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Co-creation mechanisms in digital service supply chains: A performance measurement

approach

Minna Saunila and Juhani Ukko
LUT University

Abstract

Performance measures are effective in managing supplier—buyer relationships; although, there is
limited performance measurement research examining co-creation mechanisms within a digital
service context. This chapter aims to deepen our understanding of co-creation mechanisms in
performance measurements in supply chains formed around digital services. The empirical
evidence is based on a case study conducted at a small, rapidly growing information technology
company that provides digital services. Data were collected through focus groups, interviews, and
participant observation during meetings. The results revealed three main factors that characterize
the co-creation mechanisms in performance measurement: the importance of acknowledging 1) the
position in the supply chain, 2) the dynamics between parties, and 3) the subjectivity of
performance measurement information. Specifically, position in the digital service supply chain
defines the expected co-creation mechanisms in performance measurement. The supplier drives
co-creation mechanisms in performance measurements because of the buyer’s enablement and
initiation. This reflects the dynamics between the parties and influences buyers’ propensity to
contribute resources to increasing suppliers’ understanding of the customer. Finally, subjectivity
in performance measurement shapes the co-creation mechanisms between the supplier and other
parties in the digital service supply chain. Managers should consider position in the supply chain

because it determines the mechanisms and levels of co-creation.

Keywords: Supply chain; Co-creation; Digital service; Performance measurement

1 Introduction
The measurement and management of supply chains formed around digital services have become
increasingly challenging because of increasingly demanding buyers and customers, rising levels of

external collaboration, and the need to provide more advanced services. A firm’s capability to



handle collaborations with its buyers and customers heavily influences the successful management
of digital service supply chains (cf. Lusch, 2011; Nurhayati et al., 2023; Wang et al., 2023). Beyond
integrating internal processes and resources, a company should emphasize the combination of
internal processes and resources with pivotal customers. This leads to value co-creation (cf., Zhang
& Chen, 2008; Verdecho et al., 2009; Ren et al., 2015). Consequently, firms engage in novel
cooperative actions and processes that can provide economic benefits by compounding the
proficiency and resources of multiple companies (Romero & Molina, 2011; Nurhayati et al., 2023).
This provides additional support in the relationship between suppliers and customers—digital
technology assets from multiple groups are replaced and synthesized, thus enhancing their
attendant capabilities (Liu et al., 2023). Although these studies emphasized the relevance of
relationship management, the proper state of supplier unification hinges on cooperation; thus, there
should be an endeavor to recognize strategies for distinct examples of relations (Lambert &
Schwiterman, 2012). Therefore, companies should implement effective performance measurement

practices.

Performance measures are effective in managing co-creation in supplier—buyer relationships;
although, few performance measurement studies have examined co-creation mechanisms within a
digital service context. Since both the buyer and customer have knowledge of the operations of the
digital service, the supplier must have an appropriate understanding of the mechanisms of uniform
co-creation in the supply chain. In addition, there is evidence that shared sense-making, exchange
of knowledge, and knowledge unification are crucial elements in the supplier—buyer relationship—
particularly from a learning point of view—and can thus be connected to responsiveness to the
supplier (Cheung et al., 2010; Handoko et al., 2022). Surprisingly, little scientific research has
focused on the co-creation mechanisms of supply chain performance measurements, especially
within the framework of digital services (Bititci et al., 2012; Rasool et al., 2021; Siaw & Okorie,
2022). Therefore, determining the mechanisms that encourage co-creation in performance

measurements is a concern.

This chapter aims to deepen our understanding of co-creation mechanisms in performance
measurements in supply chains formed around digital services. The results of a case study

conducted in a small, rapidly growing information-technology (IT) company revealed three main



factors that characterize the co-creation mechanisms related to performance measurement: the
importance of acknowledging 1) the position in the supply chain, 2) the dynamics between parties,

and 3) the subjectivity of performance measurement information.

