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Abstract The rapid rise of powerful social customers has drastically changed the
e-business landscape. Social CRM (SCRM) emerged in late 2009 as an e-business
strategy for companies to enable customer relationship management (with social
customers) utilizing social technology. Despite the many applications that are
labeled as SCRM, there is a dearth of guidelines for SCRM design and develop-
ment. Many companies are trapped using social media as just another communi-
cation channel, and have naively applied traditional Electronic CRM (ECRM)
practices on social platforms based on a model of exchange that centers on goods
(e.g., goods-dominant logic or G-D logic), with value created by the firm and
relationship implying multiple transactions of value-laden output. G-D logic might
have served companies in the pre-Web 2.0 environment in which the interaction
with customers could be contained in one-to-one, closed, well-defined channels.
However, in a collaborative open, social environment in which interactions cannot
be contained and are often unpredictable, this firm-centric, transaction-oriented
approach is at odds with how social customers behave and expect, and therefore
becomes inadequate in fostering true relationships that cultivate devoted advocates
and brand co-creators. In this chapter, we offer an alternative logic called service-
dominant (S-D) logic for SCRM design to meet new challenges. S-D logic is based
on the reciprocal application of applied competences (service), which sees rela-
tionship in terms of co-creation of value. We argue that the S-D logic perspective
for SCRM is appropriate, if not essential. We offer S-D logic-informed strategies
for SCRM and next-generation CRM system design.
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1 Introduction

We are in the midst of a radical global technological and economic transformation.
The fast proliferation and wide-adoption of Web 2.0 technologies have given rise
to a new class of customers, called social customers. More than four in five US
online adults now participate socially. Facebook, founded in 2005, already has
more than 1 billion active users. Twitter, a micro blogging site, has close to 500
million registered accounts and 250 million active users. Social customers are
technologically empowered, digitally resourceful, and globally connected. They
can access large amount of information never imagined before by a quick finger
tap on their iPhones or a click on their iPad. They have digital ‘‘friends’’ or
‘‘circles’’ or communities with whom they can influence personally or get advice/
recommendation from or collaborate. They are more sophisticated, demanding,
impatient and fickle than ever before (Chen and Vargo 2008). The extent of their
power in the business ecosystem has become apparent, as evidenced by the
explosion of web-based reputation systems, and user communities. Many com-
panies see tremendous opportunities in harnessing the social technology to build
relationship with this new class of customers. As such, Social CRM (Customer
Relationship Management), or SCRM, has emerged in late 2009 and become the
latest chapter of Electronic CRM (ECRM) initiatives.

However, SCRM is yet to be fully utilized as a tool in improving customer
relationship—which is believed to eventually drive profitability—as companies
are still trying to understand this new type of customer and are adapting to the new
social commerce environment. The context of SCRM today is drastically different
from the pre-Web 2.0 era in many ways. In particular, the interaction space on
social media cannot be controlled by the firms as they did in the past with well-
defined, one-to-one channels, such as phone calls to call centers. There are no
more ‘‘channels’’ in social media, only touch points: Customers are interacting
with many companies and ‘‘friends’’ in different platforms simultaneously. Fur-
thermore, the speed of eWoM (word of mouth) is unprecedented: social customers
can become a firm’s free promoters or brand destroyers; their likes/dislikes can
spread virally and instantly. For example, a United Airline customer complaint
went viral on YouTube (titled ‘United Breaks Guitars’) and was estimated to have
cost the airline $180 million (Huffington post 2011). The fast real-time ripple
effect of brand damage raised urgent needs to address the challenges of SCRM
design and implementation.

Despite the many applications that are labeled as SCRM, there is a dearth of
guidelines for SCRM design and development (Greenberg 2010). Many companies
are trapped, using social media as just another communication channel, and have
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naively applied traditional ECRM practices on social platforms. This approach, if
oriented in what is called goods-dominant (G-D) logic (Vargo and Lusch 2004,
2008) is likely to be met with great disappointment. G-D logic refers to a design
foundation built upon the model of economic exchange, which views units of
output, embedded with value in the production process, as the central components
of exchange. This G-D logic design thinking is firm-oriented, transaction-based
and sees customers as an exogenous to the value-creation process. As such, firms
are ‘‘targeting,’’ ‘‘segmenting’’ and marketing ‘‘to’’ (instead of ‘‘with’’) the cus-
tomers. Customer loyalty is equivalent to repeat patronage in this G-D logic. This
G-D logic might have served companies in the pre-Web 2.0 environment where
the interaction with customers could be contained in one-to-one, closed, well-
defined channels. In a collaborative social environment, however, this firm-based,
transaction-oriented approach is at odds with how social customers behave and
expect, and therefore becomes inadequate in fostering true relationships that
cultivate devoted advocates and brand co-creators.

