uncertainty. Nevertheless, as each case is a potential 

learning point, it would be viable to record the incidents and make action plans for the 

future. 

 

As incidents are varied, creating action plans can be difficult. Nevertheless, successful 

service recoveries are necessary for maintaining B2B relationships, and therefore training 

sales people for handling service failures could be necessary. Such skills are often 

developed over time, and contains normally “silent information” that could be viable to 

document. 

 

Companies should realize the importance of service recovery. Successful recoveries have 

the potential of improving business relationships, whereas unsuccessful recoveries can 

have significant negative effect on B2B relations. Therefore, a systematic and efficient 

way of handling service failures could be worth investing in, as service failures occur in all 

settings. 

 

Communication is the most valuable service recovery action. Lack of communication 

was reported as a common cause of value co-destruction in the case study. Customer can 

perceive the provider not sharing important information about the recovery process, and 

the provider can perceive the customer misinforming some valuable information regarding 

the success of the transaction. For successful transactions, and furthermore for 

successful service recoveries, constant communication is important.  

 

Communication could turn negative perceptions into positive ones if important information 

is shared between the actors. Sometimes the other actor might perceive that the other is 

intentionally withholding information, even supposing that is not the intention. For 

instance, in the case research the provider did not perceive viable to share some 

information regarding the process resolving the situation, whereas the customer perceived 

that the information would have benefited them in coping with the situation. 
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Lack of information or miscommunication caused detrimental value in all transactions that 

were inspected in the case study. Companies should have a systematic way of 

communicating with each other during transactions and during possible service 

recoveries. Front-line employees should be trained for this, and the management should 

provide support and the necessary tools. 

 

5.3 Limitations and future research avenues 

 

While this research contributes to the service recovery and value co-destruction literature, 

it also has limitations. The main limitations of this research are due to limited amount of 

empirical data. Therefore, for deeper understanding on the concepts, further case studies 

are recommended. Furthermore, it would be viable to study the case companies in 

multiple levels and from different perspectives. In this research, each company was 

represented merely by one person, nevertheless interviewing other representatives could 

generate more detailed data. 

 

The case study showed evidence of network effect regarding value co-destruction and 

service recovery. As that was not in the scope of this research, the phenomenon was not 

studied further. Nevertheless, it would be viable research avenue for future studies, as it 

would deepen the understanding of the complexity of business markets and the effects on 

the focal concepts. Applying a network view into the research of these concepts instead of 

a dyad view could provide substantive findings. 

 

The case study revealed evidence of external antecedents of value co-destruction. It 

might be viable to extent the scope on value co-destruction to include outside actors in the 

research. This research avenue could be combined with the network perspective, as they 

are somewhat overlapping. 

 

The transactions studied in this research were not extremely complicated, even though 

they characterized B2B relationships to some extent. For future studies, it would be 

worthwhile to investigate transactions of higher levels of co-creation, such as bigger 

industrial machinery and components for example in the paper and pulp industries. Such 

empirical data could provide more profound findings. Nevertheless, accessing such data 

is more difficult. Moreover, a multi-industry, comparative study could reveal nuances 

between contexts. 
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Literature on service recovery from customer’s viewpoint is narrow. As studies on service 

recovery have mostly concentrated on the consumer markets, the characteristics of 

business markets have not been covered to a wide extent. It would be interesting to 

investigate, what kind of actions customers can take in the incident of service failure. As 

this research did not reveal considerable findings regarding the issue, another research 

design might. 

 

There seems to be a perception gap between academia and companies regarding the 

necessity of service recovery planning and strategies. The academia, although limited 

mostly on B2C markets, recommends crafting service recovery strategies for a systematic 

approach (see e.g. Lastner et al., 2016 and Roggeveen et al., 2012), whereas according 

to the empirical data, companies do not perceive such a need. This could offer a viable 

future research avenue.  
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6 CONCLUSIONS 

 

The aim of this research has been to study how companies aim to recover from value co-

destruction in B2B relationships. More specifically, the research goals of this study were to 

study the antecedents of value co-destruction, to study service recovery strategies actors 

of a B2B relationship apply after a value co-destruction incident, and to investigate the 

effects of the service recovery actions. Value co-destruction is a rather new research 

topic, which challenged conducting the theoretical framework. Moreover, service 

recoveries have been mostly researched in the context of consumer markets, therefore 

limiting the amount of previous findings that could be applied into this research.  