This study complements the production and operations management research in several ways. First,
it is one of the first studies to focus on supplier—buyer co-creation mechanisms in supply chains
formed around digital services. Buyers’ processes and actions are necessary; thus, they should be
involved in the process of co-creation in digital environments. This idea is especially applicable at
the organizational level, in which suppliers and buyers collaborate and co-create value using
measurement information and/or resources that they lack. Second, by incorporating important co-
creation mechanisms into the context of performance measurements, this study contributes to the
evolution of a paradigm for comprehending collaboration in supply chains, particularly the

relationship between this paradigm and performance measurement practices.

The remainder of this chapter is structured as follows. Section 2 reviews the literature on
performance measurements in supply chains and co-creation mechanisms. Section 3 describes the
research methodology. Section 4 presents the findings for co-creation mechanisms in performance
measurements. These findings are discussed in Section 5. The chapter concludes with a summary

of the implications of this study, its limitations, and future research recommendations.

2 Literature review

2.1 Performance measurement in supply chains

One means of comprehending how performance measurement is constructed and implemented is
by categorizing key factors. This would make it possible to contextualize, process, and understand
the criteria used in supply chain measurement (Bourne et al., 2002). One settled line of literature
addresses the process of supply chain performance measurement. Supply chain management
requires an understanding of the inter-firm flow of products, services, and related knowledge. This
ensures customer satisfaction and performance for the companies included (Hofmann & Locker,
2009). They defined supply chain performance measurement as the cooperative procedure of
indicating the efficiency and effectiveness of operations in the supply chain, in which effectiveness
refers to the extent that customers’ needs are satisfied and efficiency refers to the extent that assets



are distributed in economic terms throughout the supply chain when offering a pre-set rate of

contentment for customers.

The summons in supply chain performance measurement are confirmed by the enhanced pressure
to measure agility, relationships, collaboration, and operational excellence (Akyuz & Erkan, 2010;
Bourne et al., 2018). The aims and goals of the organization, style of operation, type of technology,
and market competency should guide the selection of measures for supply chains (Gunasekaran &
Kobu, 2007). This indicates that performance measurements must be improved within the entire
supply chain. Every member should be included and dedicated to joint objectives such as enhanced
contentment and improved performance (Gunasekaran et al., 2004). Thus, performance
measurement in supply chains requires a holistic and dynamic approach based on appropriate
procedures (Gunasekaran et al., 2004; Akyuz & Erkan, 2010; Li et al., 2022). Most studies on
supply chain performance measurement have discussed measurement criteria and provided useful
knowledge and instructions for performance measurement design (Papakiriakopoulos & Pramatari,
2010).

Since establishing a strategic supply chain performance measure requires both collaborative and
interdependent efforts, co-creation mechanisms must be shaped according to the different
perspectives of supply chain partners. Bititci et al. (2012) highlighted that forthcoming studies on
performance measurement in cooperative relations should target comprehending cooperation and
its actions, and generating techniques and methods that ensure that all supply chain members can
design, manage, and measure joint objectives and liabilities. Busi and Bititci (2006) highlight the
challenges involved in designing a cooperative culture and proper measures as substantial obstacles
to the successful implementation of collaborative performance measurement. Therefore, it is
crucial to define the central factors that define cooperation, the measures by which the
abovementioned factors interrelate, and the ways in which they can be readjusted throughout a
performance measurement. Radnor and Barnes (2007) contended that in addition to performance
measurement (i.e., performance management and reporting), the activities taken should also be
considered. Henri (2006) states that the utility of performance measurement depends on the
availability and appropriate use of correct information features. Owing to the dynamics of current

service-based surroundings, a collaborative transfer of information based on the spread of



knowledge is needed to recognize the proper way to seize possibilities and place operations (Amir
et al., 2010). Thus, the development of appropriate co-creation mechanisms is imperative.