Changes in the social commerce context necessitate companies to expand their
thinking beyond the goal of optimizing a two-way relationship between an
enterprise and a customer (e.g., one-to-one interaction via closed, well-defined
channels) to include the simultaneous interactions that customers have among
themselves and with other companies including their competitor companies on
social platforms, which we term ‘‘many-to-many’’ interactions in the service eco-
system. Companies are required to think beyond customer satisfaction measures to
think about how to cultivate true value co-creators and advocates through reci-
procal relationships in this new SCRM environment. This calls for a different
perspective on SCRM design than the traditional firm-centric, goods-based logic.

In this chapter, we offer an alternative logic, called service-dominant (S-D)
logic, (Vargo and Lusch 2004, 2008) for SCRM design to meet these new chal-
lenges in the open, socially competitive environment. S-D logic calls for a genuine
reconnection to the original roots of CRM, focusing on the ‘‘C’’—Customer—and
the ‘‘R’’—Relationship. It also embraces a process orientation (‘‘service’’—the use
of one’s resources for another’s benefit), rather than an output orientation (‘‘goods
and services’’). It recognizes that all social and economic actors are resource
integrators and makes the customer endogenous to value creation by arguing that
value is always co-created with customers (and others), rather than unilaterally
created by the firm and then distributed. In a S-D logic perspective, relationship is
a characterization that captures the networked, interdependent, co-creative nature
of value creation through reciprocal service provision (Vargo 2009). This is pre-
cisely the perspective that is appropriate for SCRM development.

In what follows, Sect. 2 will first examine the new context of SCRM and its
differences from traditional ECRM, which motivates a different design thinking
from traditional G-D logic. Section 3 will compare G-D logic and S-D logic in
greater detail. In Sect. 4, we portray SCRM as transitioning from G-D logic informed
ECRM to S-D logic informed ECRM. Section 5 presents S-D logic informed system
design implications on SCRM development. Section 6 provides the conclusion of
the chapter and future research directions for SCRM system design.
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2 SCRM: The Changing Landscape

Social CRM, as the name implies, was broadly and loosely defined to integrate
CRM technology and social platform capabilities to engage customers and opti-
mize customer experiences to drive profitability (Greenberg 2010). Since its
conception in late 1990s, ECRM, or simply CRM, appeared to be at the core of
strategic initiatives for businesses to compete profitably (Chen and Chen 2004). It
is well-recognized as information-technology (IT)-enabled relationship marketing
(Ryals and Payne 2001). The premise of ECRM is that customer equity (Rust et al.
2004) is the key to increasing enterprise value and customer equity is a partial
function of customer relationships. Social CRM continues ECRM’s central prac-
tice of using IT to enable relationship management. It is also called CRM 2.0 by
some, mirroring its underlying technology—Web 2.0—which enables virtual
communities and collaboration on a scale never seen before.

2.1 Evolving SCRM

The differences between traditional ECRM and SCRM contexts and goals are
shown in Table 1 and described below. It is important to note that SCRM is a
continuous evolution of ECRM and that SCRM is still evolving.

Business Philosophy: SCRM continues the philosophy of ECRM to use IT to
enable customer relationship.

Technology Base: Traditional ECRM uses Web 1.0 technology in facilitating
customer relationship-building (e.g., to attract and retain profitable customers)
while SCRM is enabled by Web 2.0 technology.

Process: There are five broad technological ‘‘engines’’ used in a traditional
ECRM system including: information storage engine (database or data ware-
house), customer segmentation engine, personalization engine, multi-channel
broadcast engine, and transaction engine (Microstrategy 2001). These five engines
support four generic CRM processes (IDIC): Identification, Differentiation,
Interaction, and Customization (Peppers and Rogers 2004). The difference is that
in traditional ECRM the IDIC processes are internal, and transaction-based and
can be easily applied in well-defined, firmed controlled channels while SCRM has
dynamic customer-driven processes wherever touch-points the customers happens
to be active. For instance, a customer may complain about a brand on a blog, or
help solve another customer’s problem on Facebook through an iPhone app or may
provide a product review on YouTube.

Interaction place: Traditional ECRM typically engages customers in one-to-
one interaction via well-defined channels, such as email, phone calls, direct
marketing, a company website, or face-to-face in physical stores. In a SCRM
context, ‘‘many-to-many’’ interactions in the service eco-system are typical, where
customers simultaneously interact with many other customers and other companies
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(including competitor companies) on social platforms. As such, there are no well-
defined ‘‘channels’’ for interaction but dynamic, customer-driven touch-points
realized in social media.

