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Abstract 

Service-Dominant (S-D) logic suggests mutual strategic benefit for all actors of the 

value network (Vargo & Lusch 2016). However, theoretical reasoning lacks empirical 

validation of S-D logic implications for performance indicators as well as customer 

experience. First step in operationalization of S-D logic was undertaken by Karpen et 

al. (2012; 2015). The model nevertheless grasps dyadic relationship of company and 

customer, while S-D logic theory requires zooming out interactions to the level of 

multiple actors. Thus, to ensure multi-actor resource integration external environment 

has to be added. Additionally, sustainability concerns nowadays gain growing attention, 

which urges companies to reckon with environmental and societal issues to achieve 

strategic benefit.    

The present paper aims at empirical testing of an extended framework of S-D 

orientation 2.0. Incorporation of Sustainability Interaction capability into the 

operational model proposed by Karpen et al. (2011) is expected to strengthen 

association between S-D orientation and customer-related indicators.  

The study is designed as quantitative explanatory research based on survey via 

questionnaire in the context of Ikea furniture retailing. Hypotheses to examine 

relationship between variables S-D orientation 2.0 and customer-related indicators are 

based on the S-D logic theory and research of Karpen et al. (2015).  

Hypotheses testing empirically supports the previous research regarding importance 

of S-D orientation in predicting customer-related indicators. Besides, S-D orientation 

2.0 has superior fit over the previous model, which is explained by additional factor. 

Sustainability interaction as an additional value co-creation capability significantly 

influences market performance indicators, since corporate activities towards society 

and environment influences customer connection and loyalty to the company.  

The research has both theoretical and practical implications. From theoretical 

perspective the research further develops middle-range theory for abstract S-D logic 

framework by translating its premises into service-driving skills of company to co-

create value in conjunction with customers. The contribution of the study is in 

inclusion of external environment, which ensures complexity of interactions between 

multiple actors, through sustainability interaction capability. Service-driving skills in 

form of corporate capabilities provide managers with practical guideline to improve 

customer experience and perception. Strategical implementation of interaction 

capabilities has a positive influence on customer-related indicators, while sustainability 

interaction capability enhances trust, affective commitment and repurchase intention. 

Thus, implementation of S-D orientation capabilities with reckoning sustainability 

issues provides companies with competitive advantage. 

Keywords Service-dominant logic, Service-dominant orientation, Value co-creation, 
Sustainability, Value co-creation capabilities, Trust, Affective Commitment, Perceived 
Value, Repurchase Intention.  
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1. Introduction  

Within today’s ever changing business environment, companies are always 

striving for new ways to interact with their customers, resulting in added value 

for themselves and their customers (Karpen et al. 2012). One way that ensures 

that facilitation of this interaction, is through applying service dominant (S-D) 

logic into a company’s operations. Vargo and Lusch (2016) describe S-D logic 

as a dynamic, continuous narrative of value co-creation, through resource 

integration and service exchange. 

The problem remains that companies are searching for practical ways in order 

to use S-D logic within their operations. Karpen et al. (2012) realised this 

dilemma and created a conceptual model called S-D Orientation, a model 

designed with the intention of facilitation of understanding of which interaction 

capabilities enhance value co-creation between companies and customers, thus 

giving companies practical applications of S-D logic. However, Vargo and 

Lusch (2016) argue that S-D logic is positively affected by the inclusion of 

multiple-actors, which includes greater emphasis on external aspects. One 

concept which appears to adhere to satisfying these criteria is sustainability.  

Sustainability’s importance has gained increased momentum within the context 

of business over the previous years. In a broader context, Sachs and Pan (2015) 

describe sustainability as a company’s attempt to strive towards improvement 

in world economy, global society and physical environment. Brundtland et al. 

(1987) describe that a company must act within a way of making developments 

that ensure the meeting of present needs without compromising the needs of 

future generations. In addition to this, Majerova (2015) explains that with 

environmental thinking, an aid in the creation of competitive advantage and 

strengthening of a company’s social commitments is created. Due to the need 

of having multiple actors , with an inclusion of the external environment  to 

better represent S-D logic, plus the need to fulfil a company's moral order, the 

addition of a ‘sustainability capability’ to the conceptualised S-D Orientation 

model proposed by Karpen et al. (2012), resulting in the creation of an improved 

conceptual model (S-D Orientation 2.0), would further the study of S-D logic 

by discovering whether the addition of external aspects, would improve the S-

D Orientation model. 

1.1. Problem discussion 

The identified research gap is based around the fact that the current model that 

has been proposed by Karpen et al (2012) relates to connecting value-co 
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creation to customers and other network partners. However, the empirical data 

represents that the model expresses only that of a simplistic interaction between 

companies and customers. According to Vargo and Lusch (2016) S-D logic 

extends focus of value creation with a greater emphasis on multiple actor 

resource integration. This requires information regarding external environment. 

This represents the problem that will guide the research, due to the fact that the 

model proposed by Karpen et al (2012) lacks the external information needed 

in order to represent multiple actor resource integration. Thus, the current 

research paper aims at discovering whether through addition of empirical data 

collection that the concept of sustainability extends knowledge of the proposed 

model by Karpen et al. (2012).  

Anton et al. (2004) state that companies are beginning to improve their 

sustainability efforts due to increased customer demand and competitive 

advantage experienced from a consideration into sustainable practices. Bonn et 

al. (2016) support the notion of a company’s sustainable thinking having an 

impact on competitive advantage as they state a strong correlation exists 

between company’s perceived environmental impact and positive behavioural 

intention of the consumer. Anton et al. (2004) also claims deriving externally, a 

further motivation that exists for a company to improve their sustainable 

development practices is due to a mixture of commercial and regulatory 

standards which guide a company’s environmental action. Anton et al. (204) 

state that companies participate in voluntary environmental initiatives to: reduce 

costs and increase efficiency, avoid or delay regulatory action, gain competitive 

advantage, enhance or reinforce a positive favourable image within marketplace, 

coordinate with pressures imposed by clients and suppliers and finally to comply 

with demands from environmental groups. 

Tee et al. (2007) agree that regulation drives environmental action. However add 

that the justification that many companies (who initiate sustainable practices) 

have regards their own stance for sustainable development lies within a sense of 

responsibility and consideration into that of future generations. 

1.2. Purpose and research questions 

The present paper aims at empirical testing of an extended framework of S-D 

orientation 2.0. Incorporation of Sustainability Interaction capability into the 

operational model proposed by Karpen et al. (2011) is expected to strengthen 

association between S-D orientation and customer-related indicators.  
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While according to the previous model value is co-created in direct interaction 

between company and customer, the new capability attempts to zoom out the 

process to multi-actor resource integration. This approach corresponds S-D 

logic theory when value is co-created in networks involving multiple actors 

(Vargo & Lusch 2016). One dimensional model can provide poor elaborated 

guidelines for managers in implementation of S-D orientation. Thus, this thesis 

develops practical interpretation of S-D logic that is based on corporate 

capabilities that facilitate value co-creation in conjunction with customers 

(Karpen et al. 2012).  

To involve multiple actors in value co-creation process Peñaloza and Mish 

(2011) observe management practices, which integrate environmental and social 

resources. Importance of environmental issues in customers’ decision-making 

forces companies to integrate sustainable strategies to gain competitive 

advantage (Lacoste 2016). The concept of sustainable value co-creation 

attempts to enhance S-D logic middle-range theory by sustainable service to 

improve service proposition (Lacoste 2016). Lacoste (2016) summarizes 

sustainability is incremental component in value co-creation process.  

The research enhances middle-range theory that provides a solid foundation for 

S-D logic importance, which still remains mainly theoretical. Empirical 

investigation of the S-D orientation capabilities is complemented by 

multidimensional perspective on value co-creation. The research links S-D logic 

theory with corporate performance by giving rational explanation of S-D 

orientation impact on customers-related indicators.  

Verification of S-D logic as a marketing approach can give managers a guideline 

to implement customer-oriented capabilities in strategy. The model 

acknowledges customers as key value co-creator and ensures involvement of 

customers in contributing own well-being. Hence, customers benefit from 

integration of S-D oriented strategy in business activities. Besides, recognition 

of customers’ preoccupations in environmental and social issues positively 

influences assessment of experienced value. Consequently, businesses gain 

competitive advantage from better understanding of value creation and 

customer behaviour. Corporate performance is expected to grow as higher level 

of customer-related indicators is achieved.  

