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This article explores the role of institutions in innovation from a service-ecosystems perspective, which helps to
unify diverging views on innovation and extend the research regarding innovation systems. Drawing on institu-
tional theories, this approach broadens the scope of innovation beyond firm-centered production activities and
collaboration networks, and emphasizes the social practices and processes that drive value creation and, more
specifically, innovation — the combinatorial evolution of new, useful knowledge. Based on this ecosystems
view, we argue for institutionalization – themaintenance, disruption and change of institutions – as a central pro-
cess of innovation for both technology andmarkets. In this view, technology is conceptualized as potentially useful
knowledge, or a value proposition, which is both an outcome and amedium of value co-creation and innovation.
Market innovation, then, is driven by the combinatorial evolution of value propositions and the emergence and
institutionalization of new solutions.
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1. Introduction

The ongoing study of innovation is driven by a need to develop more
compelling value propositions (Lusch&Vargo, 2006) in an increasingly in-
terconnected and dynamic world. However, the diversity of disciplines
within which innovation is studied, and the fragmented nature of this
body of literature (Hauser, Tellis, & Griffin, 2006), make it difficult to un-
derstand the central processes bywhich innovation occurs and, more spe-
cifically, how new markets form (Bower & Christensen, 1995; Kim &
Mauborgne, 2005). Furthermore, the study of innovation in general has
been developed from a view of value creation that separates firms as pro-
ducers (e.g., innovators) and customers as consumers (e.g., adopters) of
market offerings (Vargo & Lusch, 2011). This conventional view has limit-
ed the understanding of howmultiple participants (e.g., firms, customers
and other stakeholders) contribute to value creation, aswell as innovation.

Recent research regarding networked (e.g., Corsaro, Cantu, &
Tunisini, 2012) and systemic (e.g., Geels, 2004; Sundbo & Gallouj,
2000) views on innovation, provide a more dynamic view of market in-
teractions, which has helped to bring together different components of
innovation (e.g., product development and customer adoption) and
broaden the scope of innovation from a focus on technology to an
ors of this special issue for their
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emphasis onmarket relationships (Coombs &Miles, 2000). In particular,
the study of innovation has begun to extend beyond firm-centric devel-
opment activities and provides evidence ofmultiple participants in inno-
vation (Corsaro et al., 2012; Dhanarag & Parkhe, 2006). This expanded
view has drawn attention toward the interrelated processes and inter-
connected relationships through which innovation occurs.

While much of this literature remains “production”-centric, and
maintains a distinction between those who “develop” and those who
“adopt” innovations, the realization that users have the capacity to
drive innovative efforts (Oudshoorn & Pinch, 2003; von Hippel, 2007)
points to a more interactive and systemic view of innovation. This
movement toward amore dynamic approach raises issues with innova-
tion models that center on unidirectional processes, such as the linear
model of innovation,3 and emphasize firms as innovators and customers
as adopters. It underscores the need for amore unified and comprehen-
sive framework that can provide a deeper understanding of the various
participants and underlying processes from which new technologies
and, ultimately, markets emerge.

In this paper, we propose an ecosystems approach for considering
different “types” of innovation (i.e., technological and market innova-
tion) as driven by a common process — i.e., institutionalization
(e.g., Barley & Tolbert, 1997). In particular, we apply service-dominant
logic (Vargo & Lusch, 2004, 2008), and its institutional, service ecosystems
3 The term linear model is used in a variety of ways that seem to converge in the notion
that “innovation starts with basic research, then adds applied research and development,
and ends with production and diffusion” (Godin, 2006, p. 639).
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view (Vargo& Lusch, 2011), to further extend, and potentially transcend,
a systemic viewof innovation (e.g., Geels, 2004; Sundbo&Gallouj, 2000).
This approach points toward institutions–humanly devised rules, norms,
andmeanings that enable and constrain human action (Scott, 2001) – as
a central aspect of generating novel ways to create value.

An S-D logic, service-ecosystems view centers on the collaborative
creation of value (i.e., value co-creation), the integration of dynamic
resources, and the institutions that influence, and are influenced by,
interactions among multiple actors (Vargo & Lusch, 2011). According
to Lusch and Vargo (2014, p. 161) service ecosystems are “relatively
self-contained, self-adjusting system[s] of resource-integrating actors
connected by shared institutional logics and mutual value creation
through service exchange.”Within a service-ecosystems view, technolo-
gy is considered as a dynamic resource, or potentially useful knowledge
(Mokyr, 2004); markets are conceptualized as institutionalized solu-
tions (Vargo & Lusch, 2013); and innovation is the collaborative recom-
bination or combinatorial evolution (adapted from Arthur, 2009) of
practices that provide novel solutions for new or existing problems.

This focus on the integration of dynamic resources and collaborative-
ly created value suggests that interactions among various actors are not
only influenced by, but also influence the reformation of institutions
that constitute markets. We argue that this dynamic relationship be-
tween interaction and institutions points toward institutionalization –

the maintenance, disruption and change of institutions (Lawrence &
Suddaby, 2006) – as a central process of innovation for both technology
and markets. More specifically, we articulate how both technology and
market innovation are shaped by ongoing negotiation and recombina-
tion of overlapping institutions, driven by value co-creation. This institu-
tional view of innovation can establish a robust, parsimonious and
dynamic framework for studying and understanding the central drivers
of technological advancements, and provide insight to how the same
practices and processes that guide value co-creation drive the innovation
of markets as well.

Thus, this article brings together historically divergent perspectives on
innovation – particularly those centered on technological development
and those centered onmarket relationships – and investigates the under-
lying practices and processes that generate new ways to create value. To
this end, we first briefly review diverging views regarding different
"types" of innovation and then discuss more recent, converging views
that point toward a broader, systemic approach.We shed light on the dy-
namics of innovation systems by highlighting emerging perspectives on
technology and markets. We then propose an S-D logic, service ecosys-
tems approach that further integrates and extends these converging
views by emphasizing the importance of institutions in innovation.
Based on this, we outline the way in which innovation occurs through
the institutionalization of new, and potentially useful knowledge. This ap-
proach provides a framework for rethinking the relationship between
technology and markets by shedding light on how market innovation –

the emergence and institutionalization of new solutions – is driven by
the integration and generation of compelling value propositions
(i.e., technologies), which drive ongoing interactions among multiple
stakeholders.We concludewith the implications of this (eco)systems ap-
proach to innovation and highlight directions for future research.