Few studies have examined the co-creation mechanisms in performance measurements. For
example, knowledge exchange mechanisms could express the intensity of supply chain
collaboration. Assessing collaboration in this manner is likely to result in more effective supply
chains. Thus, performance measurement is a pivotal motivator for supply chain collaboration.

Thus, successful co-creation mechanisms are essential for the effective delivery of digital services.

2.2 Co-creation mechanisms

Prior studies have indicated that if organizations strive for value creation and maintain competition
through the co-creation view of value, the mechanisms must be comprehended and governed;
otherwise, the aims will not be realized, and co-creation will not succeed (Verdecho et al., 2009;
Siaw & Okorie, 2022). In this chapter, we define supplier—buyer co-creation mechanisms as the
actions and processes used to further collaborate between the buyer and supplier regarding
performance measurement. Examples include informal meetings, social relationships, and the
creation of shared goals (Mahama, 2006). Ren et al. (2015) emphasize the efficient use of limited
knowledge and technological resources on both sides of the essence of co-creation between
collaborating companies. Nyaga et al. (2010) found that these types of interactive mechanisms,
such as knowledge sharing, shared efforts for collaboration, and devoted investments, lead to trust

and commitment.

The length of cooperation also enables partners to spread classified information, reduce
information asymmetries, and develop trust (e.g., Li et al., 2010). When standards related to
people’s behavior and trust are built, those concerned are more effective in enhancing cooperation
and information distribution, as well as information flow (Hult et al., 2004). Tokman and
Beitelspacher (2011) state that a company’s ability to embrace knowledge outside the organization
and its capability to learn to use this knowledge for co-creation is critical. Zhang et al. (2011)
asserted that value co-creation is qualified by established capabilities (such as flexibility and
delivery) and new capabilities (such as service and customization) that are mutually supportive.

Similarly, Zhang and Chen (2008) stressed that the key activities of the value co-creation process



are tightly linked throughout customization. This strategy creates synergy and requires companies
to consider all possible operations to co-create value with buyers. Zhang et al. (2016) conducted
six case studies in which companies implemented services to enhance their collaboration with
buyers. This allows them to obtain feedback on their market offerings, knowledge of unfulfilled

promises, and propositions for new offerings.

Prior studies have highlighted the importance of connecting buyers to the measurement of co-
creation (Bititci et al., 2012; Ukko & Pekkola, 2016; Ukko et al., 2020). Cousins et al. (2008) stated
that measures evaluating the state of supplier cooperation encourage a culture of collaboration
between suppliers and buyers, enhancing dialogue that focuses on developing a state of
cooperation. Further, performance measurements should be shaped in a way that suits firm goals
and concentrates on the characteristics of co-creation and service operations (e.g., Amir et al.,
2010). Service measurement helps develop the buyer’s operations, as well as external and internal
processes or resources. It can also assist in shaping novel services and service design as well as in
the transition of strategies to provide value (Ostrom et al., 2010; Ukko & Pekkola, 2016). In
addition, Ukko and Pekkola (2016) assert that if the services provided are crucial for buyers, the

buyer seems more intrinsically motivated to assess the services provided.

In sum, although multiple articles have concentrated on how companies collaborate to co-create
value, further work is needed. First, the actions of co-creation related to performance measurement
remain unknown and require further examination (Bititci et al., 2012; Ukko et al., 2020). Second,
although previous studies have noted the relevance of co-creation in digital services, few have

examined this issue in the supply chain formed around digital services (Rasool et al., 2021).

3 Research methodology

This chapter explains the co-creation mechanisms of performance measurement in a supply chain
formed around digital services. Thus, a case study-based research methodology was utilized to
comprehend the co-creation mechanisms incorporated in the performance measurements.
Quialitative case-based studies are utilized to obtain a conception of phenomena that have intricate
processes and variables (Yin, 2003). The case study methodology was selected as appropriate for
the following reasons: 1) the form of the research question, 2) the complexity of co-creation



mechanisms in the supply chain formed around digital services (relying mostly on perceptions),
and 3) the valuable information that the actual context of the supply chain formed around digital
services (Yin, 2003). Although supplier—buyer co-creation and supply chain performance
measurements are not emerging themes, some aspects of these topics still need to be investigated

(Bititci et al., 2012). Additionally, both topics have seldom been studied empirically.