In empirical investigation of S-D orientation capabilities the emphasis is placed 

on retail context exemplified by Ikea retail stores. The choice of company is 
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justified by company’s strategy in creating customer experience inclined towards 

S-D logic perspective in value co-creation (Edvardsson & Enquist 2011). 

The following research questions are addressed in the research:  

RQ1. Is there significant difference in fit between S-D orientation 2.0 and 

previous model?  

RQ2. How is sustainability interaction capability associated with customer-

related indicators? 

RQ3. How is S-D orientation 2.0 associated with customer-related indicators? 

To answer the research questions the thesis is organized in following chapters. 

First, after the introduction to the research problem and purpose, review of S-

D logic theory is provided. This chapter connects S-D logic framework with 

sustainability literature. In the following chapter existing S-D orientation model 

is enhanced with additional service-driving capability derived from sustainability 

components. Further, hypotheses aimed at linking S-D orientation 2.0 and 

customer-related indicators are developed.  Next chapter describes the research 

design, methods and data collection. Moreover, reflections on ethical aspects as 

well as reliability and validity issues are provided. Further, the chapter 5 covers 

results of statistical testing that are analysed and discussed in the following 

chapter. Finally, the summary of the key findings along with discussion of the 

implications and limitations is provided.  

  



12 
 

2. S-D logic and Sustainability  

2.1. Fundamentals of S-D logic 

Introduction of S-D logic into marketing shifts the spotlight from goods to 

service as a common denominator of any economic activities (Vargo & Lusch, 

2004). Service-based marketing approach acknowledges service as an utmost 

exchange basis enabled via application of operant resources to create own 

benefit or benefit of others (Vargo & Lusch 2008). However, S-D logic do not 

suppose substitution of goods by service (Vargo & Lusch 2006), on contrary 

commodities remain an important tool of economic relationships aimed at 

delivering service indirectly (Vargo et al. 2008).   

S-D logic is customer-centric (Vargo & Lusch 2004) and humanistic (Williams 

& Aitken 2011) marketing approach. Value chain tracked from suppliers to end-

users, who assumed to be a destroyer of value embedded in goods (Ramirez 

1999) is evolved into interaction process with customer (Gummerus 2013). 

Value cannot be delivered by individuals but co-created, while beneficiary takes 

part in this process (Vargo & Lusch 2016a). At the same time, the strict 

differentiation of provider and beneficiary was superseded by neutral concept 

of actors (Vargo & Lusch 2011), which supposes complex relational networks. 

In course of interaction within the networks, actors co-create value, while 

simultaneously contributing to well-being of counterpart through exchange of 

operant resources (Vargo & Lusch 2016a). Thus, customers and companies 

have equal economic importance, since both of entities are seen as economic 

and social actors who integrate resources with purpose to create value (Vargo 

& Lusch 2016b).  

Instead, provider makes a value proposition (Vargo & Lusch 2016a) and further 

facilitates value co-creation (Grönroos 2011). Though value is co-created 

reciprocally (Vargo & Lusch 2008), evaluation of value is individual process that 

defined experientially in process of usage (Vargo & Lusch 2004; Vargo et al. 

2008). Value determination likewise interactions occurs beyond dyads in 

resource integrating networks (Vargo & Lusch 2016b). Thus, the value uniquely 

depends on life context and can be versatile for various actors in relation to the 

perspective. Contextualization takes place on several levels (Chandler & Vargo 

2011) in relation to the number of participants and linkages between them, i.e. 

dyads on micro-level and combination of networks on meta-layer. Network 

actors, who linked by service-for-service exchange, perform resource integrating 

activities with the purpose to contribute individual and collective well-being 
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(Vargo & Lusch 2016b). Meta-layer represents service ecosystems, i.e. “relatively 

self-contained, self-adjusting system of resource-integrating actors connected by 

shared institutional arrangements and mutual value creation through service 

exchange” (Vargo & Lusch 2011). Institutions as “rules of the game” (Vargo & 

Lusch 2016) create the context for service exchange and regulates resource 

integration within the conventional limits, and therefore determine perception 

of value by individual actors.  

In contrast to service logic, which claims co-creation is strategic option to join 

value-generating process along with customers (Grönroos 2008), co-creation 

within S-D logic as stated in FP6 has multi-actor nature (Vargo & Lusch 2016). 

Any interaction between company and customers results in co-creation of value. 

Therefore, managers to gain strategic advantage over competitors acknowledge 

the role of customers in value creation and further involve them in co-creation 

of own experience (Karpen et al. 2015). Besides, as a facilitator of value creation 

(Grönroos & Gummerus 2014) company can enhance value proposition tools 

via better understanding of individual desire of customers thereby their 

experiences and well-being in general are improved. Thus, from strategical point 

of view companies emphasize on the resource integration and customer 

interaction processes rather than on tangible products. 

2.2. Sustainability and S-D logic 

Dynamic service ecosystems serve as straightforward framework for 

environmental sustainability, while multi-stakeholder focus of S-D logic refers 

to social sustainability (Vargo & Lusch 2016b). Service is not limited by human-

made world but comprehends natural world (Löbler 2017). Value creation is 

enabled by interaction of natural ecosystem and human-based ecosystem, which 

includes business and societal service systems (Matthies et al. 2016). Since 

service offerings with value maximization purpose imply utilization of natural 

resources, service exchange influences natural ecosystem and its well-being 

(Matthies et al. 2016). Integration of natural and social resources aimed at own 

benefit causes externalities on costs of other parties (Peñaloza & Mish 2011). 

Therefore, multidimensional approach to value creation between 

interdependent ecosystems refers to sustainable development strategy in 

addressing environmental impact and trade-offs between parties (Matthies et al. 

2016). Consistency with S-D logic on example of Triple Bottom Line companies 

suggests to treat social and natural environments as actors instead of seeing 

them as material providers (operand resources) or capabilities (operant 
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resources) (Peñaloza & Mish 2011). Consequently, to achieve corporate goals 

company has to integrate resources in cooperation with social and natural 

environments, and thus, compromise own interests (Peñaloza & Mish 2011).  

Value is always co-created by multiple actors (Vargo & Lusch 2016a), while 

environmental and societal ecosystems represent actors on different contextual 

levels. Value proposition according to Frow and Payne (2011) takes place within 

multiple stakeholder marketing system. Collaboration between stakeholders 

requires sustained relationship and transparent dialogue through effective 

knowledge exchange to create mutual benefit (Frow & Payne 2011). However, 

co-creation of value in complex systems involves tensions between stakeholders 

and externalities (Abela & Murphy 2008; Frow & Payne 2011; Matthies et al. 

2016).  

Abela and Murphy (2008) propose S-D logic to eliminate compartmentalization 

of ethical issues from business strategy. Though S-D logic implies no clear 

ethical statements, foundational premises of S-D logic implicitly incorporate 

them. Since value cannot be delivered (FP7) but can be co-created through 

cooperative effort (FP6), while operant resources provide strategic benefit 

(FP4), actors are expected to demonstrate transparency and trust towards each 

other. Moreover, FP8 requires establishment of sustained relationships between 

actors with focus on beneficiary, who actively participates in exchange process 

(Vargo & Lusch 2004). Thus, S-D logic mitigates tensions between multiple 

stakeholders by bringing company, customers and non-customer actors 

together vie integration of ethical and business issues (Abela & Murphy 2008). 

Reciprocity of value co-creation requires joint effort of multiple stakeholders in 

maintenance of sustainable relationships (Williams & Aitken 2011). 

Marketing ethics within S-D logic consider social world as an active value co-

creator along with customers and firm (Williams & Aitken 2011). Activities of 

company addressed towards customers are reflected in societal life. Value is 

contextual and experiential (Vargo & Lusch 2008) but consequences of 

corporate activities for society and environment influence determination of 

value by customers. Value-in-impact is a dynamic component of value-in-use 

that describes perception of positive and negative impacts of human activities 

on ecosystem services (Matthies et al. 2016). Perception of adverse effects on 

ecosystem service is related to the increased awareness and environmental 

concerns of beneficiaries (Matthies et al. 2016). Since value is determined 

phenomenologically by beneficiary, whilst ecological and social impact of 

service provision is an integral part of experience, firms need to acknowledge 
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complexity of value co-creation (Matthies et al. 2016). This facilitates increase 

of corporate value via customer equity and reputation as well as enhancement 

of relationship with various stakeholders (Abela & Murphy 2008).  