Segmentation, Broadcast Message flow, Control: Traditional ECRM seg-
mented customers’ transaction data for campaigning/customization and broad-
casted messages from firms to customers including phone calls, email, TV ads;
these are pushed-based communications. A SCRM system does not usually seg-
ment customer data, as it is less meaningful or effective. In the SCRM context,
message flow is often pull-based, such as through a Really Simple Syndication
(RSS) feed or by having customers follow companies on Twitter or ‘‘like’’ com-
panies on their Facebook pages. The company is no longer in control of the
process; the social customers are:

Design/Analysis scope, Data Store, Data analysis: Traditional Analytical
CRM is based on advanced data warehousing and mining technology to offer a
360� view of customers (based on transaction data) that allows profiling, per-
sonalization, customization and making recommendations for cross- or up-selling.
These are subject-oriented techniques of data warehousing technology, in which

Table 1 Traditional ECRM vs. Social CRM

Traditional ECRM SCRM

Business philosophy IT-enabled relationship
marketing

IT-enabled relationship marketing

Technology base Web 1.0 Web 2.0; social technology
Process Transaction based: one-to-

one interaction
Interaction based: dynamic; many-to-

many interaction
Interaction place Defined channels: email,

phone calls, websites,
stores, etc

Dynamic customer-driven touch-points
realized in social media

Segmentation Traditional demographics NA
Broadcast message flow Push-based; inside-out Pull-based; outside-in
Control Firms Social customers
Design/Analysis scope Internal focus Company value chain
Data store 360� customer transaction

data
All interactions or conversations across

all touch points; user contributed
contents

Data analysis Subject-oriented analysis Network analysis
Metrics Transaction-based Interaction-based

Customer life-time value
(CLV)

Customer referral value (CRV)

Share of market Share of voice
RFM analysis measures Size and engagement of communities,

sentiment
Viral marketing NA Can easily develop a viral marketing

campaign
Crowd sourcing NA Integral part of SCRM strategy
Customer loyalty Static; repeated patronage Dynamic; eWoM; advocacy
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each item of customers’ transaction data can be a ‘‘subject.’’ Many systems for
personalization are in use for ECRM in general and SCRM as well but many more,
new analytical tools mining social data have been developed, combining web
crawlers technology and, for instance, deep packet inspection (DPI) of social
customers’ click stream behavior across all touch points at ISP levels. The data of
interest are not transaction-based only, they focus on customer network effects,
interactions, conversations, sentiment, advocate behaviors, customer contributed
content, etc.

Metrics: New metrics are being called for and are rapidly emerging. In tradi-
tional ECRM, quantitative measures such as Recency, Frequency, Monetary
(RFM) or Customer Lifetime Value (CLV) analysis based on transactional data are
common but these are not suitable for SCRM. SCRM is more interested in, for
instance, how influential a customer is among his or her community—Customer
referral value (CRV). Also of interest are share of voice, size and engagement of
communities, and sentiment (like or dislike). Many commercial SCRM technology
companies, such as IBM, now offer a range of new metrics (Forrester 2010).

Viral Marketing, Crowd sourcing, Customer Loyalty: Viral marketing
campaigns are easier to achieve with SCRM technology. Instead of, or in addition
to, repeat patronage, social customers provide electronic word of mouth (eWOM);
their advocating for a brand is viewed as a sign of customer loyalty. Crowd
sourcing strategies such, as collective product reviews and the creation of new
products, can be affected by SCRM technologies to achieve lower operation costs
and greater innovation for companies.

2.2 Need for a New Design Thinking

Although SCRM aims to foster outcomes from good relationship marketing
practices and the social technology provides ample opportunities for open dialogue
to engage and co-create with customers, many SCRM initiatives have nonetheless
fallen short. This is because some companies are unable to adjust their design
thinking for the new social, Web 2.0 context. There are two major reasons for this.

First, some companies see the new social platform as just ‘‘another’’ commu-
nication channel. We have seen that the one-to-one ‘‘channel’’ approach is at odds
with how social customers communicate and act in their networks. Without
changing their design thinking, the companies’ messages are pushed to customers
on social media, just like in traditional ECRM in the Web 1.0 era. The pushed
messages run the great risk of being perceived as lacking in perceived sincerity
(O’Malley and Mitussis 2002; Mitussis et al. 2006). Customers’ reaction on the
social world is unpredictable. For example, McDonald sent two tweets with the
hashtag ‘‘McDStories’’ to customers, which were hijacked by customers and the
messages were changed not in the way McDonald has expected or hoped for
(Huffington Post 2012). This firm-centric approach of pushing messages, grounded
in G-D logic, renders their SCRM efforts ineffective. This is because customers are
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not seen as value-creation partners; they are seen as outside the company and
processed as transactions, rather than cultivated for value-creating relationships.
Moreover, the perceived insincerity can spread virally and damage their brand
image more quickly and widely than ever before.