3.1 Case selection

For methodological and practical reasons, this study was based on a single case study. To study co-
creation mechanisms in performance measurements, many points of view are required. Thus,
representatives of management and employees were interviewed. Considering the privileged access
to the company and, in particular, employee representatives, our case study qualifies as revelatory.
Interviewing employees who experienced the issues under study daily was difficult because they
considered information from buyers to be highly confidential. They were required to receive
permission from the company’s management to discuss issues openly. This makes it possible to
obtain valuable in-depth information, which is an advantage of the single case study approach
(Voss et al., 2002).

This study was conducted at a digital service company. The focal company (supplier) and its supply
chain relationships form the units of analysis. It is a rapidly growing IT firm, with approximately
20 employees. The firm’s main expertise was producing different types of digital offerings to
promote buyers’ e-operations. The offerings included design services, e-applications, enterprise
resource planning software, customer relationship management software, and data center services.
The firm has worked hard to develop long-term buyer cooperation. Extensiveness and
customization of services were at the core of the firm’s operation; it offered total implementation
in place of a technical solution. The complete product/service is mostly digitally enabled; hence,
value-in-use is shaped without immediate collaboration between the buyer and supplier. The
service process was partially physical and partially digital. Therefore, the company provides actual

value to the buyer through collaboration over the production of the service.

3.2 Data collection

The main source of data in case studies is interviews, often supported by other sources, such as



personal observations, attendance at meetings, informal conversations, and reviews of archival
sources (Voss et al., 2002). Thus, the data were collected by a person using a semi-structured
protocol. The interview protocol was designed to gain a deeper comprehension of the co-creation
mechanisms in performance measurement through interviews with top management and employees
who perform different functions. We interviewed a manager and four employees. To obtain various
comments, the interviewed participants were selected based on the following strengths: 1) job
description, 2) level of responsibility, and 3) frequency of contact with buyers. Interviewing four
employees was sufficient to provide a clear picture of the situation, and we felt that we had reached
data saturation. Generally, interviews run between 45 minutes and 1.5 hours, depending on the

commitment and availability of the interviewees.

Generally, interview participants were requested to share their knowledge about digitalization,
supplier—buyer co-creation mechanisms, performance measurement methods, and prior
performance measures used by the firm. Because the topic of co-creation mechanisms in
performance measurement is developing, tentative questions were designed to comprehend the
company’s view of multiple factors related to the digital service supply chain and related

performance measurement.

The interviews were taped and transcribed and additional field notes were collected. The notes
were validated by interviewees. Several investigators conducted the first interview. Eisenhardt
(1989) noted that this can have advantages, as having more than one interviewer can improve the
creative ability of the researchers and enhance their reliance on the results. This allowed one
interviewer to adopt a cord interview position, while the other took a data collection position (Voss
et al., 2002). Feedback was collected by showing the case depiction and written interview results
to the company for verification purposes. As highlighted in Table 1, the data were triangulated with
data from other sources (e.g., focus groups and company representative scrutiny in conventions
with the chosen focus group was used). Focus group themes were built based on the interview
results, and each focus group continued the previous focus group’s work. The three focus groups
covered (1) supplier—buyer co-creation strategies and plans, performance measurement techniques,
and key success factors; (2) key performance measures; and (3) performance evaluations. Two
researchers participated in the focus groups: one leading the discussion and the other taking notes.



An observational technique was used in the focus groups to verify the data in terms of co-creation
mechanisms in the performance measurements. Data from the focus groups were also documented,

and additional feedback was gathered by comparing the results with data from the previous phase.