Another way that sustainability can be related to the concept of value co-

creation is through changes in strategic thinking. Cherubini et al. (2015) argue 

that changing focus from product based strategies to greater emphasis on 

service thinking that greater sustainability capabilities can be achieved. 

Cherubini et al. (2015) expand on this notion by claiming that shifting this focus, 

changes the relationship with customers by companies being able to provide 

service solutions to customers opposed to selling products. Cherubini et al. 

(2015) relate this to sustainability by claiming that upon desires of customers for 

sustainable development, these solutions are able to be based on sustainability 

elements. 

Löbler (2017) suggests sustainable marketing to support ongoing character of 

exchange and change of resources throughout service systems. Idea of 

sustainable value co-creation emphasizes on the role of sustainability in service 

exchange between supplier and customer networks (Lacoste 2016). Interaction 

of customer and supplier networks aims at understanding behaviour and 

awareness level among customers first and further addressing those 

expectations through delivery of sustainable service (Lacoste 2016). As a result 

of sustainable value co-creation perception of value is enhanced, since 

sustainable performance increases benefits received by actors (Lacoste 2016).  

2.3. Sustainability  

The concept of sustainability has a large number of definitions, making it hard 

to pinpoint an exact explanation of the concept. Due to this several definitions 

from prominent research undertaken in the field of sustainability will be 

included.    

Landrum and Edwards (2009) explain that due to the increasingly fragile state 

of planet Earth, the role of businesses in shaping our ecological future has 

become increasingly important. This brings about the importance of the 

concept of sustainability. Sachs and Pan (2015) address this issue within their 

research by discussing a concept that is strongly correlated to sustainability and 

that is sustainable development. Sachs and Pan (2015) describe sustainable 

development as a concept with staggering relevance to the age that we live in, 

as a method of understanding the world and a way to consider solutions to 
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global issues. To define sustainable development a prominent definition that 

has been relevant for the past 25 years is proposed by Brundtland et al. (1987) 

which states that sustainable development is the ability to make sustainable 

developments to ensure meeting of our present needs without compromising 

abilities of the future to meet their needs. Although The Brundtland report is 

prominent within the context of research in sustainability it is also over 25 years 

old, making it seem in a way outdated. Holden et al. (2014) have revisited this 

research and put a modern edge on the previous research. Holden et al. (2014) 

explain that since the writing of the Brundtland report that the complexity of 

the definition of sustainable development has increased dramatically, so much 

in fact that cannot be used as a guide to policy making. However, Holden et al. 

(2014) agree that the concept of sustainable development still must be thought 

of as incredibly important. Holden et al. (2014) believe that the Brundtland 

report should be looked upon in regards to assessment of sustainable 

development. Holden et al. (2014) discuss how four primary dimensions 

mentioned within the Brundtland report help to define indicators of sustainable 

development, which are: safeguarding long term ecological sustainability, 

satisfying human basic needs, promoting intragenerational and intergenerational 

equity.   

Deriving from different definitions, plus the fact that a modern definition of the 

concept of sustainability needed to updated, Sachs and Pan (2015) present the 

definition that satisfies modern day alterations to the concept. This definition is 

that sustainable development is the attempting to understand the interactions 

of three complex systems, the world economy, the global society and the earth’s 

physical environment. Penaloza and Mish (2011) exemplify this concept in their 

selection of businesses to aid in outlining how value is created in Triple Bottom 

Line firms, which is explained as firms that strive for economic, environmental 

and social sustainability.  

In relation to the importance of companies considerations of sustainability 

many research articles have discussed in great detail the advantages of 

considering sustainability into businesses operations. Suchard and Suchard 

(1994) explain how within the mid 1990’s, when their research paper was 

undertaken that companies started to realise the impact that their operations 

were having on the environment. Suchard and Suchard (1994) expand on this 

notion by outlining that even back in 1994 there was an agreeance among top 

managers within different companies that the pollutants produced by 

companies and energy consumption needed to be reduced for the sake of 
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continuation of the planet. Aside from the factor of businesses sustainability 

efforts positively affecting the planet, there is also benefits that directly affect a 

company that partakes in sustainable practices. Cherubini et al. (2015) 

emphasise that due to environmental concern, new markets are being created to 

account for these increased customer concerns, which in turn means that a 

company is able to take advantage of these concerns by dominating these new 

markets. Suchard and Suchard (2015) agree with points raised regards new 

market creation due to environmental concern and believe that companies 

should utilise these new markets which will help them to gain new customers 

by considering sustainability. Additionally, Majerova (2015) believes that 

through a company improving of its eco-performance that a positive correlation 

is experienced in regards to buying behaviour of customers. 

Although there is little information on sustainability’s importance to value 

creation within a customer context, Lacoste (2016) tells about the importance 

of sustainability as an aspect to value co-creation in business-to-business (B2B) 

companies. Lacoste (2016) explains that there has arisen a new trend of 

“servitisation” within the business-to-business industry, which is leading 

manufacturers to combine products and services. Lacoste (2016) emphasises 

that sustainability leads companies to change their marketing strategies and to 

offer sustainable services, the most important being the service of creating 

awareness with end users and promoting understanding that influences defining 

of a sustainable service, for which the B2B customer will become a value co-

creator.  

Lacoste (2016) identifies that the nature of sustainable value co-creation fits into 

two categories.    

1. Sustainability being at the core of value creation. Since customers are satisfied with 

increased sustainable benefits, since services aid in the achievement of 

targeted sustainable performance whether it be through cost reduction or 

increased sales efficiency. 

2. Sustainability is one important element of value creation. Within integration of the 

supply chain: services integrate sustainability within a new process, for 

example outsourcing of implementation of supply chain approach. 
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3. Enhancing S-D orientation framework 

3.1. S-D orientation 

Vargo and Lusch (2016b) suggest ability of firm to ensure continuous and 

cooperative relationships with other actors as a success factor of S-D logic. 

Consequently, the strategic choice lays in the activities aimed at facilitation of 

better value co-creation. Since the source of strategic benefit is related to 

application of operant resources (Vargo & Lusch 2016a), corporate operant 

resources as competences and knowledge can be developed to ensure successful 

collaboration between actors.   

When it comes to specific competences that companies implement to gain 

competitive advantage, Karpen et al. (2012) propose co-creation capabilities that 

together form applicable in practice interpretation of S-D logic, i.e. S-D 

orientation. S-D orientation refers to the set of service-driving skills employed 

on strategic level and thus reflected in organizational behaviour (Karpen et al. 

2012). According to Karpen et al. (2012) S-D orientation is comprised of six 

strategic capabilities that facilitate co-dependent resource integration and 

reciprocal value creation.  

Strategic capabilities that constitute S-D orientation are derived from basic 

assumptions of S-D logic and aimed at interpretation of the theoretical 

framework into strategic business logic (Karpen et al. 2012).   

1. Individuated interaction refers to an effort of company to understand resource 

integration process in general and individual needs specifically. The 

capability stem from the statement that all actors including beneficiary co-

creates value, while provider makes value proposition (Vargo & Lusch 

2016a). Individuated interaction implies comprehension of customer’s 

behaviour to provide value offer that meets expectations and requirements 

of individual customer. Besides, as a result companies can provide assistance 

to customers in improving own well-being. Karpen et al (2012) discuss 

necessity in individual solutions rather than segment-based marketing, since 

the value determined phenomenologically (Vargo & Lusch 2016a).  

2. Relational interaction concerns emotional aspect of everyday communication 

between company representatives and customers. The service-centred view 

is beneficiary oriented and relational (Vargo & Lusch 2016a). Hence, firm as 

an actor who makes value proposition facilitates positive interpersonal 

interaction to encourage customers to become an active value co-creator via 
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transactional and non-transactional behaviour (Karpen et al. 2012). The 

capability acknowledges dialogue between actors as an important marketing 

practice to create desirable psychological environment (Karpen et al. 2012). 