Second, many managers view SCRM, like traditional ECRM, as a technological
magic bullet that will dramatically improve their bottom line. ECRM has not been
the panacea that many had hoped (Kale 2004; Newell 2003). It is clear that IT does
not create relationships or customer advocacy. It is, arguably, a necessary condi-
tion, but not sufficient for ECRM or SCRM success. Despite the lessons from
traditional ECRM failures in past years, companies view SCRM as yet another
new technology to be implemented without fundamentally rethinking the ways
they do business in the new social commerce, multi-dimensional network context.

To take advantages of the new social technology, and thus to enable authentic
(social) customer relationship management, we believe that companies must
approach their design from a different perspective: away from G-D logic, and
towards S-D logic. We will more clearly discern the differences between G-D
logic and S-D logic in the next section and offer a S-D logic informed approach for
SCRM design in Sect. 4.

3 Service-Dominant Versus Goods-Dominant Logic

In this section, we will examine two fundamentally different perspectives on the
concept of service(s), which is at the heart of customer-centricity and relationship
(Berry 1983). In fact, the notion of customer relationships originated in service
marketing. One perspective views goods (tangible outputs embedded with value)
as the primary focus of economic exchange and ‘‘services’’ (usually plural) as
either (1) a restricted type of (intangible) good or (2) an add-on that enhances the
value of a good. Vargo and Lusch (2004, 2006) call this logic goods-dominant
(G-D) logic. Others have referred to it as the ‘‘neoclassical economics research
tradition’’ (Hunt 2004), ‘‘manufacturing logic’’ (Normann 2001), ‘‘old enterprise
logic’’ (Zuboff and Maxmin 2002), and ‘‘marketing management’’ (Webster 1992).

Irrespective of the label, G-D logic points toward using principles developed to
manage goods production to manage services and relationship ‘‘production’’ and
‘‘delivery.’’ That is, in G-D logic, services are intangible units of output and
relationships are defined in terms of repetition in selling these units to a given
customer. Thus, ECRM based on G-D logic becomes more of an operation-centric,
transaction-based, efficiency ‘‘machine’’ to process ‘‘customers’’ as ‘‘goods.’’

This G-D logic perspective predictably leads to relatively superficial attempts at
a ‘‘relationship,’’ such as addressing customers by name, personalizing written
communications, and cross selling, which, while a step beyond mass-marketing,
fall short of true relationship building. Thus, while these activities sometimes lead
to convenience-based repeat purchases, they often do not build emotional loyalty
with customers based on more effective value creation or co-creation.
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The second perspective of exchange and marketing considers ‘‘service’’ (sin-
gular)—a process of doing something for another party—in its own right, without
reference to goods, and identifies service as the primary focus of exchange activity.
Vargo and Lusch (2004, 2008) call this logic service-dominant (S-D) logic. S-D
logic is captured in the following 10 foundational premises (FPs):

• FP 1: Service is the fundamental basis of exchange. The application of operant
resources (knowledge and skills), ‘‘service,’’ as defined in S-D logic, is the basis
for all exchange. Service is exchanged for service.

• FP 2: Indirect exchange masks the fundamental basis of exchange. Because
service is provided through complex combinations of goods, money, and
institutions, the service basis of exchange is not always apparent.

• FP 3: Operant resources are the fundamental source of competitive advantage.
Goods (both durable and non-durable) derive their value through use—the
service they provide.

• FP 4: Goods are a distribution mechanism for service provision. The compar-
ative ability to cause desired change drives competition.

• FP 5: All economies are service economies. (Note that ‘‘service’’ is singular).
This is only now becoming more apparent with increased specialization and
outsourcing.

• FP 6: The customer is always a co-creator of value. This implies value creation
is interactional.

• FP 7: The enterprise cannot deliver value, but only offer value propositions.
Enterprises can offer their applied resources for value creation and collabora-
tively (interactively) create value following acceptance of value propositions,
but cannot create or deliver value independently.

• FP 8: A service-centered view is inherently customer oriented and relational.
Because service is defined in terms of customer-determined benefit and co-
created, it is inherently customer oriented and relational.

• FP 9: All social and economic actors are resource integrators. This implies the
context of value creation is networks of networks.

• FP10: Value is always uniquely and phenomenologically determined by the
beneficiary. Value is idiosyncratic, experiential, contextual, and meaning laden.