2. Divergence and convergence of innovation research

The interdisciplinary nature of innovation research has led to impor-
tant findings regarding multiple aspects of innovation that range from
the development of new technologies to customer adoption of new
products. However, the advancement of innovation research across di-
verse disciplines (e.g., management, marketing, and information sys-
tems), with varying points of view (Hauser et al., 2006), has resulted
in a fragmented body of literature. In particular, innovation research
has been largely separated by a primary emphasis on technological as-
pects of innovation, such as product development, and only recently
has begun to increase the investigation ofmarket aspects of innovation,
such as market relationships (Coombs & Miles, 2000) and socio-
technical innovation systems (Geels, 2004; Nelson & Nelson, 2002;
Sundbo & Gallouj, 2000). In the following sections, we detail a shift
from diverging views in innovation research to the convergence of a
socio-technical systems view of innovation.

2.1. Diverging views

The fragmented nature of the innovation literature suggests that
there are multiple processes of innovation depending on the “type” of
innovation involved. This separation originated with Schumpeter's
(1934) identification of five areas of innovation — product innovation,
process innovation, market innovation, input innovation and organiza-
tional innovation (see Abernathy& Clark, 1985). Althoughmost of these
types of innovation referred to products or processes, Schumpeter
(1934) recognized market innovation as a distinct type of innovation
as well.

More recently, Abernathy and Clark (1985) separated innovation
into two domains of innovative activities: technology/production and
market/customer. In their view, the “technology” side of innovation fo-
cuses on the production and operation processes involved with the de-
sign and development of new products. Alternatively, the “market” side
of innovation focuses on the distribution of products and the develop-
ment of relationships with customers. Along these lines, Hauser et al.
(2006) identified five fields of research on innovation that center on
the development of new technologies (i.e., organizations and innova-
tion, and prescriptions for product development) and understanding
the markets within which technologies are adopted or diffused
(i.e., consumer response to innovation, strategic market entry, and out-
comes for innovation).

This separation between technological and market aspects of innova-
tion is rooted in a historic economic perspective that separates "produc-
tion" and "consumption" processes (Vargo & Lusch, 2011) and
considers firms as “producers” of value and customers as “consumers”
or destroyers of value. Consequently, traditional innovation literature
has paid little attention toward the role of “users” in innovation
(Oudshoorn & Pinch, 2003; von Hippel, 1978), and has provided limited
insight as to how market relationships are developed and new markets
are formed (Christensen, Baumann, Ruggles, & Sadtler, 2006). In particu-
lar, conventional approaches to innovation have focused on firms as “in-
novators” (e.g., Schumpeter, 1934; Urban & Hauser, 1980) and centered
on the development of new products and corporate processes. In this re-
search, “endusers” or “consumers” are largely viewed as having relatively
static (current or future) needs (e.g., Griffin & Hauser, 1993), and are
often classified into “adopter” categories.

In general, much of the traditional innovation literature has focused
on firm-centric, product-development processes. This research has also
centered on dyadic interactions throughwhich value flows sequentially
from innovation-creating firms to innovation-adopting and value-
destroying consumers. In this view, customer influence on innovation
is usually centered on the demand of newproducts or “market demand”
(Hauser et al., 2006; Howells, 1997). However, recent research on
networked and systemic views of innovation has begun to bring togeth-
er varying viewpoints and redirect attention toward the roles of multi-
ple actors, including users, in innovation.

2.2. Converging views

Broadening the scope of innovation beyond internal firm activities,
Freeman (1991) began the conversation around networks of innovation
by recognizing the “external sources of scientific and technical informa-
tion and advice” fromwhich firms are able to draw upon in order to de-
velop new technologies. Importantly, this networked view of innovation
has led the way for considering the participation of multiple actors and
the perspectives of users of technologies. According to Dodgson,
Mathews, Kastelle, and Hu (2008, p. 431), “innovation networks
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encompass a number of cooperative relationships between firms, with
constituent members engaged in innovation-supporting activities rang-
ing from R&D to commercialization and diffusion.”

Along a slightly different vein, Möller and Rajala (2007, p. 900) de-
fine innovation networks as “relatively loose science and technology-
based research networks involving universities, research institutions,
and research organizations of major corporations.” They argue that in-
novation networks are “characterized by professional and social rela-
tionships and are not primarily business networks but are guided by
the ethos of scientific discovery.”While these network views of innova-
tion start to highlight the importance of collaboration and relationships,
they still seem to reflect the stage-gate approach of the linear model:
basic research, applied research, development, production, and diffu-
sion (Godin, 2006). Furthermore, these views are often narrowly fo-
cused on technological innovation; somewhat ignoring the relevance
of a networked view in the conceptualization of markets, market inno-
vation, and (re)formation.

Teubal, Yinnon, and Zuscovitch (1991) extend this network view in
general, and the adoption and diffusion stages in particular, by suggest-
ing that innovation requires the ability for an “innovator” or “entrepre-
neur” to see beyond its individual viewpoint and consider future uses
of a particular technology. More specifically, they argue, “in the case of
an independent technical innovator a serious change in perspective
must take place, one involving a direct coupling with the needs of an
expanding set of users over and beyond the initial application” (p. 386,
emphasis in original). In their view, successful innovation and,more spe-
cifically, market formation require the consideration of future meanings
of a particular offering as well as the establishment of social norms and
standards in its related market (i.e., institutionalization).

Further emphasizing the role of users, von Hippel (2007, p. 294) ar-
gues that “user innovation networks,” “enable each using entity, wheth-
er an individual or a corporation, to develop exactlywhat itwants rather
than being restricted to available marketplace choices or relying on a
specificmanufacturer to act as its (often very imperfect) agent.” Similar-
ly, Geels (2004) points out that innovation researchneeds to broaden its
unit of analysis to explicitly incorporate the user and the use of technol-
ogy in the analysis. Research in this area has therefore begun to expand
the study of innovation beyond the activities of an individual firm and
provides important insights on collaboration in networks or systems
of innovation. More specifically, the innovation literature has begun to
move the context of value creation and innovation, beyond the firm/
customer or innovator/adapter dyad to emphasize the importance of
multiple actors and dynamic processes of value creation and innovation.

In addition to considering networks of actors, work on innovation
systems has begun to explore the role of institutions in innovation. For
example, Nelson and Nelson (2002, p. 267) discuss institutions as “so-
cial technologies” that contribute to “molding the technologies used
by a society, and technological change itself.” Similarly, Geels (2004,
p. 915) argues that only an institutional perspective of innovation can
provide “a dynamic sociological conceptualization which understands
human action as structure, but leavesmuch room for intelligent percep-
tion and strategic action.” Thus, research on innovation systems has
begun to recognize three common building blocks – networks of indi-
viduals, social practices, and institutions – that are essential for under-
standing collaboration in social systems (Peters, Pressey, Vanharanta,
& Johnston, 2013).