3. Ethical interaction is related to organizational ability to demonstrate 

transparent and non-opportunistic way that defies deception, frauds etc. 

towards customers. Since in value co-creation customers are as important as 

company, companies are expected to treat customers as service partners 

(Karpen et al. 2012). Besides, reciprocity of service exchange aimed at value 

co-creation requires cooperation and ethical approach (Frow & Payne 2011). 

Williams and Aitken (2011) claim ethical issues are tacit for S-D logic. Thus, 

ethical practices has strategic importance for benefit of both actors.   

4. Empowered interaction is determined by company’s ability to involve customers 

in shaping service exchange. New understanding of value that is co-created 

by multiple actors, changes the role of customers who integrate operant 

resources on par with firms (Vargo & Lusch 2004). Since customers already 

have necessary skills to apply in usage of purchased goods and services to 

create value for themselves (Grönroos 2008), companies can engage them 

in co-creation of value in a way of co-production and co-design. Karpen et 

al. (2012) mention increasing demand for individual solutions, which 

requires customers’ involvement in contribution to own experience.  

5. Developmental interaction based on the ability of company to enhance 

customers’ skills by sharing knowledge and information. Operant resources, 

i.e. knowledge and skills, are crucial in gaining strategic benefit and 

strengthening competitive advantage (Vargo & Lusch 2008; Vargo & Lusch 

2016a). Both actors possess certain degree of competences to make a value 

proposition and efficiently integrate those operant resources. Therefore, 

sharing of knowledge via open and honest dialogue is integral part in value 

co-creation (Frow & Payne 2011). 

6. Concerted interaction assumes coordinated and coherent interaction with 

customers. S-D logic supposes all actors simultaneously integrate resources 

and take part in value co-creation (Vargo & Lusch 2008; Vargo & Lusch 

2016a). Thus, efforts of different actors in service ecosystem need to be 

incorporated via mechanisms that facilitate transparent interaction among 

actors with clear defined roles (Lusch & Nambisan 2015). To ensure 

effective integration of operant and operand resources possessed by both 

company and customers synchronizing service platforms are required 

(Karpen et al. 2012).  
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Strategic capabilities transform abstract theory of S-D logic into testable middle-

range theory that provides practical guideline aimed at collaborative value co-

creation. S-D logic conceptualization is built on the assumption that operant 

resources are fundamental for achieving strategic benefit (Vargo & Lusch 

2016a). Six capabilities with emphasis on interactions and joint integration of 

operant resources try to bring individual value creation activities together to 

ensure mutual advantage. Karpen et al. (2012) claim capabilities enhance market 

orientation since firm recognizes customers as major co-creator of value and, 

therefore, as a source of operant resources. Eventually open dialogue facilitates 

information flow between two parties, hence both actors learn from each other 

and improve resource deployment (Karpen et al. 2012). Further empirical 

research proved those capabilities positively influence market and financial 

performance indicators of companies (Karpen et al. 2015).  

The initial model claims to be related to value co-creation in alliance with 

customers and other value network partners (Karpen et al. 2012), however, 

empirical testing comprehends dyadic interaction. According to the model value 

co-creation is enabled by direct interaction narrowed down to communication 

between company and customer, while S-D logic zooms out value co-creation 

to multi-actor resource integration (Vargo & Lusch 2016). Thus, model lacks 

external environment to ensure complexity of interactions. Instead of 

investigating dyadic relationship the network system is required. Dynamic 

system in S-D framework refers to service ecosystem of various actors making 

value preposition and exchanging services via institutions and institutional 

arrangements (Vargo & Lusch 2011). Sustainability as an additional capability of 

the company can enrich the model, which requires external actors to reflect 

axioms of S-D logic. Hence, sustainability in strategic thinking because of its 

focus on the well-being of all service system participants can involve other 

actors to complement dyadic interaction as one of the service-driving 

capabilities. 

3.2. Sustainability Interaction Capability 

S-D orientation consists of the interaction capabilities that facilitate 

involvement of customers in value co-creation (Karpen et al. 2012). However, 

with the aim to further develop middle range theory of S-D logic another 

capability has to be added. Since sustainability is an integral though implicit 

aspect of S-D logic, S-D orientation lacks a capability that can relate sustainable 

development strategy and value co-creation with extended range of value 
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network actors. Therefore, the new capability with regard to sustainable 

development and sustainable value co-creation is elaborated. 

Holden et al. (2014) identifies, deriving from The Brundtland Report four 

primary dimensions of sustainable development: 

1. Safeguarding long term ecological sustainability- The Brundtland Report states that 

sustainable development must not endanger the natural systems that support 

life on Earth: The atmosphere, the waters, the soil and the living beings. The 

Brundtland Report argues that sustainable development requires the 

conservation of plant and animal species. 

2. Satisfying basic human needs. Holden et al. (2014) cites satisfying basic human 

needs as the core of the development part of sustainable development. The 

Brundtland Report mentions employment, food, energy, housing, water 

supply, sanitation and health care as human basic needs. However Holden 

et al. (2014) believe sustainable development as meeting basic needs for all 

and giving everyone the opportunity to satisfy their aspirations. 

3. Promoting intragenerational and intergenerational equity. Holden et al. (2014) 

explain how many scholars only emphasise the importance of physical 

sustainability. However The Brundtland Report explains how sustainable 

development thinks about sustainability in regards to our generation but 

generations of the future. One quote sums up the argument nicely. “We act 

the way that we do because we can get away with it. Future generations do 

not vote, have no political or financial power, they cannot challenge our 

decisions”.  

Other secondary dimensions are presented preserving nature’s intrinsic value, 

promoting protection of the environment, promoting public participation, 

improving aspirations for a better standard of living. 

Sustainable development embraces various aspects related to human activities 

in social, natural and economic ecosystems. As a business paradigm sustainable 

development consists of economic, social, environmental and ethical 

responsibilities (Park et al. 2016). In the light of the current preoccupations with 

environmental issues environmental responsibility seems to be paramount for 

sustainable development. Environmental responsibility has significant effect on 

performance indicators, as corporate competitiveness, customer trust and 

satisfaction (Park et al. 2016). Social responsibility is proved to be the most 

important factor for customer satisfaction, since it creates positive attitude 

towards the company (Park et al. 2016). Economic responsibility despite being 

less important in shaping customer satisfaction contributes to the success in 
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competitive environment since corporate competitiveness increases as a result 

of improved service quality and value (Park et al. 2016). The last component is 

ethical responsibility, which in comparison with ethical interaction capability 

embraces larger groups of people through universal values and moral. Ethical 

responsibility improves competitiveness and loyalty intentions (Park et al. 2016). 

Altogether, the responsibilities reflect sustainable development strategy of the 

company that is addressed towards customers via influencing economic, natural 

and social ecosystems. Thus the responsibilities can be consolidated into 

sustainability interaction capability within the S-D orientation framework.  

 

Figure 1. S-D Orientation 2.0. 

Altogether capabilities proposed by Karpen et al. (2012) with addition of 

sustainability interaction capability enhances original model to Service-

Dominant Orientation 2.0 (Figure 1).  

3.3. Hypothesis development  

Enhancement of the existing model via additional capability is expected to 

approximate S-D orientation to the S-D logic theoretical framework, since the 

model reckons with multi-actor value co-creation, when various ecosystems are 

involved. Sustainability issues are tacit for S-D logic, however, they were 

neglected in previous research of Karpen et al. (2015). The following hypothesis 

is aimed at comparison of original and enhanced models: 

H1. There is a significant difference in fit between S-D orientation 2.0 and 

previous S-D orientation model. 
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The way company deals with environmental issues can provide competitive 

advantage and improve economic performance (Zhu et al.  2013). Tang et al. 

(2012) conclude environmental management positively influences corporate 

reputation and causes customer satisfaction, which in turn increases sales and 

market share. Sustainable development in form of business strategy positively 

influences customer satisfaction and trust (Park et al. 2016). Thus, the following 

group of hypotheses are suggested: 

H2. Sustainability interaction capability has positive effect on customer 

perceived value. 

H3. Sustainability interaction capability has positive effect on customer trust. 