These FPs are extensively described elsewhere (Vargo and Lusch 2004, 2006,
2008); we provide only a brief summary here. As pointed out in FPs 1-5, goods
continue to play an important service-delivery role, at least in a subset of economic
exchange. As described in FP1, the most important foundational proposition of
S-D logic is that organizations, markets, and society are fundamentally concerned
with the exchange of service—the applications of competences (knowledge and
skills) for the benefit of a party. That is, service is exchanged for service; all firms
are service firms; all markets are centered on the exchange of service, and all
economies and societies are service-based. In contrast to implying the modification
of goods-based models of exchange to fit a transition to service, S-D logic provides
a service-based foundation based upon service-driven principles.
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As described in FP6-FP9, S-D logic recognizes that value is (co)created col-
laboratively, rather than being a property of goods that are created by the firm and
distributed to ‘‘consumers,’’ (value destroyers), as in G-D logic. Thus, the service
provided (directly or through a good) by the firm is only input into the value
(co)creating activities of the customer. As described in FP9 and shown in Fig. 1,
before value can be realized, that input must be integrated with other resources,
some of which are also obtained through the market and some of which are
privately (e.g., personal, friends, family) or publically (e.g., government) provided.

Thus, value creation is always an interactive process that takes place in the
context of a unique set of multiple exchange relationships. Hence, value creation is
mutual and reciprocal (i.e., service is exchanged for service), almost by definition.
That is, not only does the firm provide inputs for the customer’s value-creating
activities but the customer does the same for the firm, usually somewhat indirectly,
through money. But customers co-create value with firms in additional ways, such
as by enhancing brand and relationship equity for the firm, either directly through
their purchasing or indirectly, through influencing the attitudes, the making of
meanings, and the behavior of others toward the firm.

Most important to SCRM development, it is through interactive, collaborative,
unfolding and reciprocal roles in value co-creation that S-D logic conceptualizes
relationship. Co-creation and service exchange imply a value-creating relationship
or, more precisely, a complex web of value-creating relationships, rather than
making relationship an option. In S-D logic, this meaning of relationship is
punctuated in FP8. In the S-D-logic ecosystem view, actors are connected, directly
or indirectly, and become dependent and interdependent through a web of rela-
tionships that extend beyond traditional notions of the transaction and economic
exchange. Although disquieting to some, firm activity and value (co)creation must

Fig. 1 The S-D logic actor: Co-Creating through resource Integration & Service Exchange
(Vargo and Lusch 2014)
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be understood in the context of relationships among a complex web of actors
(customers, employees, suppliers and other stakeholders) that transcend transac-
tions (single or repeated). S-D logic, with its focus on relational, collaborative,
systemic value creation, driven by resource integration and mutual service pro-
vision, points toward the need to approach relationship management in terms of
dynamic service ecosystems (Vargo 2009), as depicted in Fig. 2. In this context,
firms and customers are both resource integrators involving service exchanges in
complex, multi-level networks.

Critical to SCRM implementation, at the very minimum, S-D logic suggests the
following transitional shifts to move from a goods focus to a service focus:

1. From thinking about the purpose of firm activity as making something (goods or
‘‘services’’) to a process of assisting customers in their own value-creation
processes.

2. From thinking about value as something produced and sold, to thinking about
value as something co-created with the customer and other value-creation
partners.

3. From thinking of customers as isolated entities, to understanding them in the
context of their own networks.

4. From thinking of firm resources primarily as operand—tangible resources such
as natural resources—to operant—usually intangible resources such as
knowledge and skills.

5. From thinking of customers as targets, to thinking of customers as resources.
6. From making efficiency primary, to increasing efficiency through effectiveness.

Fig. 2 Resource Integration & Service-for-Service Exchange within Service-Ecosystems (Lusch
and Vargo 2014)
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4 SCRM at a Cross Road

Table 2 summarizes the difference in influences on ECRM from these two dif-
ferent perspectives detailed in the previous section: G-D logic versus S-D logic.
SCRM is depicted to be at the crossroad of these two approaches: G-D logic
informed ECRM and S-D logic informed ECRM.