Table 1. Utilized data

Constructs
addressed

References

Phase of data
collection

Type of data

Data analysis

Contextual factors
(focus on
digitalization),
Supplier-buyer co-
creation strategies
and plans,
Performance
measurement

techniques

e.g., Neely, 1999;
Bourne et al., 2002;
Verdecho et al.,
2009; Nyaga et al.,
2010; Brandl, 2017

Interviews
(Managing director,
Software specialist,
Producer of
electronic contents
(2), Operative

services expert)

Recorded and
transcribed

interview data

Content analysis of:
- transcribed

interview data

Supplier—buyer co-
creation strategies
and plans,
Performance
measurement
techniques, Key

success factors

e.g., Neely, 1999;
Nyaga et al., 2010;
Brandl, 2017

1 focus group,
5 participants,
Observations in the

focus groups

1 written report of
focus group,

1 observation diary

Content analysis of:
- written report

- observation diary

Key performance

e.g., Neely, 1999

1 focus group,

1 written report of

Content analysis of:

measures 4 participants focus group, - written report

1 observation diary - observation diary
Performance e.g., Bourne etal,, 1 focus group, 1 written report of Content analysis of:
evaluation 2002 4 participants, focus group, - written report

Observations in the

focus groups

1 observation diary

- observation diary

3.3 Data analysis

Data were analyzed online using content analysis. As the aim was not to obtain scholarly
generalizability, the terms were used as stencils to crosscheck the case findings (Yin, 2003). Data

were analyzed in two dimensions: first, perceptions of the supplier—buyer co-creation mechanisms



(supplier perspective related to the collection and use of performance measures and the buyer’s
rationalization to distribute the acquired knowledge); and second, the performance measures the
company used to assess supplier—buyer relationships. Next, the relationship between these two
dimensions was assessed. This procedure was executed iteratively. Each transcribed interview
document was coded separately, after which the researchers debated the findings to ensure
consensus on co-creation mechanisms in supply chain performance measurement practices. The
results of each phase (Table 1) are reflected in the results of the previous phase. This process caused

three main factors to emerge, as presented in the following section.

4 Findings
This section presents the characteristics of co-creation mechanisms in the performance
measurement of supply chains formed around digital services. Figure 1 presents the different co-

creation perspectives and roles of the supply chain members that influence performance

measurements.
ustomer's
Information gatherer Information gatherer (customer Information gatherer
(company readiness, time profitability and satisfaction) (channels
Supplier’s role coordination) Information producer (number of behaviour75)
Information producer users, reaching) Information utiliser
(service, processes) Information utiliser
Information provider Information gatherer (sales,
. . P aesthetics, engagement) Information gatherer
Buyer’s role (devices, channels, roles, - . L
Information producer Information utiliser
etc.) . -
Information utiliser
Customer’s Information provider
role Information utiliser Information utiliser (user requirements
and experience, etc.)

Figure 1. Supply chain parties’ roles in performance measurement



4.1 The position in the supply chain

Regarding performance measurement, the customer, the buyer, and the supplier have different roles
in the digital service supply chain. Although the supplier is viewed as a driver of co-creation, the
buyer initiates and enables these mechanisms. In service production, the co-creation mechanisms
in performance measurement are related to a supplier’s actions, processes, and resources. These
measures were informed by the buyer’s company because the buyer provided measurement
information regarding their expectations of digital services. They also enable the collection of
measurement information for current actions and processes related to digital services. Customers

use supplier information to some extent, either directly or indirectly, through digital services.

Regarding the buyer’s operations, the supplier gathers measurement information regarding the
buyer’s processes, mostly for its own use. Suppliers have limited access to customer information.
The buyer initiated and enabled the collection of measurement information. Thus, the supplier can
become a driver of co-creation in performance measurements only if the buyer enables it.
Therefore, the buyer company was requested to assume a more active role to ensure that the
measurement data were gathered at the correct time and for the correct subject. One participant
stated,

“The challenge is to gather the correct data at the correct time. Despite the immediate

feedback, currently there is no possibility to track the task to which the judgment is

designated. ”

Measurement information about the customer was relevant for both the buyer and supplier,
although it was not systematically collected and applied. The results from this case demonstrate
that the urgent and pressing issue for a digital service buyer to distribute measurement data related
to offerings is the extent that the service is critical for the buyer. The cruciality of digital services
correlates with revenue deprivation. Poor service results in customers transferring to service

provision from second-line suppliers.