3. Emerging views on technology and markets

As noted, the recognition of different “types” of innovation
(Schumpeter, 1934) has been helpful in identifying various processes
and outcomes of innovation. However, the separation between techno-
logical andmarket innovation hasmade it difficult to develop an under-
lying framework for studying innovation in general, and even more
challenging to understand the relationship between the development
of new technologies and new markets. Emerging views on technology
and markets suggest that the nature of technological and market inno-
vation may be more similar than different. These emerging views blur
the line between the processes by which each is created and point to-
ward social practices and institutions as central sources of innovation
for both.

3.1. Technology

Arthur (2009, p. 28) defines “technology as an assemblage of prac-
tices and components” that are “means to fulfill human purposes.”
This definition suggests that devices and processes do not need to be
classified as disparate categories, but, instead, that the term “technolo-
gy” can refer to a wide class of phenomena, both “software” (i.e., pro-
cesses or methods) and “hardware” (i.e., physical devices). Similarly,
Layton (1974) equates technology, without reference to physical attri-
butes, to knowledge that provides a rational basis for design. Design,
in this context, can be viewed as the reconfiguration of resources to
solve a variety of problems (Simon, 1996). Along the same lines,
Nelson and Nelson (2002) distinguish between “physical” and “social”
technologies, for which the latter are defined as “institutions.”

Thus, based on these views, technology, both physical and social, can
be conceptualized as potentially useful knowledge thatmay provide solu-
tions for new or existing problems. This emphasis on technology as
knowledge highlights the idea that competences, and not physical
things, lie at the heart of technology. Viewing knowledge as foundation-
al to technology, however, does not diminish the importance of physical
artifacts in technological innovation, since these artifacts can be viewed
as vehicles that convey embedded knowledge and skills (Orlikowski,
1992) as well as mechanisms of institutionalization.

In addition, research on the socially constructed nature of technolo-
gy (Orlikowski, 1992; Pinch & Bijker, 1984) points to the fact that tech-
nology is endogenous to value creation and innovation, includingmarket
formation, since it is an outcome and a medium of socially embedded
practices. More specifically, in a concept that has become known as “in-
terpretive flexibility,” Pinch and Bijker (1984) point out that different
social groups can construct radically differentmeanings of technologies.
Thus, innovation not only is centered on technological advances
(i.e., new knowledge for design processes), but also is influenced by
the institutions (e.g., social rules, norms, values, meanings, and beliefs)
that guide both the “design” and “use” phases associated with new and
emerging technologies (i.e., potentially useful knowledge) (Orlikowski,
1992).

In particular, Orlikowski (2000, p. 407), describes the interplay be-
tween technology and the role of actors in effecting, transforming, and
maintaining institutions by stating, “while users can and do use technol-
ogies as they were designed, they also can and do circumvent inscribed
ways of using the technologies — either ignoring certain properties of
the technology, working around them, or inventing new ones that
may go beyond or even contradict designers' exceptions and inscrip-
tions.” Drawing on Giddens' (1984) structuration theory, Orlikowski
(1992) argues for a “duality of technology,” in which technology is
both a product and an enabler of human action. In her model, two iter-
ative modes of technology – 1) the design mode and 2) the use mode –

are “tightly coupled” and both influence and are influenced by practices
and institutions. Importantly, extending Pinch and Bijker's (1984) con-
cept of interpretive flexibility, Orlikowski argues that there is flexibility
not only in how actors interpret technology but also in how technology
is used. Thus, as a technology is used, it takes on new norms and mean-
ings, and can be separated from its inscribed institutions.

The emergence of online higher education, for example, highlights
the duality of technology. In a quest to develop cheaper andmore conve-
nient educational solutions, the pioneers of online education designed
platforms that virtually connect teachers and students. This design
phase not only resulted in institutional inscriptions (e.g., webinars), but
also was itself institutionally embedded within inconsistencies and con-
tradictions (e.g., the tension between busy lifestyles and the need for
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affordable education). Similarly, through their interpretations and use of
these online platforms, students participated in the shaping of the new
educational practices. Whereas some students used the online platforms
as they were designed, others circumvented inscribed ways by holding
their study groups in coffee shops or by usingmore traditional email sys-
tems. Viewed in this way, technology is more than an “output” of a par-
ticular production process or multiple processes. Rather, emerging and
existing technologies – e.g., online education – are both an outcome
and a medium of interaction as well as an ongoing influence on the cre-
ation of new technologies and markets (i.e., innovation).

3.2. Markets

In linewith emerging views on technology, a sociological perspective
of innovation has also emerged in recent research on the formation of
markets. In particular, Kjellberg and Helgesson (2006, 2007) describe
markets as being continually “performed” by the enactment of
interlinked sets of exchange, normative, and representational practices.
Exchange practices are activities involved in the exchange ofmarket offer-
ings, normative practices are activities involved in forming normative ex-
pectations, and representational practices are activities that shape images
of markets (Kjellberg & Helgesson, 2006). Viewed from this perspective,
markets are not static or pre-existing; rather, markets are seen as being
continually performed and shaped by multiple actors (Kjellberg &
Helgesson, 2007). In other words, markets are continually formed and
re-formed through the activities of social and economic actors, and, mul-
tiple versions of practices may co-exist (Azimont & Araujo, 2007).

Taking a slightly different approach tomarkets, Venkatesh, Penaloza,
and Firat (2006) argue for the conceptualization of a market as a sign
system. More specifically, Venkatesh et al. (2006, p. 258) argue, “signs
of all types are conceived and exchanged in markets and each (type
of) market is itself a category constructed in the context of a particular
sign system.” However, it is not the signs or artifacts themselves that
are most important in markets, but the meanings and practices
(Löbler & Lusch, 2013) associated with them. This is because symbolic
meanings (e.g., brands) are continually reproduced through the enact-
ment of “representational” practices (Kjellberg & Helgesson, 2006). Im-
portantly, the emphasis on symbols in markets underscores the
influence of social structures (i.e., practices and institutions) in value
creation and innovation, which includes market formation (Kjellberg
& Helgesson, 2006).

In the example used above, universities design online learning plat-
forms and processes (i.e., technology can be both hardware and soft-
ware). However, these technologies do not inherently possess value
but are considered as value propositions. Value is only created, and, ar-
guably, innovation only occurs, when students derive value through the
use of these technologies by integrating the knowledge and skills that
lie at the heart of these technologies with other private (e.g., reading
and learning skills), public (e.g., degree requirements) and market re-
sources (e.g., internet service and textbooks). Furthermore, the forma-
tion of a market requires not only the proposal and acceptance of an
online model as a value proposition, but also the repeat interaction
and ongoing exchange between a university (i.e., service provider)
and other actors such as students, accrediting associations, various gov-
ernment agencies, hiring firms and society at large (i.e., service benefi-
ciaries). These ongoing interactions involve the enactment of exchange,
normative and representational practices, which, in turn, have contrib-
uted to the co-creation of a “new” or “renewed” market.