As summarized in Table 2, the major differences between G-D logic informed
ECRM and S-D logic informed ECRM are in the strategic orientation, data or
information scope, value definition, relationship base, process, product/services,
and system design focus. In most deployments of the G-D logic based ECRM,
social or emotional engagement is exploited for near-term financial gain, whereas
a central implication of a S-D logic perspective of ECRM is that the creation and
maintenance of the ‘‘relationship’’ might be as important as the creation and
maintenance of financial transactions. The S-D perspective understands customers

Table 2 G-D logic informed ECRM versus S-D logic informed ECRM

G-D logic
informed
traditional
ECRM

SCRM at a cross road S-D logic informed next
generation ECRM

Strategic Orientation • Firm-centric • Firm-centric • Customer-centric
• Operation-

centric
• Operation-centric • Customer as a partner
• Conversation-centric • Value co-creation

• Resources integration
• Relationship and

emotional experience
Data scope Customer

transaction
data with the
firm

Interaction in social
media with the firm
and other firms

• Customer in his/her
context, networks

• Interaction & feedback
in service ecosystem

Value • Firm produced Co-production • Co-creation
• Value in use• Value in

exchange • Value in context
Relationship base • Repeat

patronage
Social interaction

‘‘friends’’
• Value co-creation
• Positive experience

• Output-
production
orientation

• Reciprocation

Process Discrete
transaction

Discrete transaction
with interface with
customers’ social
networks

Customer’s and firm’s
and partner’s or
competitor’s
processes integrated

Product/service Mass-
customization

Value-added services Operant resources

System design focus Efficiency Efficiency Efficiency through
effectiveness
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as active participants in complex, dynamic service eco-systems; it broadens the
scope of customer data collection, views customers as resources, and taps into
customers’ networks for co-creation of value.

G-D logic informed ECRM only recognizes interactions by individuals in their
role as customers, and only within the firm. In this view of ECRM, the data typically
available to the firm is limited to transactions and communications between that
firm and its customers. Yet, a customer will usually transact with multiple firms in a
given industry. Previous ECRM system efforts do not incorporate details of
transactions that a customer might have had with a firm’s competitors. Even for
operation-centric purposes, this lack of data severely limits a firm’s portfolio of
strategies for interacting with customers and the comprehensiveness and precision
of the firm’s suggestions and advice to customers. In a social commerce environ-
ment, S-D logic points out the importance of understanding customers in their own
context and in their own network, not just within the value chains of the firm.

G-D logic informed ECRM has almost exclusively focused on integrating
internal processes for the customers as opposed to S-D logic informed ECRM’s
inclusion of relationships with suppliers, competitors, intermediaries, as well as
non-market-facing resources—public, personal, etc. SCRM helps to learn more
about social customers and to increase utilizing social media to interact with
customers in real time. Based on G-D logic, however, SCRM will actually expose
the companies to more risks: risks of losing their customers as their expectations
have dramatically changed. The interaction with customers has become more
dynamic and customer/crowd behaviors have shown to be unpredictable in new
social network environments.

G-D logic informed ECRM systems are generally concerned with emphasizing
firm goals and profiling customers for retention and cross selling, rather than being
concerned with customer desires. By contrast, S-D logic informed ECRM is highly
customer-centric and can utilize systems, technologies, and processes to improve
the customer’s experience with the company, a practice conventionally referred to
as Customer experience management (CEM). The aim is to manage the devel-
opment of relationships with customers which evolve from their positive experi-
ence to loyalty and then to advocacy (Smith and Wheeler 2002).

To understand the differences in the two approaches to ECRM, it is useful to
distinguish among the concepts of value-added, co-production, and value co-cre-
ation (see Table 2). The value-added perspective suggests that value is embedded
in the firm’s output and is thus independent of the customer’s perceptions of value.
This is clearly the G-D perspective. Co-production refers to participation in the
core good (if any): product ‘‘finishing’’, product/service design and development
using lead users, existing product/service adaptation based on customer feedback,
mass customization, open community ideation for product design and development
(Woodruff and Flint 2006). S-D logic informed ECRM is centered on customer-
centric value co-creation—value-in-use and value-in-context (see FP1 and FP6)—
which captures the fact that value creation occurs as the customer integrates firm
resources with personal and other market-facing resources (FP9) and is therefore
uniquely and experientially determined by the customer (FP10).
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As already noted, developments in social technology have increased the salience
of customer power. Customers now have vast social and economic networks,
through which they are empowered by new opportunities for value creation and that
they can use as for peer-to-peer influence (e.g., through wikis, blogs, social net-
works, virtual communities, etc.). Thus firms have new opportunities to involve
customers and their ‘‘networks’’ as resources and collaborators in value creation,
but only if they look beyond the customer as a (possibly repeat) purchaser of firm-
created value. To capitalize on these opportunities, we argue that the S-D logic
perspective for SCRM is appropriate, if not essential. The S-D logic perspective
creates new challenges for SCRM development, including system design issues and
new metrics for capturing the value of the firm to the customer and the customer to
the firm. These and related issues are discussed in the following section.