4.2 Dynamics between the parties
Building on the findings of the case study, the entire chain, from supplier to customer, needs to be



acknowledged in the process of digital service co-creation because buyer value is not based on the
necessity of a specific corporeal location for executing the service. It can even be shaped by
utilizing technology or mentally (e.g., by distributing ideas). Differences in the characteristics of

the parties in the supply chain necessitate different criteria for performance measurement.

Three perspectives were identified as affecting co-creation mechanisms in the measurement of the
supply chain formed around digital services. The first considers the production processes of digital
services. Although this is mainly related to the supplier’s processes, the buyer and supplier interact.
Thus, in addition to the potential value, real value was created for both the supplier and buyer
through interaction. The producer of electronic content stated the following:

“Usually (solutions) are discussed with the buyer, which interactively solves issues that

need to be improved. ”

From the second perspective, related to buyer operations, actual co-creation occurs between the
supplier and buyer. However, this originated from the buyer company. Thus, the buyer participated
in value creation as a co-producer, and the supplier company had limited opportunities to engage
in the process. The supplier receives good prerequisites for engaging in the co-creation process,
but the buyer’s willingness to co-create heavily influences the mechanisms. The producer of
electronic content stated the following:

“In the production phase or otherwise, it leans majorly on the own communication and

initiative of the buyer.”

From the third perspective, value creation does not depend on the supplier; it involves co-creation
between the buyer and customer of the digital service. Thus, this occurs independent of the supplier.
The supplier had access to a large amount of relevant measurement information; however, this
asset was not used. A software specialist stated the following:

“But generally speaking, the customer information does not come directly to us if it is not

covered by any technical dimension.”

However, in this case study, it became clear that customers’ processes were somewhat

synchronized with the supplier’s processes. Instead of concentrating merely on the co-creation



mechanisms of the buyer intersection, co-creation should also focus on the digital service customer,
who is greatly influenced by the buyer’s actions and operating surroundings. Customer
requirements and experiences can vary and cannot be predicted without any contact between the
supplier and customer. Service suppliers can obtain the optimal outlook of the buyer—customer
intersection by incorporating buyers in co-creation. Although the supplier did not have direct access
to information regarding this independent value-creation process, the relevant information was
obtained. Thus, concrete co-creation mechanisms (from the supplier’s perspective) were not
created but were seen as crucial to the prosperity of digital services and the universal quality of the
supply chains formed around digital services. Thus, the current findings reveal that the buyer’s role
as the information provider and gatherer (as well as the initiator of co-creation) should be
emphasized more because they could examine digital services through their own inconsistencies,

in addition to the particular demands and aims of the customer.

4.3 The subjectivity of performance measurement information

The subjectivity of the information was evident in all aspects of collecting the performance
measurement information. As most of the measurement information that the company received
stemmed from the buyer’s actions, relations were considered a crucial issue, especially when
competing against larger companies. If buyers felt that their opinions were valued and that they
received personalized treatment, they were more motivated to distribute measurement data than if
they were asked to complete a universal customer satisfaction questionnaire online. Thus,
subjectivity heavily influences co-creation mechanisms in performance measurements. Thus, the
buyer is engaged in the service in a satisfactory sense and increases the buyer’s self-governing

function to assess the service.