The emerging research trends on technology and markets described
above converge on the centrality of practices and institutions in innova-
tion. They begin to bring together previously divergent views on tech-
nology and market innovation (discussed above) and point toward
the idea that both “types” of innovation are driven by collaborative ef-
forts to find or develop new ways to create value. Based on these per-
spectives and contrary to more traditional views of markets,
innovation does not automatically occur when firms, or even networks
of firms, introduce new ideas or develop new products that meet
preexisting, though sometime latent, market demands (e.g., Hauser
et al., 2006). Rather, in this view, both technological andmarket innova-
tion involve the active participation (e.g., enactment of practices and de-
termination of meaning) of firms and customers, as well as other actors.

These dynamic views of technology and markets point toward
shared social structures or institutions as a critical aspect of innovation
because they enable and constrain the enactment of practices and inter-
actions among multiple actors and, thus, are guiding forces in the crea-
tion and determination of value. This emphasis on institutions in
innovation suggests that, in order for new practices to be developed
and adopted (i.e., for innovation to occur), existing institutions need
to be in place, including some that can be recombined into new ones.
To further bridge the gap between technology and market innovation
and elaborate the importance of institutions, we discuss an S-D logic,
service-ecosystems approach for innovation.

4. A service-ecosystems approach for innovation

Asmentioned, S-D logic (Vargo & Lusch, 2004, 2008) is based on the
premise that service – the application of one actor's resources
(e.g., knowledge and skills) for the benefit of another – is the basis of
all economic (and other social) exchange. Recently, Vargo and Lusch
(2011) elaborate and extend S-D logic with a service-ecosystems view
that centers on the integration of dynamic resources as a central
means for connecting social and technological aspects of markets
(Vargo & Akaka, 2012). As stated above, service ecosystems are concep-
tualized as “relatively self-contained, self-adjusting system[s] of
resource-integrating actors connected by shared institutional logics
and mutual value creation through service exchange” (Lusch & Vargo,
2014, p. 161). This approach emphasizes the co-creation of value, the dy-
namic integration of resources, and the importance of institutions in inter-
related systems of service-for-service exchange.

This perspective integrates emerging views on market formation as
socio-technical and systemic processes (Geels, 2004) and provides a
transcending approach for considering different “types” of innovation
(e.g., technology and markets). This suggests that innovation primarily
involves the integration of operant resources – those that are capable
of acting on other resources to create value – and the (re)building of
structure through interaction and value co-creation amongmultiple ac-
tors, as well as the (de)institutionalization of systems of service ex-
change. The ecosystems approach, as will be discussed in more detail
below, not only highlights that innovation is always a co-creational
and ongoing process, but also shows that new technologies (potentially
useful knowledge) always possess institutional components (Akaka &
Vargo, 2013). Stated slightly differently, service can be viewed as bene-
ficially applied useful knowledge, or beneficial technology (e.g. Mokyr,
2004). This implies that technology is always an integral part of service
provision (beneficially applied useful knowledge) and thus, also always
foundational to markets.

Central to S-D logic is the idea that value creation is driven by the in-
tegration, exchange andapplication of resources among a variety of stake-
holders (Vargo & Lusch, 2008); that is, value is always co-created, often
through markets. This provides an alternative approach to “goods-domi-
nant logic” (Vargo & Lusch, 2004) and traditional views on innovation,
inwhich value is seen as created byfirms (i.e., “producers”). S-D logic pro-
vides a more-holistic and dynamic lens for understanding value creation
and, thus, innovation (Edvardsson, Tronvoll, & Gruber, 2011; Vargo &
Lusch, 2008, 2011). Specifically, it differs from the more traditional
thought of innovation in that a service-ecosystems approach removes
not only the distinction between “producers” and “consumers” of value,
but also the distinction between “innovators” and “adopters.” This is
based on an actor-to-actor perspective (Vargo & Lusch, 2011) and an em-
phasis on the co-creation of value as well as markets (Vargo & Akaka,
2012). Furthermore, consistent with the emerging views of innovation
in social systems, a service-ecosystems perspective conceptualizes these
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systems as always multidimensional and interpenetrating and, thus, as
being composed of both “institutional” and “loosely coupled” (Sundbo &
Gallouj, 2000) subsystems.

In the sections that follow, we elaborate a service-ecosystems ap-
proach to innovation by discussing 1) the collaboration in value crea-
tion, 2) the combinatorial evolution of resources and 3) the influence
of institutions in the innovation of both technology and markets. In
this view, institutions are central to innovation because they guide
how actors integrate resources and co-create value with other actors.
However, institutions are not static and are continually reconstituted
through the actions and interactions of multiple actors trying to create
(sometimes new forms of) value for themselves and for others. Thus,
this framework ultimately points toward institutionalization – themain-
tenance, disruption and change of institutions (Lawrence & Suddaby,
2006) – as a central process of innovation for both technologies and
markets.

4.1. Collaboration in value creation

A service-ecosystems approach to innovation broadens the process
of value creation beyond a firm's operational activities to include the
active participation of customers (and other relevant actors). This bal-
anced and interactive view points “away from the fallacy of the concep-
tualization of the linear, sequential creation, flow and destruction of
value and toward the existence of a much more complex and dynamic
system of actors that relationally co-create value and, at the same
time, jointly provide the context through which ‘value’ gains its collec-
tive and individual assessment” (Giddens, 1984, p. 25; Slater, 2002, p.
60; Vargo & Lusch, 2011, p. 182).

In service ecosystems, each instance of resource integration and ser-
vice exchange has the potential to change the nature of the system and,
thus, the context for the next iteration and determination of value crea-
tion. In this way, value co-creation continually occurs as service is ex-
changed for service and actors integrate value propositions and enact
various practices to adapt to contextual requirements. This is why the
consideration of future enactments of a value proposition is critical for
technological as well as market innovation (Teubal et al., 1991). In addi-
tion, as actors engage in value-creating activities, and interact with
other actors, they simultaneously change social contexts as well
(e.g., Chandler & Vargo, 2011; Edvardsson et al., 2011).