H4. Sustainability interaction capability has positive effect on customer’s 

affective commitment. 

H5. Sustainability interaction capability has positive effect on customer’s 

repurchase intention. 

S-D orientation focuses on participation of customers in value co-creation 

through empowerment, involvement and interaction quality (Karpen et al. 

2012). Thus, S-D orientation implemented in corporate strategy increases 

customer satisfaction and repurchase intention, since: 1) customers become an 

equal resource integrator in value creation process, 2) customer can control the 

process of benefiting own well-being in service exchange, 3) positive experience 

influences co-created value. Additionally new developed interaction capability is 

expected to enhance the impact of the whole S-D orientation on customer-

related indicators. The following hypotheses will test influence of S-D 

orientation 2.0 on customer perceived value, trust, affective commitment and 

repurchase intention.  

H6. S-D orientation 2.0 has positive effect on customer perceived value. 

H7. S-D orientation 2.0 has positive effect on customer trust. 

H8. S-D orientation 2.0 has positive effect on customer’s affective 

commitment. 

H9. S-D orientation 2.0 has positive effect on customer’s repurchase intention. 
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4. Methodology 

This study aims at the empirical investigation of the framework of S-D 

orientation 2.0. The present chapter describes research strategy, study design 

and data collection and analysis methods that are necessary for explanation of 

the relation between S-D orientation and customer-related indicators. The 

methodological aspect of the research is presented through quantitative study 

based on questionnaire. Quantitative study facilitates obtaining data in relation 

to the variables to define association between them. Thus, in the following 

sections the reasons for the selected methods are explained. Hence, the current 

research designed as a survey to gather data among Ikea customers via 

questionnaire. The choice of the company and description of the sampling 

strategy is justified. In addition reflections on ethics and trustworthiness of the 

research are provided. 

4.1. Research strategy  

This study aims at empirical testing of an extended framework of S-D 

orientation. Test attempts to explain the association between S-D orientation of 

company, which is enhanced by sustainability interaction, and customer-related 

indicators.  

As the objective of the study is to extend the conceptual model provided by 

Karpen et al. (2015) with the addition of a sustainability interaction capability, a 

quantitative research method is chosen. According to Karpen et al. (2015) 

within their research paper that they were the first to demonstrate empirically 

the strategic relevance of S-D orientation and therefore S-D logic on business 

performance. Amaratunga et al. (2002) claim that quantitative approach to 

research stems from strong academic tradition that holds considerable trust in 

numbers, that go on to represent opinions or concepts. Since Karpen et al. 

(2015) used quantitative research to discover the customer perceptions on 

different S-D orientation capabilities, so it was important for the authors of this 

research paper to use the same research method. 

For the quantitative study of the relationship between S-D orientation and 

customer-related indicators operationalization of the concept is required 

(Bryman et al. 2011). First, the model that explains causality of independent 

variable, i.e. S-D orientation, and dependent variables, i.e. customer-related 

indicators is operationalized. Further, influence of independent variable on 

dependent variables is hypothesized. Deriving from the rich theoretical 
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framework of S-D orientation and sustainable development there is no necessity 

in generation of new theory. On contrary, the literature lacks empirical support 

for S-D orientation as a corporate strategy. Besides, the quantitative study has a 

goal to empirically relate S-D orientation and sustainability concerns. Thus, 

testing association and causality between variables through hypotheses has a 

deductive nature. Deduction of the hypotheses from the theoretical framework 

of the study is a main step of quantitative research (Bryman et al. 2011).  

The study has a nature of explanatory research aimed at understanding the 

nature of relationships between several variables (Ekinci 2015): S-D orientation 

capabilities and customer-related indicators. The design of the research attempts 

to collect the data on more than one case and at a single point in time to obtain 

quantitative data in connection with two or more variables that are examined to 

detect patterns of association (Bryman et al. 2011). The researchers chose 

explanatory design as the need for gaining insight into a variation of different 

customers’ reception to be able to see how effective the different capabilities 

are to an array of different customers to make inferences. The research is 

designed as an explanatory study in form of the survey to collect data via 

questionnaire regarding S-D orientation capabilities. Within the current research 

explanatory study investigates group of customers to understand whether their 

experience and behaviour is caused by S-D orientation of company. Correlation 

between variables will support the hypotheses that sustainability interaction 

capability as well as overall enhanced model influences customer-related 

indicators.   

The chosen context for the study is furniture retail and more specifically the 

Swedish furniture retailer Ikea. Ikea (2017) describe themselves as a large 

furniture retail chain that aims at optimising their value chain. Ikea (2017) also 

state that they do not only consider their vision to be all about home furnishings 

but aim to improve the lives of people who are affected by their company. Since 

this vision is an example of “sustainable development”, Ikea seemed a 

reasonable choice for the company of interest for the research. Karpen et al. 

(2015) state that retail is an important industry in regards S-D orientation since 

retailers vary in how they prioritise and leverage their service capabilities. Since 

Ikea is a major retailer, the choice of this company in the current research was 

only made stronger. Another reason Ikea is chosen as the centre of the current 

research is due to the popularity of the chain, indicating awareness. For example 

Ikea (2017) cite that 1.9 Billion visited Ikea worldwide in the financial year of 

2015. 



26 
 

Ikea is a service-oriented company, which uses tangibles as a service platform 

in value creation (Edvardsson & Enquist 2008). Edvardsson and Enquist (2011) 

conclude Ikea has recognized necessity in adopting of new S-D logic 

perspective. Besides, Ikea demonstrates commitment to sustainability principles 

in various aspects: renewable energy, waste recycling, safety of raw materials, 

children rights etc. (Ikea 2017). Thus, company emphasizes on innovations to 

create value for customers and society. 

The service culture of Ikea involves stakeholders’ interaction to ensure positive 

customer experience. Value is co-created by customers via individual solutions 

and self-service technologies, while assessment of value is influenced by 

experience (Edvardsson & Enquist 2011). 

4.2. Operationalization  

Operationalization of S-D orientation proposed by Karpen et al. (2012) is based 

on organizational capabilities aimed at facilitation of service-driving interactions 

with other value network partners. Four items per each of the S-D orientation 

capability was selected according to the factor loading and goodness of fit 

measurements (Table 1).  

Table 1: S-D orientation. 

S-D orientation capabilities Construct items of S-D orientation 
capabilities 

Individuated interaction 
an effort to understand customer needs and 
to provide individual solutions 

Make me feel at ease during our dealings  

Try to establish rapport with me 

Encourage two-way communication with me 

Show genuine interest in engaging me 

Relational interaction 
emotional aspect of everyday 
communication between company 
representatives and customers 

Do no try to take advantage of me 

Do not pressure me in any way 

Do not mislead me in any way 

Do not try to manipulate me 

Ethical interaction 
to trust and transparency that defies 
deception, frouds etc. towards customers 

Make an effort to understand my individual 
needs 

Are sensitive to my individual situation 

Make an effort to find out what kind of 
offering is most helpful for me 

Seek to identify my personal expectations 

Empowered interaction 
customers involvement in finding the 
solutions for own needs 

Invite me to provide ideas or suggestions  

Encourage me to shape the service I receive  

Provide me with control over my experience 

Let me interact with them in my preferred 
way 
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Developmental interaction 
the ability to enhance customers’ skills by 
sharing knowledge and information 

Work together seamlessly in servicing me 

Act as one unit when dealing with me 

Provide messages to me that are consistent 
with each other 

Ensure they have smooth procedures for 
interaction with me 

Concerted interaction 
coordinated and coherent interaction with 
customers 

Share useful information with me 

Help me to become more knowledgeable  

Provide me with the advice I need to use their 
offerings successfully 

Offer expertise that I can learn from 
 

The objective of the current paper is to enhance existing operationalization of 

Karpen et al. (2012) by considering implicit premise of S-D logic that was 

disregarded previously. Operationalization and validation of S-D orientation 

begins with development of additional capability of company that comprises 

sustainability concerns. Business paradigm for sustainable development consists 

of corporate responsibilities are identified as key components of sustainability 

management (Park et al. 2016). Consistency of sustainability development 

strategy depends on company’s ability to contribute to societal and 

environmental well-being as well as its economic situation (Park et al. 2016). 