 

The empirical data for the research was collected by a multiple-case study, where each 

case was an exchange episode between the provider and its customer. There were three 

cases, which all included the same provider. Qualitative data was collected via semi-

structured interviews. 

 

Reflecting to previous research on VCD, the main findings were regarding the 

antecedents and the network effect. In addition to previously identified causers of 

detrimental value, i.e. provider and customer, the empirical data showed evidence of 

external actors which diminish the value of either of both focal actors. The external actors 

could not be controlled by the focal actors. Regarding the network effect, it was evident 

that the initial VCD incident between the two focal actors had detrimental effect 

furthermore in the customers’ networks. The customers could not meet the requirements 

of their own customers due to the initial service failure, which multiplied the effect of the 

VCD incident. 

 

Three distinct service recovery actions were identified: communication, apologizing and 

compensation. Nevertheless, the case companies did not report any specific strategies. 

The effects of service recovery on the outcomes was not evident. Successful service 

recovery seemed to have a positive effect on the B2B relationship, and unsuccessful 

service recovery a negative effect. 

 

Managerial implications of this research are three-fold. Identifying the root cause of the 

service failure is crucial for a successful service recovery. Creating action plans and 

strategies could be viable, as a systematic way of handling service failures emphasizes 

the importance of service recovery in B2B relationships. Communication is the most viable 
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service recovery action, as it can turn negative perceptions into positive ones, whereas 

lack of communication can have a reverse effect. 

 

Several future research avenues were identified from the study. Network perspective 

could be applied to future research on the subject, as the empirical findings from this 

study provided evidence of a network effect. Moreover, a multi-industry, comparative 

study could provide more profound findings, and it could be viable to study more complex 

B2B relationships. The main limitation concerning this research was the limited amount of 

empirical data. Furthermore, the same provider was included in all the cases, which limits 

the nature of the findings.  
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APPENDICES 

 

Appendix 1. Interview questions for the customers. 

 

 

 

Pro gradu-tutkimus 

Service Recovery from Value Co-destruction in B2B Relationships 

Tutkimuksen tausta ja tavoitteet 

Tämän pro gradu-tutkielman tavoitteena on tutkia tilanteita, joissa arvon yhteisluominen 
on epäonnistunut ja tuloksena on ollut arvon vähenemistä. Tarkastelun kohteena ovat 
arvon vähenemiseen johtaneet syyt sekä tilanteen osapuolien toimenpiteet. Lisäksi 
halutaan selvittää, millaiset vaikutukset negatiivisella transaktiolla oli yritysten väliseen 
suhteeseen. Arvon yhteisluominen on saanut viime vuosina kasvavaa huomiota niin 
yritysmaailmassa kuin akateemikoiden keskuudessa. Tutkijat ovat kuitenkin keskittyneet 
pääasiassa konseptin positiivisiin puoliin, jolloin mahdolliset negatiiviset vaikutukset ovat 
jääneet taka-alalle. Yritysten näkökulmasta olisi hyödyllistä tunnistaa mahdolliset arvon 
yhteisluomista hankaloittavat seikat, sekä pystyä kartoittamaan millaiset toimenpiteet 
auttavat palautumaan epäonnistuneista tilanteista. Kaikki haastattelut käsitellään 
luottamuksellisina, ja yksittäisiä nimiä ei mainita. 
 

Haastattelurunko (asiakas) 

1. Mikä on roolisi yrityksessä, ja mikä oli roolisi ko. transaktiossa? 

2. Voitko kuvailla yrityksesi suhdetta ko. yritykseen ENNEN ko. transaktiota (esim. 

suhteen pituus, vahvuus)? 

3. Kuinka suurilta osin yrityksesi oli mukana arvon tuottamisessa (eri vaiheissa, kuten 

suunnittelu jne.)? 

 

4. Mitä mielestäsi tapahtui ko. transaktiossa? 

5. Millaisia resursseja investoitte tilanteeseen (esim. aika, raha, energia, osaaminen, 

informaatio)?  