Ultimately, within this view, innovation is driven by collaborative ef-
forts to find or develop new ways to create value. However, in order for
value to be created, it must be derived and determined by a beneficiary.
Thus, value is proposed by one ormore service providers (e.g., firms), but
always determined by one ormore service beneficiaries (e.g., customers)
through the integration of resources, in particular social contexts
(Chandler & Vargo, 2011; Vargo & Lusch, 2008). Stated differently,
value perceptions are always guided by socially constructed systems of
norms, values, and beliefs (i.e., institutional arrangements) that are spe-
cific to a service beneficiary. In this view, the integration of resources is
central to the generation of new resources, and, thus, innovation is ulti-
mately driven by the combinatorial evolution of new and useful knowl-
edge (Arthur, 2009), or operant resources.

4.2. Combinatorial evolution of operant resources

This service-ecosystems view recognizes two broad categories of re-
sources that are continually integrated to create value: operand and op-
erant resources. Importantly, this approach recognizes the primacy of
operant resources – those that are capable of acting on other resources
to contribute to value creation – rather than operand resources — those
that require action taken upon them to be valuable (Vargo & Lusch,
2004, 2008). Based on this, Akaka and Vargo (2012) extend the socially
constructedmodel of technology (Orlikowski, 1992) to include the con-
sideration of technology as an operant resource because it is constituted
by dynamic resources, such as knowledge and skills, and is central to
influencing value creation and, thus, innovation.

In the same way, markets can also be considered as operant re-
sources because they are considered as “institutionalized solutions”
that dynamically and continually contribute to the co-creation of
value (Vargo & Lusch, 2013). Vargo and Akaka (2012) discuss markets
as operant resources by extending a practice approach tomarket forma-
tion (Kjellberg & Helgesson, 2006, 2007) and broadening the scope of
exchange practices to integrative practices (inclusive of exchange prac-
tices) as a central practice for value creation in markets. In this context,
it is important to highlight that both technology and markets can
change and be changed and, thus, that operant resources can also be
acted upon in value creation. The emphasis on the integration of oper-
ant, as well as operand, resources, or integrative practices, as a primary
driver of innovation, supports Arthur's (2009) view of innovation as
“combinatorial evolution” or the combining and recombining of existing
technologies to develop “new” solutions.

This view helps to consolidate the literature on technology andmar-
kets discussed above into amore comprehensive framework that focus-
es on the integration and application of operant resources in innovation
of both technology and markets. In this view, technological innovation is
the co-creation of new value propositions, or collective, combinatorial
evolution that leads to the generation of new, potentially useful knowl-
edge (i.e., operant resources). Market innovation, then, is driven by and
drives the development of new technologies, but also requires the ac-
ceptance of a value proposition aswell as the continued exchange, inte-
gration and application of a particular technology among multiple
actors, over time (i.e., institutionalization). In both cases innovation is
driven by the enactment of value-creating practices (institutionalized
activities) and the integration and application of operant resources
(Vargo & Akaka, 2012). However, these practices are enabled and
constrained by a multitude of higher-level social structures, or institu-
tions. This consideration of institutions as a primary resource for inno-
vation requires a deeper understanding of the role of institutions in
innovation to better inform how the integration of resources drives
both stability and change.

4.3. Institutions in innovation

As discussed, the conceptualization of service ecosystems (Vargo &
Lusch, 2011) broadens the dyadic views of interactions between firms
and customers, by emphasizing beneficially applied useful knowledge
(i.e., service) as the basis of technology, and by rejecting views of mar-
kets as relatively static, external entities in which value flows sequen-
tially from value-creating firms to value destroying consumers. In this
view, value is created through multiple levels of interaction: micro
(e.g., service encounters), meso (e.g., organizations, “industries,” and
brand communities) and macro (e.g., societal). However, these levels
are not fixed; rather they are relative levels of interaction (i.e., one
level is nested within another) that evolve and change over time
(Chandler & Vargo, 2011).

Atfirst glance, the conceptualization of service ecosystemsmight ap-
pear similar to a viewof innovation that centers on “loosely coupled sys-
tems of autonomous firms” (Dhanarag and Parkhe, 2006, p. 659) or “a
web of interactions among different actors and within a diverse eco-
nomic, social, political, cultural and geographical context” (Corasaro
et al., 2012, p. 782). However, S-D logic extends its view of value crea-
tion and innovation beyond network configurations and interactions,
and emphasizes the importance of institutions (Vargo & Lusch, 2011).
In particular, a service ecosystems view recognizes that institutions in-
fluence the interactions that contribute to the creation and evaluation
of value among multiple actors, even those that result in the rejection
of value propositions.

Furthermore, within service ecosystems, social contexts are com-
posed of networks of actors as well as the institutional arrangements –
i.e., sets of institutions that are nested in multiple levels of social



68 S.L. Vargo et al. / Industrial Marketing Management 44 (2015) 63–72
systems (Kiser & Ostrom, 1982) – that guide their actions and inter-
actions. Institutions, in particular, are seen as guiding forces of value
determination. However, within service ecosystems, institutional ar-
rangements intersect and overlap and often create conflicting views on
value and how value is derived. Because of this, the contextual and phe-
nomenological nature of value, value-in-context (Vargo & Lusch, 2008)
becomes a central aspect to value creation and a critical factor in
innovation.

This is because value co-creation is driven through resource integra-
tion and service exchange among multiple stakeholders, with varying
views on value (institutional arrangements), which determine what
works and what does not work (i.e., what is valuable and what is not)
(Lusch, Vargo, & O'Brien, 2007). It is through this iterative and dynamic
process, involving firms, customers and other actors, that institutionali-
zation (i.e., maintenance, disruption and change) of integrative, norma-
tive, and representational practices, and ultimately, innovation, occurs.
In other words, a service ecosystems view highlights the actions and in-
teractions that collaboratively contribute to value creation, including
those that help to maintain and change institutions. Furthermore, this
perspective emphasizes the social forces that govern those actions and
guide the development, integration and use of new technologies, as
well as the formation of markets. The convergence of emerging views
on technology and markets is outlined in Table 1, and a service ecosys-
tems view is presented to further integrate the two.

A service-ecosystems view integrates the idea of innovation as
“combinatorial evolution” (Arthur, 2009) with a view that “markets
are not, they become” (Kjellberg et al., 2012) by focusing on the integra-
tion of operant resources as the primary driver of the co-creation of
value and markets. In addition, by centering on the combinatorial evo-
lution of operant resources and institutions in innovation, this view
conceptually connects the centrality of knowledge in the technology lit-
erature (Arthur, 2009; Orlikowski, 1992), which has institutional roots,
with the importance of institutions (i.e., social technologies) (Nelson &
Nelson, 2002) in the formation and reformation (i.e., innovation) of
markets. This view explicates how the innovation of technologies and
markets is driven by collaboration in value creation and the integration
of operant (and operand) resources, as well as the formation and refor-
mation of institutions.