Sustainability development as a business strategy emphasises on environmental, 

social, economic and ethical responsibilities, while the last responsibility refers 

to moral values of the company to protect human right in non-discriminatory 

way (Park et al. 2016). Park et al. (2016) suggest that responsibilities help to 

increase customer trust and customer satisfaction.  

The items on measurement level are adopted from the research of Park et al. 

(2016) (Table 2). Each of the responsibilities that comprise sustainability 

interaction consist of three measurement items, which were proved to be valid 

via Cronbach Alpha and CFA tests with factor loading over 0.7.  

Table 2: Sustainability Interaction Capability. 

Sustainability Interaction (SI) 

Environmental 
Responsibility 

Are interested in the activity of protecting the environment. 

Make a significant effort to provide eco-friendly services. 

Make a significant effort in protection of the environment. 

Social  
Responsibility 

Support sporting activities and cultural events 

Encourage its employees to participate in volunteering activities 
in local communities 

Attempt to participate in collaborative work with local 
communities and schools 
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Ethical 
Responsibility 

Encourage fair trade and follows the related rules 

Make notable effort to protect customer’s private information 

Make a significant effort to maintain social morality 

Economic 
Responsibility 

Have sustainably attempted to improve its service quality. 

Contribute to the national economic development by creating 
more value.  

Make a significant effort to create new jobs.  

To identify whether environmental involvement level among customers have an 

impact on customers’ perception of S-D orientation the additional factor is 

integrated in the model. Environmental involvement is a degree to which 

individuals evaluate importance of environmental issues (Cho 2013). The 

difference in environmental involvement can be reflected in customers’ 

estimation of S-D orientation capabilities and further decision-making. 

Involvement in environmental issues influences customers’ behaviour in 

relation to purchase intention (Stanley & Lasonde 1996). Various levels in 

environmental involvement can result in discrepancy in the customer 

experiences of organizational S-D orientation. The measurement items of the 

additional variable “Environmental Involvement” are taken from Cho’s (2013) 

research. 

Table 3: Environmental Involvement Items.  
 
 

Environmental Involvement 

I am concerned about the environment 

The condition of the environment 
affects the quality of my life 

I am willing to make sacrifices to protect 
the environment 

My actions impact the environment 

The items of observed variable “sustainability interaction” represented by 

corporate responsibilities along with existing capabilities help to measure 

independent latent variable “S-D orientation”. Thus, the measurement model 

comprehends interaction capabilities that supposed to assess S-D orientation of 

the company. The second part of the framework (Figure 2) is a structural model 

that establishes relationship between S-D orientation and dependent latent 

variables of customer experience. The proposed model represents enhancement 

of S-D orientation operationalization suggested by Karpen et al. (2015). 

Value co-creation involves customers, therefore they can assess the S-D 

orientation capabilities of the company in course of experiencing service. The 

previous empirical study of the model tested association between S-D 

orientation and perceived value, trust and affective commitment that altogether 
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form repurchase intentions (Karpen et al. 2015). The current research 

investigates extended model, which matches original S-D logic theoretical 

framework. Details for measurement items of the model can be found in 

Appendix 9.1.  

 

Figure 2: Research framework for S-D orientation 2.0 

Perceived value refers to the subjective evaluation of the value received by 

customers in the result of compromising the sacrifice given to gain a benefit 

(Zeithaml 1988). Perceived value has a strategic orientation, since the concept 

implies competition between various suppliers to offer better trade-off aimed at 

decreasing of the perceived sacrifice and increasing of the benefit (Eggert & 

Ulaga 2002). The study of Eggert & Ulaga (2002) proved that customer 

perceived value influences development of repurchase intention.   

Trust arises when “one party has a confidence in an exchange partner’s reliability 

and integrity” (Morgan & Hunt 1994). Thus, communicating actors have to 

believe that parties are able and willing to fulfil its promises both expresses in 

implicit and explicit ways (Setó-Pamies 2012). Trust is a precondition for 

relationships between customer and company, since customers acquire the 

service before experiencing it (Morgan & Hunt 1994). Customer trust has 

positive impact on loyalty intentions towards service provider, while loyalty 

implies strengthening of the relationships with supplier and further repurchase 

intention (Setó-Pamies 2012). 
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Affective Commitment is determined by psychological and emotional 

attachment that induces customers to maintain a relationship with provider 

(Jones et al. 2007).  Thus, affective commitment is accepted to be both tacit and 

open promise to continue relationships with economic partner (Fullerton 2005). 

The research of Jones et al. 2007 proves affective commitment has positive 

influence on repurchase intention.  

Table 4: Customer trust, affective commitment, perceived value and repurchase intention 

items. 

Trust IKEA can be trusted completely 

IKEA can be counted on to do what is right 

IKEA is always faithful 

IKEA has high integrity 

I have great confidence in IKEA 

Affective Commitment I buy in IKEA because I really like it 

I feel emotionally attached to IKEA stores 

IKEA stores has a great deal of personal meaning for me 

I feel a strong sense of identification with IKEA store 

Perceived Value IKEA offers good value for the price I pay 

IKEA offers good value for the effort I make 

IKEA offers good value for the time I invest 

IKEA offers experiences that make me feel good 

Repurchase Intention As long as the present service continues, I doubt that I 
would switch to another retailer 

I intend to continue doing business with IKEA over the 
next years 

I don’t seriously consider changing this furniture retailer 

I will choose IKEA next time I need this service 

4.3. Sampling strategy 

Sampling strategy in quantitative research is related to generalizability of 

findings beyond the specific research context to the general population (Bryman 

et al. 2011). Statistical representativeness of the sample to achieve 

generalizability refers to the extent of the population representation through a 

limited sample (Quinlan 2011).  

To ensure representativeness of the sample the current research requires 

probability stratified sampling (Kothari 2004; Bryman et al. 2011). Each member 

of population, who shares specific characteristic can be included in the sample 

(Quinlan 2011). The survey respondents are eligible to participate in survey in 

case they have made a purchase in one of Ikea stores. This condition is 

compulsory to establish customers’ perception regarding S-D orientation of the 
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company. Since heterogeneous population is divided into more homogeneous 

groups, the estimation and results are more reliable (Kothari 2004).  

S-D orientation of the company is comprised of various co-creation capabilities 

that involve interactions with value network partners, while customers are 

considered as a main value co-creators. Thus, customers’ perception is key in 

evaluation of corporate S-D orientation. The sample size of around 200 Ikea 

customers is based on rule of thumb, since representativeness of sample 

depends on probability sampling rather than on size (Quinlan 2011). 

4.4. Data collection and analysis 

4.4.1. Questionnaire 

The data collection for the quantitative research is undertaken through self-

administered questionnaires. The questionnaire is highly structured and consists 

of closed-response questions. The only open-response question is related to 

country of origin to avoid lengthy listing of all possibilities (Ekinci 2015). Thus, 

answers can be immediately coded to derive quantitative data (Ekinci 2015). 

Opinions concerning degree of agreement or disagreement in questionnaire are 

expressed via seven-point Likert scale. 

The questions are the same as the questionnaire which was administered in the 

Karpen et al. (2015) study, since the objective lies in discovering whether by the 

inclusion of a sustainability interaction capability to conceptual model proposed 

by Karpen et al. (2015), the model will be improved. Meaning that the questions 

should remain the same except for those of the sustainability interaction 

capability, which the current researchers create. The sustainability interaction 

capabilities include questions proposed by Park et al. (2016) and consists of four 

aspects, which make up the theories involved with sustainable development 

(Sachs and Pan, 2015). A pilot test is undertaken before the actual questionnaire. 

Within the pilot test the small sample of respondents are asked questions regards 

their understanding of the questions which indicates if the questions need to be 

altered to aid facilitation. 

For the large sample survey, there is one method for collecting data, which is 

online questionnaire. The online survey is created through the Swedish 

University Computer Network (SUNET) and is shared through the Facebook 

pages of the researchers and is asked for friends of the researchers to share the 

survey with the intention of gaining more respondents to undertake the 

questionnaire. Within the questionnaire there are included questions ensuring 
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the respondent is eligible to undertake in the survey. The requirements for the 

survey are under the basis that the respondent is aware of Ikea and has shopped 

there within the past 12 months. 