5 S-D Logic Implications for SCRM System Design

S-D logic has the potential to influence SCRM design in a profound way while
posing many design challenges that go beyond the traditional system-development
scope. FP6, FP7, FP8, FP9 and FP10 have a direct impact on all phases of system
development from requirements specification to implementation. System designers
and IS researchers are challenged to develop new design methods for SCRM from
the S-D logic perspective. We discuss design implications from each of the FPs.
Traditional and S-D logic influenced ECRM system design is compared in
Table 3.

FP6 (the customer is always a co-creator of value) challenges the theories
and practice of system design by moving from viewing customers as external
entities of the ‘‘system’’ to including customers as an integral part of the value co-
creation ‘‘system’’. Note that the newer ‘‘agile’’ system development methods have
included customers as part of the project team, they are, at best, seen as ‘‘co-
producing’’, but not yet value co-creating. The view of the role of customers has
also changed from static to dynamic and thus traditional segmentation and pro-
filing techniques will have difficulty being effective in the new business envi-
ronment as mentioned in the previous section. Importantly, the design extends
‘‘one-to-one’’ (one firm to one customer) (Peppers and Rogers 2004) customer
modeling and analysis to ‘‘many-to-many’’ (many firms to many customers) (e.g.,
Gummesson 2006), or network-with-network (Vargo et al. 2008) design, in which
the firm’s networks (including competitors) and the customers’ networks are
modeled and analyzed. This can be compared to the traditional IDIC processes
where needs are identified based on the static perspective of customers: the firm
tries to ‘‘identify’’ known or latent needs and desires of customers through
requirements solicitation techniques such as interviews, surveys and observations.
Customers are then differentiated by needs and economic values. By way of
contrast, a S-D informed ECRM (or SCRM) system design implies modeling both
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Table 3 Traditional versus S-D influenced ECRM system design

S-D logic FP Traditional ECRM design S-D informed ECRM
(or SCRM) design

FP 6: The customer is always a
co-creator of value

• One to one design • Many-to-many design
• Customer as external

entities
• Include customer competencies

and networks
• Strict system boundary;

static view of users/
customers and
interaction process

• Fluid system boundary; dynamic
service adaptation for
customers

• Single-view of customer,
focus on firm’s processes

• Focus both firms’ and customers’
processes and others

• Requirements relatively
well-defined

• Analysis of the entire customer
network

• Shared information among
customers, firms and networks

• Some requirements unknown
FP 7: The enterprise cannot

deliver value, but only offer
value propositions

• Value presumed by firms • Value in context
• Firm internal process

integration
• Internal & external process

integration in the customer’s
context

• Value configuration from
firm’s resources

• Dynamic value configuration
with customers’ network and
supplier chains

• Firm propositions as part of
customer’s value creation

FP 8: A service-centered view
is inherently customer
oriented and relational

• Treat repeat patronage as
relationship

• Treat relationship as core process
in value creation

• Shorter term economic
benefit/value/
profitability
measurement

• Longer term customer advocacy
measurement; customers and
their networks are co-creators
of the brand

FP 9: All social and economic
actors are resource
integrators

• Firm competency and
resources

• Including both firm’s and
customer’s competencies and
resources for value co-creation• Relative fixed design

outcome or service
innovation

• Dynamic integration for
personalization; end-to-end
process integration

• Capability of emergent outcome
or unexpected service
innovation

FP 10: Value is always
uniquely and
phenomenologically
determined by the
beneficiary

• Metrics: value assumed
pre-determined
(disconfirmation-based)

• Metrics for emergent concept of
(co-created) value

• Value measurement needs to be
capture intangible, experiential,
contextual, meaning-laden
quality of interaction (dynamic)
at each touch point

• People, process, product (service)
are integrated for each
interaction
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the customer’s and the firm’s competency and networks as well as the firm’s
competency and network to allow for dynamic service adaptation.

FP9 (all social and economic actors are resource integrators) influences
ECRM design to view the firm’s value propositions in terms of operant resources,
which serve as inputs for customers’ value-creating processes through resource
integration. That is, firm resources (including those created by integrating firm
network resources) and customer resources are dynamically integrated by the
customer with other customer-accessible resources to co-create value. Unexpected
service innovation is thus, not only possible, but likely. This extends the resource-
advantage theory of competition (e.g., Hunt 2004) beyond the firm’s resources and
requires arraying customer resources in the ‘‘value configuration.’’ This is con-
siderably different from traditional ECRM design methods, which are often more
goal-oriented and have a desired ‘state’ of outcome, and challenges SCRM
designers to model emergent outcomes and be able to cope with the indeterminate
design outcome.