Regarding customer operations, the customer-enabled measurement information gathering by the
supplier and buyer companies. The supplier gathers most of the measurement information. Because
the supplier had access to information directly related to the digital service, they could not directly
access all relevant measurement information. Measurement information about the buyer’s role in
customer operations and the customer was secondary information, and thus only indirectly
reflected the co-creation mechanisms. Direct measures or attempts to gather data through co-

creation actions and processes do not occur systematically. Different customers use the same



measurement information. This makes combining all pertinent information challenging. Owing to
the supplier’s limited access to customer processes, an active role was emphasized for the buyer in
gathering customer information. The managing director noted the following:

“The buyer needs to understand that they must ask ‘how is it going?’ (the customer’s

process), then we can assist and do the work. ”

The company had already reached a mature phase with its key buyers. The company’s main reason
for gaining an understanding of buyer operations and co-creation mechanisms in performance
measurement was to improve its current services and design supplementary characteristics for
current services. Thus, measurement data from customers and buyers play a vital role in generating

novel services. Table 2 summarizes the findings of the case study.

Table 2. Summary of the findings of the case study: the characteristics of co-creation mechanisms

in performance measurement

Perspective

Supplier Buyer Customer

The positionin  Drives the co-creation Provides measurement Uses the supplier

the supply mechanisms in performance information regarding their information to some

chain measurement related to the  expectations of the service extent, either directly or

service production. production. indirectly, through the

Gathers measurement

information regarding the

buyer’s processes.

Enables the gathering of

measurement information for their

current actions and processes
related to the digital service.
Initiates and enables the
collection of information

regarding their own processes.

digital service.
Controls the collection
and application of the
relevant measurement
information about their

operation.

The dynamics
between the

parties

Mainly independent service
production of the supplier.
Some co-creation betwixt
the buyer and the supplier in
the production of the digital

service.

The buyer participated in value
creation as a co-producer.
Co-creation originated from the
buyer company by providing
limited opportunities for the
supplier to be engaged in the

process.

Independent from the
supplier.

Co-creation betwixt the
buyer and the customer
of the digital service.
The supplier was allowed

access to a large amount




In sync with the customer’s of relevant measurement

processes without direct information.
interaction.
The subjectivity Responsible for gathering An active role in gathering Indirect measurement
of performance  most of the measurement customer information owing to information about the
measurement information. the supplier’s limited access to the  customer.
information Access only to information  customer’s processes. Lack of direct measures

directly related to the digital Indirect measurement information  or attempts to gather data

service. about the buyer’s role in customer  directly through the co-
Most of the measurement operations. creation actions and
information the supplier processes.

received stemmed from the

buyer’s motion.

5 Discussion: Co-creation mechanisms in performance measurement

This section discusses the characteristics of co-creation mechanisms in supply chain performance
measurement against the three key characteristics revealed by the findings. First, the findings show
that co-creation mechanisms in performance measurements are shaped by the company ’s position
in the supply chain. Buyer and customer roles as components of the generation and measurement
of digital services have been largely neglected by many companies (Lusch, 2011; Bititci et al.,
2012; Rasool et al., 2021). This is particularly true in digital services, in which buyers and
customers are the central providers and gatherers of information, respectively. In traditional
businesses, the service experience is formed in a position where the service supplier and buyer are
physically in the same place—in digital services—and only part of the value is formed through
interaction. In digital services, the extent of independent value creation is greater, highlighting
customer roles. Thus, the expertise and information of the buyer and customer can be better utilized
to manage and measure the performance of digital services. This can be enhanced by allowing the
supplier more unhindered access to customer information. These findings coincide with prior
studies that highlighted the importance of connecting buyers and customers to the measurement of
services (Bititci et al., 2012; Ukko & Pekkola, 2016; Ukko et al., 2020). When a service is
conducted in digital form, value is created differently, and the facilitating factors could include
ease of service, availability, flexibility, and speed. Regarding these factors, the role of the customer

as an evaluator and information producer should be emphasized in the future. Business digitization



brings challenges that require approaches different from those used to manage and measure the
performance of traditional businesses. The supplier was responsible for the performance
measurement concerning gathering data on the resources and processes of the buyer and customer.
However, the buyer initiated and enabled the collection of measurement information. In the future,
the gathering and sharing of measurement information can be conducted throughout the supply
chain with more equal roles to achieve more efficient digital services. Thus, position in the supply

chain significantly influences performance measurement.