It should also be noted that in regards the survey created, sharing of the 

questionnaire is administered through the social media of the researchers. Due 

to the age of the respondents, the individuals who have most exposure to the 

sharing of the survey are aged between 20-30, which means that the answers are 

mainly represented by this age group giving less consideration into responses 

from individuals outside this age bracket.  

4.4.2. Data analysis  

Comparison of the model: existing model suggested by Karpen et al. (2012) and 

S-D orientation 2.0 enhanced with sustainability interaction capability is based 

on comparison of chi-square difference test (Werner & Schermelleh-Engel 

2010) as well as goodness-of-fit statistic. 

Further hypotheses testing first requires assessment of fit and loadings of 

measurement part via confirmatory factor analysis (CFA) test to ensure the 

items appropriate to explain the measures (Schumacker & Lomax 2010). CFA 

for the collected responses shows whether the elaborated survey items can 

explain interaction capabilities. CFA is complemented by Chi-square test with 

value tend to 0, Root mean square error of approximation (RMSEA) and 

Standardized root mean squared residuals (SMSR) with values lower than 0.09 

and 0.05 respectively, Comparative fit index (CFI), Tucker-Lewis Index (TLI) 

and Coefficient of determination test (CD) with values approximated to 1. 

Based on results of previous research acceptable model fit for six capabilities is 

expected, while additional sustainability interaction capability requires thorough 

testing. In addition factor loadings of sustainability interaction capability and 

path coefficients with S-D orientation are tested to establish relationship 

between two variables. Therefore, hierarchical construct of reflective order for 

measurement items and formative order for capabilities of S-D orientation is 

required. The choice of construct explained by high degree of interchangeability 

of items within capability, while capabilities differ from each other (Karpen et 

al. 2015). 

Assessment of the structural part via PLS-SEM with help of SmartPLS software 

targeted at testing hypotheses concerning association between S-D orientation 

and customer-related indicators. Association of variables depends on 
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significance of path coefficients resulted from t-values on the particular level of 

significance. 

4.5. Reliability and Validity 

The ethics that are discussed within the current research paper relate to 

reliability and validity. Bryman et al. (2011) describe reliability as being 

concerned with issues of consistency of measures and introduces two important 

elements which reliability embodies: stability and internal reliability. To ensure 

that the answers that are received from respondents from the survey can be 

considered to be reliable, Bryman et al. (2011) state that the most effective way 

of ensuring stability is through the test-retest method, which is administering 

the questionnaire onto a sample of respondents and then at a later time period, 

giving the same respondents the questionnaire again. Bryman et al. (2011) 

explain that by undertaking of the test-retest method, an understanding of the 

correlation between the variables will be evident. Due to the restricted time 

period that the researchers had the test-retest method is not a viable option to 

test the stability of the research. Instead the researchers look upon the answers 

from respondents who first undertook the survey against those respondents 

who took the survey at the end of the data collection period and looked at the 

scope of the answers given. By undertaking in this, the researchers have taken 

into consideration the importance of stability with regards to the reliability of 

the responses given.     

In regards to internal reliability, Bryman et al. (2011) when there is a multiple-

item measure in which each respondent's answer to each question is aggregated 

to form an overall score. There is a chance that these overall scores mean the 

same thing. Bryman et al. (2011) claim that an effective method of overcoming 

issues regarding internal reliability is through interpretation of Cronbach’s alpha. 

Cronbach’s Alpha will be represented as a value between 0-1, anything over 0.7 

is said to be of high enough correlation to uphold internal reliability. For data 

analysis of the data collected SPSS, Stata and SmartPLS are utilised, the 

programs allow to find Cronbach’s Alpha and once the program have analysed 

the data, it becomes evident if the internal reliability is adequate or not.   

Bryman et al. (2011) defines validity as whether an indicator that is designed to 

gauge a concept in fact does measure that concept. Bryman et al. (2011) 

introduces the concept of construct validity, which is explained as deducting 

hypotheses from theory which is relevant to a concept. Within the research 



34 
 

undertaken, theory is researched to ensure that the hypotheses are created with 

regards to current theory relating to sustainability. 

Statistical testing of validity is enabled through discriminant validity to test 

correlation level between variables in form of diagonal to exclude overlapping 

of factors and items (Campbell & Fiske 1959). Average variance extracted 

(AVE) as an average amount of variances explained by construct relative to 

variances caused by measurement error is an additional to discriminant validity 

test (Henseler et al. 2015). The value of AVE is recommended to be higher than 

0.5.  

Ethical issues of the current research are considered throughout the paper. Basic 

aspects of research ethics are related to confidentiality and anonymity (Quinlan 

2011). Confidentiality of respondents’ contribution is guaranteed, thus only 

researchers have access to the data. Identity of participants are anonymous 

during the analysis and in written thesis.  

Informed consent as another ethical concern (Quinlan 2011) refers to informing 

potential participant about the study undertaken as a master thesis at aimed at 

evaluation of Ikea customers’ experience (Appendix 9.2). Thus, customers can 

have a first idea of the research and realise the research has no commercial 

purposes.   
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5. Results  

The data was collected during the period of two weeks from 167 customers of 

Ikea furniture retailer. Since the questions were compulsory for completion, all 

the responses remained as the final data. The results of data collection and 

analysis are presented in accordance with the sequence of research questions.  

Table 5 containы demographic information of the sample. Majority of the 

respondents are students or employees aged between 21-30 years old. The 

number of female participants prevail over male respondents almost twice. 

Geographic dispersion of respondents (Table 6) is caused by means of survey 

distribution: invitations for questionnaires were shared via social media. 

However, the number of Swedish, German and Australian respondents 

comprises around 68% of total respondents’ number. 

Table 5: Demographic information. 
 Age 

Under 20 6 3,59% 

21-30 131 78,44% 

31-40 13 7,78% 

41-50 8 4,79% 

51-60 8 4,79% 

Over 60 1 0,60% 

Gender 

Male 52 31,14% 

Female 115 68,86% 

Occupation 

Student 67 40,12% 

Unemployed 2 1,20% 

Employed 98 58,68% 

 

Table 6: Geographic information. 
Region Country Number Percentage 

Europe Sweden 49 29,34 

Germany 42 25,15 

Spain 9 5,39 

France 9 5,39 

Netherlands 5 2,99 

England 4 2,40 

Czech Republic 3 1,80 

Hungary 2 1,20 

Norway 2 1,20 

Switzerland 1 0,60 

Belgium 1 0,60 
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Ireland 1 0,60 

Ukraine 1 0,60 

Americas Canada 6 3,59 

USA 4 2,40 

Argentina 1 0,60 

Asia-Pacific Australia 22 13,17 

Korea 2 1,20 

Singapore 1 0,60 

Central/West 
Asia 

Lebanon 1 0,60 

Uzbekistan 1 0,60 

Around 78% of respondents shows high level of environmental involvement. 

79% of all female respondents and 75% of all male respondents evaluated 

environmental issues as important. Females supported opinion environment is 

affected by human activities, while males showed more concerns in 

environment (Table 7). 

Table 7: Environmental involvement through gender perspective.  
Environmental involvement  Male (mean 

values) 
Female (mean 
values) 

I am concerned about the environment 6,0 5,8 

The condition of the environment affects the 
quality of my life 

5,5 5,8 

I am willing to make sacrifices to protect the 
environment 

5,6 5,6 

My actions impact the environment 5,7 6,1 

5.1. RQ1. Model fit comparison 

RQ1. Is there significant difference in fit between S-D orientation 2.0 and 

previous model? 

5.1.1. Item purification for Sustainability Interaction capability 

Initial sustainability interaction capability consists of twelve measurement items, 

while capabilities of original S-D orientation model contain four items each.  To 

ensure compatibility of the whole model the number of items for sustainability 

interaction requires purification. This was enabled through CFA with Stata 

software.  
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Table 8: Factor loading for Sustainability Interaction capabilities (Stata-based).  