With regard to the online education example discussed above, a
service-ecosystems approach helps to elaborate the relationship be-
tween the development of value propositions and the co-creation of
markets. In this view, it becomes clear that the development of technol-
ogies, such as webinars, is driven by the application of knowledge and
skills regarding, among other things, higher education and information
technology. However, as mentioned, these technologies are not inher-
ently valuable. Rather, value is determined through the integration of
new technologies (e.g., webinars) with existing operant and operand
resources (e.g., knowledge of how to interact with online interfaces,
computers, laptops, etc). Importantly, in both the development and
use of webinars (or other online education tools), resources are inte-
grated by multiple actors and value is proposed and determined as
those actors draw on existing institutions (e.g., social norms) for how
higher education should be experienced.

In this view, it is the ongoingmaintenance, disruption and change of
institutions, what we describe as “institutionalization,” that drives
Table 1
Integration of emerging views on technology and markets.

Technology Markets

Source of innovation Useful knowledge Symbols, r

Process of innovation Combinatorial evolution Enactmen
Process of institutional
maintenance or change

Structuration Performat

Primary references Arthur (2009), Mokyr (2004),
Orlikowski (1992)

Kjellberg a
Venkatesh
innovation of both technology (i.e., potentially useful knowledge) and
markets (i.e., institutionalized solutions). Although the ecosystems ap-
proach outlined above emphasizes the critical role institutions play in
innovation, the way in which institutions are maintained and change
requires elaboration. In addition, further investigation regarding the
nested relationship between technological and market innovation is
also needed. The following sections extend an S-D logic, service ecosys-
tems approach to innovation by drawing on scholarly work on institu-
tions to elaborate the underlying process by which institutional
change takes place and, ultimately, market innovation occurs.

5. Institutionalization as a central process for innovation

The movement toward more deeply understanding the dynamic,
systemic and service-driven nature of innovation is “liable to lead to
nothing less than a widening or even complete reinterpretation of the
concept [of innovation] itself” (Coombs & Miles, 2000, p. 100). Along
these lines, we have outlined a service ecosystems approach to innova-
tion that refocuses the study of innovation on understanding how insti-
tutions are formed and reformed, or how institutionalization occurs.
Barley and Tolbert (1997) provide insight to the process of institution-
alization, which is based on Giddens' (1984) theory of structuration.
The authors draw on structuration theory and develop a framework
for institutionalization to better understand “the processes by which
existing institutions are maintained and modified.” Importantly, they
argue that the study of institutionalization requires “a conceptual
framework that specifies the relations between interactional episodes
and institutional principles” (Barley & Tolbert, 1997, p. 100). Although
structuration theory (Giddens, 1984) provides critical insights to how
practices contribute to the ongoing formation and reformation of social
structures (i.e., institutions) and systems, some argue that it lacks the
consideration of the dynamics of institutions (Sewell 1992) that is need-
ed to fully understand institutional change.

Institutional change is a central issue for innovation, because it ad-
dresses the issue of “how institutions influence actors' behavior but
also how these actors might, in turn, influence, and possibly change in-
stitutions” (Battilana, Leca, & Boxenbaum, 2009, p. 66). In this context, a
view of institutional change has emerged that focuses on the activities
of diverse, spatially dispersed actors and their involvement in the polit-
ical struggles and the interactions among them (Hardy & Maguire,
2008; Lawrence & Suddaby, 2006). This approach, termed institutional
work, expands the analysis beyond the creation of new institutions
(Lawrence, Suddaby, & Leca, 2009) by highlighting the influence of ac-
tors on purposefully, maintaining, and disrupting existing institutions.
Lawrence and Suddaby (2006) draw on the seminal research from
Giddens (1984), as well as DiMaggio (1988), Oliver (1991), and
Bourdieu (1977) to emphasize the idea that institutional work is con-
cerned not only with transformative action, but also with repairing
and concealing tensions and conflicts within and across institutions.
This approach is imperative for the study of innovation because it high-
lights the importance of institutional maintenance, as well as change.

Callon (1998), for example, highlights this importance of institution-
al maintenance, without explicitly using an institutional vocabulary, by
explaining that human actors can only function when certain options
have been eliminated and the range of options has been drastically
Service ecosystems

epresentations, meanings Service-for-service exchange (i.e., beneficially
applied useful knowledge and skills)

t of market practices Resource integration and value co-creation
ivity Institutionalization

nd Helgesson (2006),
et al. (2006)

Vargo and Lusch (2004, 2008, 2011)
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reduced. Thus, even seemingly constraining institutions (i.e., path de-
pendencies and lock-ins) always exhibit enabling properties, which
makes institutional maintenance an important component of institu-
tional change. It is important to highlight that practices that are pur-
posefully aimed at transforming and disrupting, as well as maintaining
institutions, are themselves institutionally embedded and therefore
rely on resources and skills that are specific to the social system or sub-
system in which they occur (Giddens, 1984; Lawrence & Suddaby,
2006). Asmentioned, in the example of online higher education, the de-
velopment of new technologies, such as webinars, is enabled and
constrained by existing educational institutions and through the appli-
cation of the knowledge and skills of actors who are familiar with nec-
essary resources for providing a particular type of education.

This view on institutional work helps to frame service ecosystems as
higher-order collectives whose practices are constructed and spatially
and temporally maintained through socio-technical processes of
human actors, and are best described as open systems with blurred
boundaries (Lawrence & Suddaby, 2006; Wieland, Polese, Vargo &
Lusch, 2012). More specifically, Lawrence and Suddaby (2006, p. 248),
suggest that institutions exist in nested systems “across many levels,
from micro-level institutions in groups and organizations that regulate
forms of interactions among members to field-level institutions, such
as those associated with professions or industries, to societal institu-
tions concerned with the role of family, the nature of gender and the
status of religion.” Stated differently, institutional arrangements, or inte-
grated clusters of institutions, influence and are influenced by the ongo-
ing value-creating actions and interactions amongmultiple actors. Thus,
it is often the intersection of diverse institutions – e.g., educational
norms and standards and prescriptions embedded in information tech-
nology – that contribute to both themaintenance and change of institu-
tions, and thus, innovation.