Second, the findings illustrate that co-creation mechanisms in performance measurement are
shaped by the dynamics between the parties. Generally, openness to and communication with the
buyer is emphasized in electronic surroundings because the buyer is not corporeally present during
the generation of digital services (Cheung et al., 2010). The buyer’s role as the controller of the
generation of digital services requires that the supplier and buyer share information (Cheung et al.,
2010; Lusch, 2011; Handoko et al., 2022). This underlines the relevance of acknowledging the
dynamics of the different litigants in a supply chain. Openness and information sharing with the
buyer company are essential for the digital service supplier to provide optimal services. As previous
research has concluded, the buyer controls co-creation and is emphasized in the digital environment
because services would not be possible without this type of co-creation. In the case study company,
the buyer was also part of the digital service generation phase; thus, interaction in co-creation was

strongly aligned with the supplier’s operations.

Third, the findings illustrate that the co-creation mechanisms in performance measurement are
shaped by the subjectivity of performance measurement information. These results suggest that
companies should take practical steps to reinforce their performance and create buyer value.
Performance measurement information is subjective because the nature of a digital service supply
chain poses challenges to performance measurement. Information must therefore be combined
across platforms and trust built over organizational boundaries so that relevant information can be
shared for the common good (Nyaga et al., 2010; Li et al., 2010; Siaw & Okorie, 2022). In the
current case study, this was seen mostly as the supplier’s responsibility. However, the measurement
information about the buyer’s role in customer operations and the customer was secondary

information, and thus only indirectly reflected the co-creation mechanisms. Allowing the primary



measurement information to flow from customers and buyers to suppliers improves data quality.

This is an increasingly important aspect of creating novel services.

6 Conclusion

The aim of this chapter was to deepen the understanding of co-creation mechanisms in performance
measurement beyond the current predominantly intra-organizational focus. This was achieved by
examining co-creation in the supply chain framework formed around digital services. This study
explains co-creation in performance measurement, and the mechanisms and levels throughout the
supply chain. Thus, the primary implication of this study is recognizing the three main factors that
characterize co-creation mechanisms in performance measurement. These include the importance
of acknowledging 1) the position in the supply chain, 2) the dynamics between parties, and 3) the
subjectivity of performance measurement information. More specifically, the results indicate that
position in the digital service supply chain defines the expected co-creation mechanisms in
performance measurement. The supplier drives co-creation mechanisms in performance
measurements because of the buyer’s enablement and initiation. This reflects the dynamics
between the parties and influences the buyers’ propensity to contribute resources to increasing the
supplier’s understanding of the customer. Finally, subjectivity in performance measurement shapes
the co-creation mechanisms between the supplier and other parties in the digital service supply

chain.

Regarding managerial implications, this study suggests that suppliers operating in digital service
supply chains should include the entire supply chain in the co-creation of performance measures.
The results also suggest that practitioners should consider their position in the digital service supply
chain because it determines the mechanisms and levels of co-creation. In addition, the case
examples described here can assist practitioners in avoiding pitfalls in the co-creation of
performance measurements. This study facilitates this task by explaining the mechanisms

emphasized in various parts of the supply chain formed around digital services.

This study has the following limitations that provide possibilities for future research. The results
are based on a case study of a firm with its own culture and prior co-creation mechanisms in

performance measurement. Thus, more research is required to ensure the generalization of the



findings. This research also highlights the challenge of studying performance measurements in a
changing digital business environment. We believe that we managed this challenge by combining
multiple data collection methods. However, more can be learned with further observation and
evaluation of prior actions and processes in the case study company and their relationship with

unpredictable changes in the digital business environment.
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