Consistent with FP9, FP10 (value is always uniquely and phenomenologi-
cally determined by the beneficiary) implies the need for SCRM metrics based
on emergent concepts of value, rather than metrics based on predetermined value
standards (e.g., disconfirmation models). That is, value is always idiosyncratically
determined by the customer; it is experiential, contextual, and meaning-laden and
requires metrics compatible with the phenomenological nature of co-created value.
It thus suggests that for SCRM, evaluation research needs to be extended beyond
customer satisfaction and service quality measures. FP10 also suggests that the
internal and external link between people, process and products/services must be
integrated and adaptive to allow positive experience of dynamic value co-creation.

In sum, due to the rise of social customers and constant technological advances,
a S-D informed ECRM (or SCRM) system design requires a change in strategic
focus and a departure from traditional system design thinking. It needs to facilitate
resource integration from both the customer’s and the firm’s perspectives and
needs; the resources to be included may be in the firms’ and/or the customers’
networks. This heavy emphasis on resource integration across firm and customer
boundaries requires a new technological capability of dynamic resource discovery,
decomposition, and re-composition (Chen 2008). New methods are needed for S-D
informed SCRM design, e.g., the many (firms) to many (customers) model. Net-
work-to-network ‘‘touch points’’ modeling is needed to capture the process of
knowledge sharing and interaction to create customer experiences. The S-D
informed SCRM model calls for new technology and strategy in integrating cus-
tomers’ processes with the firm’s business processes in a service ecosystem. What
is important is that the process integration is to assist in the customer’s value
creation process; the focus is on value ‘‘in-use’’ or ‘‘in context,’’ not the product or
the firm’s value proposition. New metrics for co-created value need to be devised.
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6 Conclusions

Facing ‘‘formidable’’ social customers, companies are forced to rethink their
ECRM design in general and SCRM design in particular. SCRM emerged only
recently, in late 2009, and many people today are still defining what SCRM is even
though some already believe that SCRM has become mainstream (Forrester 2010).
Despite the fact that concepts appeared in emerging SCRM definitions (Greenberg
2010) are seemly S-D logic friendly such as customer engagement, customer
experience and advocacy, some companies have continued approaching SCRM
implementation with G-D logic, rendering their efforts ineffective.

This chapter contributes to examine the new social commerce open environ-
ment context for SCRM development as opposed to the traditional closed world of
pre-Web 2.0 era for traditional ECRM development. We reviewed the 10 foun-
dational premises (FPs) of S-D logic and point out the fundamental difference in
the two approaches–G-D logic versus S-D logic–to ECRM design. We have shown
that SCRM is at the cross-road of the two approaches and urge companies to shift
their design thinking from a goods- and transaction-based, firm-centric model of
exchange and marketing, in which value is created by the firm and delivered and
where ‘‘relationship’’ means repeat patronage, to a true relational, customer-centric
model in which value is created collaboratively and relationship is based on
reciprocal service provision. We explained how S-D logic provides fundamental
principles from which SCRM and next-generation ECRM systems can be devel-
oped. Design implications from each of the FPs of S-D logic on SCRM have been
discussed.

S-D logic informed system design represents a shift in logic for ECRM design
in general and SCRM design in particular. Traditionally, IS designers are trained to
focus on ‘‘value propositions’’ of the firms instead of ‘‘value co-creation.’’ At best,
‘‘co-production’’ with customers has been considered in design methodologies
such as Joint Application Design (JAD) and Rapid Application Development
(RAD) and, more recently, in agile methods in which customers’ elusive
requirements are solicited and modeled through an iterative design process that
can incorporate customer feedbacks (Jaworski and Kohli 2006). The focus of these
design methods is still largely coming from a G-D-logic—that is, ‘‘services’’ as an
extension of a product or a different type of product. Product focused design treats
customers as isolated entities and neglects customers’ resources for collaborative
value co-creation. Therefore, S-D logic informed ECRM design should closely
examine social customers in their own context and their own networks, understand
relationship-building in a multi-level service ecosystem and consider resource
integration from various entities (customers, firms, suppliers, and their networks)
for value co-creation. We caution that social technology emphasized in SCRM is
simply a technology and its strategic use should be guided by the value co-
creating, relational S-D logic or its use would easily fall under firm-centric, output
production or transaction-based G-D logic.
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A simple shift in perspectives results in a fundamental rethinking of system
design and challenges the traditional ECRM or IS design methods for SCRM
development. This chapter calls for future research on open, adaptive service
ecosystem, e.g., Ultra Large-scale Systems, crowd-sourced, edge-dominant
Metropolis Systems (Kazman and Chen 2009), in addressing the new issues posed,
including, to name a few, modeling and measuring customer competency in par-
ticipating in value co-creation, modeling and network analysis of many-to-many
interaction in social media, customer experience design for value co-creation in
service ecosystem, dynamic process modeling for value co-creation, and adaptive
service-oriented design methodologies for SCRM development.
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