This section highlights research on institutions and institutional
change to show that the interconnected practices and processes of mul-
tiple actors drive the institutionalization (i.e., maintenance, disruption
and change) of new technologies in dynamic socio-technical systems.
In line with this shift toward social aspects of innovation, Coombs and
Miles (2000, p. 100) argue that “we are moving away from a model of
innovation that puts all the emphasis on artifacts and technological in-
novation; and toward amodelwhich sees innovation in terms of chang-
es in market relationships but with major artifact and technological
dimensions.” This view of innovation suggests that technological ad-
vancement is always embedded within dynamic social systems and
technological innovation can be considered as the “combinatorial evolu-
tion” of value propositions (Arthur, 2009), which are endogenous to the
formation and reformation of markets (Akaka & Vargo, 2013). The fol-
lowing section centers on the discussion ofmarket innovation to further
elaborate the relationship between technological and market innova-
tion and how institutionalization drives the ongoing emergence and
maintenance of new solutions.

6. Market innovation: the emergence and institutionalization of
new solutions

A service-ecosystems approach to innovation supports Orlikowski's
(1992) argument that technology is both an outcome and a medium
of human action. However, as stated, market innovation does not
automatically occur when actors (e.g., firms), or groups of actors
(e.g., innovation networks) introduce new ideas or products, but only
when new practices (i.e., solutions) become institutionalized. Zietsma
and McKnight (2009) describe this institutionalization process as a
non-linear process in which all actors engage in institutional work and
co-create institutions through multiple iterations of institutional devel-
opments until common templates emerge that reflect shared concep-
tions of problems and solutions. The proposed view of innovation is
based on Vargo and Lusch's (2011) normalized actor-to-actor (A2A)
view, which was introduced in this journal, and sheds light on how
markets form and reform, through technological advancements and
changes in integrative, normative, and representational processes and
practices embedded within service ecosystems.

Market innovation therefore involves the ongoing and systemic
maintenance, change, and disruptions of the institutional arrangements
that enable and constrain integrative, normative, and representational
practices. In this dynamic view, service ecosystems, with their overlap-
ping institutions, or institutional arrangements, need to be viewed as
the venues for enabling and constraining market innovation (Vargo &
Lusch, 2012). Loasby (2000), for example, describes institutions in the
context of innovation as “mixed blessings”. Service-ecosystems (includ-
ingmarkets) always possess path dependencies,which provide stability
through continuity and repetitiveness. However, at the same time, these
institutional arrangements also lead to problems and conflicts, through
their intra-institutional inconsistencies and contradictions. These con-
flicts propel the ongoing emergence of new value propositions and
drive the institutionalization of new solutions (i.e., market innovation).

In this way, value propositions are always the co-created outcomes
of systemic human action and market innovation is driven by the insti-
tutionalization – i.e., the continual application and redevelopment – of
those value propositions within and across ecosystems of service ex-
change. More specifically, value-proposing actors, based on their insti-
tutional arrangements and their competences (i.e., operant resources),
engage in institutional work by recombining or proposing not only
new integrative practices, but also new normative and representational
practices. Somewhat paradoxically, these value propositions are never
just aimed at institutional change, but also reflect the institutional
work of overlapping maintenance, and disruption components (Creed,
DeJordy, & Lok, 2010). As highlighted, the need for the maintaining ele-
ments in institutional change is often overlooked. However, without
them, institutional innovations could not achieve “a generalizedpercep-
tion or assumption that the actions of an entity are desirable, proper, or
appropriate within some socially constructed system of norms, values,
beliefs, and definitions” (Suchman, 1995, p. 574).

Whereas a newly established online university, for example, might
aim to create new practices by introducing online programs, that same
university alsomaintains institutional elements such as teachers, grades,
and degrees. Furthermore, a fully online university, at least partly, dis-
rupts the practices of using classrooms in brick-and-mortar universities.
After being proposed, value propositions are evaluated with the help of
combinations of existing institutions, including those that are prescribed
by the value proposing actor, and these institutionsmay enable and con-
strain the development of new value propositions — i.e., hiring firms
opting to hire graduates from online universities. In this way, reactions
or responses to new value propositions, or, lack thereof, influence the
further development of a new market. In order for market innovation
to occur, changes in practices and institutions (e.g., educational
standards and norms) must be integrated with other institutions
(e.g., prescriptions embedded in information technology) within a
wider service ecosystemand align, at least to someextent,with addition-
al institutions as well (e.g., student perceptions of higher education and
demands of hiring companies).

In this example, the distinction between “innovators” and “adopters”
becomes blurred as all actors similarly co-create value by enacting inte-
grative, normative, and representational practices and drawing on phe-
nomenological interpretations of value. By using their interpretive
flexibility, integrators of value propositions contribute to the ongoing de-
velopment of new value propositions by proposing modified integrative
practices based, similarly, on their own knowledge and institutional ar-
rangements. In this view, the processes of development and use associat-
ed with a particular value proposition contribute to technological
innovation and the emergence of potentially useful information. Howev-
er, market innovation requires further integration and continuous inter-
action among various actors (and their institutional arrangements) over
time. That is, even if webinars, for example, are useful for a select group
of actors (e.g., current college professors and students), unless this
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technology is perceived as valuable by a wider social group
(e.g., potential college students and employers) and new institutions
are formed (e.g., social norms supporting purely online education), mar-
ket innovation is constrained.

Consistent with the need to view markets as highly relational, this
view highlights a systemic process in which all actors engage in “ongo-
ing negotiations, experimentation, competition, and learning” (Zietsma
& McKnight, 2009, p. 145). For instance, a student rejecting the value
proposition from the online university in the example above also con-
tributes to institutionalization. This student, by choosing a traditional
university, might, at least partly, disrupt the legitimacy of online classes,
while, at the same time, might propose new, hybrid educational prac-
tices by supplementing his or her classeswith study guides and lectures
from YouTube and other online sources. Even a student who accepts the
value proposition of the online universitymight engage in institutional-
ization by ignoring certain properties of the value proposition (e.g., not
engaging in online discussions) or inventing new ones that may go be-
yond or even contradict designers' exceptions and inscriptions
(e.g., using the online class forum to promote unrelated ideas, encour-
aging or sanctioning others) (cf. Orlikowski, 1992). In other words,
even this student, based onhis or her useful knowledge, institutional ar-
rangements, and access to other heterogeneous resource bundles, ac-
tively participates in the shaping of integrative, normative, and
representational practices associated with online learning. Students,
teachers, university administrators, IT developers and other actors, in
our example, therefore all similarly negotiate their actions through on-
going socio-technical experimentation, competition, and learning.