6. Millaisia resursseja toimittaja investoi tilanteeseen?  

7. Mitä seuraamuksia tilanteesta tuli (erityisesti negatiiviset, oliko positiivisia)?  

8. Mikä oli mielestäni päällimmäinen syy negatiivisille seuraamuksille? Miten ne olisi 

voitu välttää? 

 

9. Mikä oli ensisijainen reaktionne tilanteeseen? 

10. Mitä toimenpiteitä teit/yrityksesi teki palautuakseen tilanteesta? 

11. Miten toimittaja reagoi tilanteeseen? 

12. Millaisia toimenpiteitä toimittaja teki? 

13. Yritittekö palautua tilanteesta yhdessä toimittajan kanssa (jos kyllä: miten ja miksi) 

vai yrittivätkö osapuolet palautua tilanteesta erillään (jos kyllä: miten ja miksi)? 

14. Millaisia resursseja tarvittiin palautumiseen? Miten ja mistä ne saatiin?  

15. Kuinka menestyksekäs palautuminen oli? 

16. Mikä oli haastavinta prosessissa mielestäsi? 

17. Mikä oli tärkein aspekti palautumisprosessissa? 
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18. Onko yritykselläsi toimintasuunnitelmaa vastaavien tapahtumien varalle? 

 

19. Miten kuvailisit prosessin lopputulemaa? Miten lopputulos vaikutti yritykseesi, 

toimittajaan, asiakassuhteeseen tai muuhun verkostoon? Reflektoi aineellisia 

vaikutuksia, rahallisia vaikutuksia ja/tai aineettomia vaikutuksia.  

20. Mikä oli toivottu lopputulema prosessista? Saavutettiinko se? Miksi/miksi ei? 

21. Mitä yrityksesi olisi voinut tehdä paremmin saavuttaakseen toivotun lopputuleman? 

22. Mitä toimittaja olisi voinut tehdä paremmin? 

23. Voitko kuvailla suhdetta ko. toimittajan kanssa nyt? 

24. Vaikuttiko tämä tapahtuma yrityksesi toimintatapoihin (esim. tehtiinkö uusia 

toimintasuunnitelmia)? 
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Appendix 2. Interview questions for the provider. 

 

Haastattelurunko (toimittaja) 

1. Mikä on roolisi yrityksessä, ja mikä oli roolisi ko. transaktiossa? 

2. Voitko kuvailla yrityksesi suhdetta ko. asiakkaaseen ennen ko. transaktiota? 

3. Kuinka suurilta osin asiakas oli mukana arvon tuottamisessa? 

 

4. Mitä mielestäsi tapahtui ko. transaktiossa? 

5. Millaisia resursseja investoitte tilanteeseen?  

6. Millaisia resursseja asiakas investoi tilanteeseen?  

7. Mitä seuraamuksia tilanteesta tuli?  

8. Mikä oli mielestäni päällimmäinen syy negatiivisille seuraamuksille? 

 

9. Mikä oli ensisijainen reaktionne tilanteeseen? 

10. Mitä toimenpiteitä teit tai yrityksesi teki palautuakseen tilanteesta? 

11. Miten asiakas reagoi tilanteeseen? 

12. Millaisia toimenpiteitä asiakas teki? 

13. Yritittekö palautua tilanteesta yhdessä asiakkaan kanssa vai yrittivätkö osapuolet 

palautua tilanteesta erillään? 

14. Millaisia resursseja tarvittiin palautumiseen? 

15. Kuinka menestyksekäs palautuminen oli? 

16. Mikä oli haastavinta prosessissa mielestäsi? 

17. Mikä oli tärkein aspekti palautumisprosessissa? 

18. Onko yritykselläsi toimintasuunnitelmaa vastaavien tapahtumien varalle? 

 

19. Miten kuvailisit prosessin lopputulemaa? 

20. Mikä oli toivottu lopputulema prosessista? 

21. Mitä yrityksesi olisi voinut tehdä paremmin saavuttaakseen toivotun lopputuleman? 

22. Mitä asiakas olisi voinut tehdä paremmin? 

23. Voitko kuvailla suhdetta ko. asiakkaan kanssa nyt? 

24. Vaikuttiko tämä tapahtuma yrityksesi toimintatapoihin? 

 

 