Here, it is important to reiterate the need to view service ecosys-
tems, at least partly, as loosely coupled, interconnected, and nested.
“Any particular social structure is viewed not as an isolated, abstract
phenomenon but, rather, as part of a larger whole composed of mul-
tiple, interpenetrating social structures operating at multiple levels
and in multiple sectors” (Seo & Creed, 2002, p. 225). Benson
(1977) highlights that social structures, due to their loosely coupled
nature, are susceptible to incompatibilities both within and among
institutional arrangements. The institutionalization of new solu-
tions always involves the integration of multiple institutions and,
therefore, is always an ongoing process, since the social order pro-
duced in the process of social construction always creates new insti-
tutional contradictions, ruptures, inconsistencies, and
incompatibilities (Benson, 1977). Because of this, tensions, can sur-
face when one type of practice (e.g. the normative practice of using
YouTube lectures and study guides) rubs up against other practices
(e.g. the representational practice of only allowing sanctioned facul-
ty members and textbooks). In other words, markets are never
completely stabilized, but instead, the institutionalization of new
solutions is an ongoing process and markets are continually formed
and reformed.

In summary, we propose that a service-ecosystems view empha-
sizes the participation of systemic actors and the role of institutions in
innovation and market (re)formation. In this view, innovation can be
broadly conceptualized as the co-creation or collaborative recombination
of practices that provide novel solutions for new or existing problems
(i.e., the at least partial disruption of existing institutions). More specif-
ically, technological innovation can be considered as the co-creation of
new value propositions and market innovation can be considered as
the emergence and institutionalization of new solutions (i.e., the temporal
durability of new integrative, normative and representational prac-
tices). While the study of innovation networks has recognized the im-
portance of collaboration in innovation, especially in the industrial or
B2B marketing literature, we argue that only a systemic, reciprocal-
service, and co-creational model of innovation can provide a
transcending view that reframes the process of innovation from the de-
velopment of technology as embedded artifacts or products, to the co-
creation of new value propositions and the development of markets
as the institutionalization of new solutions.
7. Conclusion

In this article, we explore emerging viewpoints on technology and
markets and the importance of institutions in innovation. We argue that
a service-ecosystems perspective helps to integrate these views and iden-
tify institutionalization as a central process for the innovation of both
technology and markets. Thus, the underlying process by which techno-
logical innovation and market innovation occur is, ultimately, one and
the same. In this view, technological innovation is the combinatorial evo-
lution of useful knowledge, which is enabled and constrained by existing
institutions and influenced by the ongoing negotiation and recombina-
tion of overlapping institutions (i.e., social technology). In other words,
the development of a new technology includes a process of institutional
maintenance, disruption and change (i.e., institutionalization), which re-
quires the integration of existing technologies with existing institutions
and results in the development of new value propositions. Along these
lines, market innovation can be viewed as an extension of technological
innovation in that it results in a broader institutionalization of new solu-
tions. Both processes are driven by institutionalization, butwhereas tech-
nological innovation results in the development of a new value
proposition,market innovation results in the development of a new insti-
tutionalized solution. Furthermore, both processes are driven by the on-
going co-creation of value among multiple actors, within ecosystems of
service exchange. Importantly, as new solutions become institutionalized
they recursively contribute to the exchange of service and the co-creation
of value.

Foundational to this service-centered approach is the notion that
the integration and reintegration (combinatorial evolution) of
operant resources (useful knowledge) lie at the heart of technology
(Arthur, 2009; Mokyr, 2004; Vargo & Lusch, 2004). Using Orlikowski's
(1992) concept of the duality of technology, we argue that technology
and value propositions are always endogenous to markets. In this
view, technological advancements (i.e., the development of new value
propositions) are both an outcome and a medium of human action.
In other words, this service-ecosystems perspective allows re-
searchers to zoom out and viewmarket innovation and technological
innovation not as separate sequential processes, but rather, view the
innovation of both technology and markets as occurring through a
single, ongoing process of institutionalization. In this view, value
co-creation and innovation occur through institutional, combinato-
rial evolution in a massively collaborative, ongoing creation of new
institutional arrangements.

Importantly, this approach not only helps to consolidate the frag-
mented innovation literature by focusing on an underlying process of
technological and market innovation, but also broadens the scope of in-
novation to consider the ecosystemswithinwhich the generation of new
knowledge and markets occurs. Furthermore, this service ecosystems
perspective of innovation is based on an actor-to-actor approach that
not only removes the divide between “producers” and “consumers”
(Vargo & Lusch, 2011), but also blurs the divide between “innovators”
and “adopters.” Thus, through this lens, innovation is a collaborative pro-
cess, rather than an output, which always involves the participation of all
value co-creating parties and social, as well as technical, developments.
To varying degrees, market innovation is driven by institutionalization
of a technology, or a value proposition, which becomes integrated,
through institutionalization, into the fabric of a particular socio-
technical system, composed of rules, norms, values, meanings and
practices.

This consideration of the importance of institutions in ecosystems of
service exchange can provide vital insights into both technological and
the market components of innovation, and can capture the systemic
and relational nature ofmarket (re)formation. Importantly, a service eco-
systems perspective directs our attention to the institutions that guide in-
teraction among actors. Although we recognize a multitude of practices
and institutions within any given market, the discussion of practices in
markets and marketing (Kjellberg & Helgesson, 2007; Schau, Muniz, &
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Arnould, 2009; Warde, 2005), as well as value co-creation and innova-
tion, is in its infancy. The existing work on the role of institutions in mar-
kets has only begun to explicate institutionalization processes in socio-
technical and economic systems. The link between business models, for
example, and their embedded institutional prescriptions, and user sub-
scriptions needs a much deeper conceptual and empirical investigation.

Furthermore, the consideration of a service-ecosystems approach for
innovation emphasizes that themaintenance, disruption, and change of
institutions (i.e., institutionalization) are always co-creational processes
in which actors try to resolve the nested contradictions and inconsis-
tencies that are foundational to all institutional arrangements. However,
there remain many opportunities for the essential, deeper exploration
of how actors resolve these contradictions and inconsistencies. We be-
lieve that the linkages between, or relationships among, various levels
(micro, meso, and macro) of institutions are important components of
this exploration and therefore encourage both conceptual and empirical
investigations of these linkages.

Finally, this article suggests that traditional innovation approaches,
which center on the development of new products and corporate
processes, limit the understanding of the co-created, systemic, and dy-
namic nature of market innovation. As it relates to the study of innova-
tion, a service-ecosystems framework can be used to further develop
theories of entrepreneurship, such as effectuation theory (Read, Dew,
Sarasvathy, Song, & Wiltbank, 2009), and provide a revised outlook
formarketing strategy in general. The service-ecosystems view on inno-
vation provides an important avenue for reconsidering the purposes
and processes of marketing, from the management of firm activities in
existing markets (e.g., segmenting, targeting, and positioning) to the
maintenance, disruption and change of institutions and the continual
co-creation of new solutions.
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