SI1 are interested in the activity of protecting the environment. 0,69 

SI2 Make a significant effort to provide eco-friendly services. 0,62 

SI3 make a significant effort in protection of the environment. 0,71 

SI4 support sporting activities and cultural events 0,70 

SI5 encourage its employees to participate in volunteering activities in 
local communities 

0,72 

SI6 attempt to participate in collaborative work with local communities and schools 0,69 

SI7 encourage fair trade and follows the related rules 0,65 

SI8 make notable effort to protect customer’s private information 0,54 

SI9 make a significant effort to maintain social morality 0,67 

SI10 have sustainably attempted to improve its service quality. 0,61 

SI11 contribute to the national economic development by creating more 
value.  

0,57 

SI12 make a significant effort to create new jobs.  0,64 

Table 8 represents the whole range of the items with factor loadings. Factor 

loadings of the capability items have to exceed 0.45 for the sample size of over 

150 respondents (Hair et al. 1995). According to the factor loading all items 

match the model. Further, CFA with various combinations of the items was 

undertaken. As a result, four items SI2, SI3, SI4 and SI6 demonstrate acceptable 

model fit (Table 9). 

Table 9: CFA for four items of Sustainability Interaction capability (Stata-based).   
Actual level Recommended 

Level 

Chi-square test (χ2/df) 0.87 <3 

p-value 0.42 >0.05 

Root mean squared error of approximation  0 <0.05 

Standardized Root Mean Squared Residual  0.016 <0.09 

Comparative Fit Index  1 >0.9 

Tucker-Lewis Index  1.006 >0.9 

Coefficient of Determination  0.77 ~ 1 

Model fit is measured with help of the goodness-of-fit statistics and common 

fit indices (Hu & Bentler 1999). Goodness-of-fit is identified through ratio of 

chi-square to degrees of freedom (χ2/df), which assesses magnitude of 

discrepancy between the sample and fitted covariance matrices (Hu & Bentler 

1999). With significance level (p-value) greater than 0.05, chi-square test is not 

significant. According to the generally accepted threshold insignificant χ2/df 

indicates good fit of the model (van Montfort et al. 2004). The results of 

absolute (RMSEA, SRMR) and comparative (TLI, CFI) fit tests lie within the 

cut-off values (Kenny 2015). Four measurement items of sustainability 
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interaction, which possesses the perfect fit for the model, were retained, while 

the rest of the items have to be deleted. Along with the perfect model fit data 

demonstrates acceptable rates for validity and reliability tests (Table 10).  

Table 10: Validity and Reliability for Sustainability Interaction capability (Stata/SmartPLS-

based).  
 Actual level Recommended Level 

Cronbach’s Alpha 0.78 >0.7 

Average Variance Extracted 0.60 >0.5 

Composite Reliability 0.86 >0.7 

SPSS confirms the data fits the model of S-D orientation that consists of seven 

different factors. Kaiser-Meyer-Olkin measure of sample adequacy equals to 

0.83, while recommended level requires value higher than 0.50. Thus, the data 

as well as the variables are acceptable to produce reliable and distinct factors 

(Field 2009).     

The factors on the measurement level are reported in Table 11. After deletion 

remaining items of sustainability interaction demonstrate increased factor 

loadings above 0.7.  Factor loadings for the rest of capabilities sometimes have 

lower value, however loading of over 0.6 is assumed to be acceptable for an 

analysis with relative small sample size (Hair et al. 1995; MacCallum et al. 1999).  

To build S-D orientation model explained by capabilities the hierarchical 

construct is required. Hierarchical construct consists of two parts (Wetzels et al. 

2009): reflective model explaining relationship of capabilities with manifested 

items and formative model explaining S-D orientation through capabilities. 

Reflective construct assumes interchangeability or removal of the items within 

specific capability, while dropping capability itself causes significant change of 

the whole model (Karpen et al. 2012). The higher order S-D orientation 

construct was loaded through repetition of manifested items. As a result the 

obtained path coefficients for the formative part of the model are as follows:  

relational interaction β=0.16 (p<0.001), ethical interaction β=0.19 (p<0.001), 

individuated interaction β=0.22 (p<0.001), empowerment interaction β=0.19 

(p<0.001), concerted interaction β=0.21 (p<0.001), developmental interaction 

β=0.24 (p<0.001) and sustainability interaction β=0.17 (p<0.001). This 

indicates significance of the capabilities for S-D orientation of company. 
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Table 11: Factor Loading for S-D orientation capabilities.  

Ikea and its representatives: RI EI II EMI CI DI SI 

RI1 make me feel at ease during our dealings 0,65 
      

RI2 try to establish rapport with me. 0,70 
      

RI3 encourage two-way communication with me. 0,71 
      

RI4 show genuine interest in engaging me. 0,68 
      

EI1 do not try to take advantage of me. 
 

0,76 
     

EI2 do not pressure me in any way. 
 

0,72 
     

EI3 do not mislead me in any way. 
 

0,81 
     

EI4 do not try to manipulate me. 
 

0,75 
     

II1 make an effort to understand my individual needs. 
  

0,64 
    

II2 are sensitive to my individual situation. 
  

0,74 
    

II3 make an effort to find out what kind of offering is most helpful 
to me. 

  
0,73 

    

II4 seek to identify my personal expectations. 
  

0,77 
    

EMI1 invite me to provide ideas or suggestions. 
   

0,62 
   

EMI2 encourage me to shape the service I receive. 
   

0,68 
   

EMI3 provide me with control over my experiences. 
   

0,82 
   

EMI4 let me interact with them in my preferred way. 
   

0,47 
   

CI1 work together seamlessly in serving to me. 
    

0,75 
  

CI2 act as one unit when dealing with me. 
    

0,69 
  

CI3 provide messages to me that are consistent with each other. 
    

0,69 
  

CI4 ensure they have smooth procedures for interacting with me. 
    

0,64 
  

DI1 share useful information with me. 
     

0,76 
 

DI2 help me become more knowledgeable. 
     

0,69 
 

DI3 provide me with the advice I need to use their offerings 
successfully. 

     
0,64 

 

DI4 offer me expertise that I can learn from. 
     

0,81 
 

SI2 makes a significant effort to provide eco-friendly services.             0,73 

SI3 makes a significant effort in protection of the environment.             0,84 

SI4 supports sporting activities and cultural events             0,80 

SI6 attempts to participate in collaborative work with local communities and 
schools 

          0,73 

Validity and reliability of the construct is described in Table 12. Fornell-Larcker 

test measures whether capabilities differ from each other, which excludes 

overlapping of the factors (Fornell & Larcker 1981). Low correlation below the 

diagonal proves model validity. Cronbach’s Alpha for the majority of the factors 

exceeds desirable level of 0.7 especially for added sustainability interaction. 

However, the value of Cronbach’s alpha above 0.5 indicates moderately reliable 

scale (Hinton et al. 2004). Besides, validity and reliability of S-D orientation 

model was proved by Karpen et al. (2012). Variance Inflation Factor (VIF) 

measures multicollinearity and recommended to be lower than 10 (Hair et al. 

1995). Thus, with considerably low values of VIF no factor of S-D orientation 

model should be removed.  
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Table 12: Validity and Reliability for S-D orientation 2.0.  

  CI DI EMI EI II RI SI 
VIF Сronbach’s 

Аlpha 

Concerted 0,697             1.969   0.65 

Developmental 0,591 0,726           2.186   0.70 

Empowerment 0,618 0,647 0,660         2.272   0.65 

Ethical 0,399 0,421 0,384 0,760       1.324    0.76 

Individuated 0,545 0,566 0,610 0,325 0,720     1.915    0.70 

Relational 0,470 0,463 0,417 0,370 0,492 0,649   1.555    0.75 

Sustainability 0,284 0,363 0,320 0,126 0,242 0,307 0,775 1.206   0.78 

The items that measure dependent variables were tested to validated model fit, 

factor loadings as well as validity and reliability of the structures. As in the 

previous study measurement items of trust, perceived value, affective 

commitment and repurchase intention demonstrate good fit.   

5.1.2. Comparison of two S-D orientation models 

Comparison of enhanced and previous models of S-D orientation lies within 

hypothesis 1:   

H1. There is a significant difference in fit between S-D orientation 2.0 and 

previous S-D orientation model. 

Previous framework of S-D orientation proposed by Karpen et al. (2012) 

embraces six capabilities, while enhanced operationalization suggests to reckon 

in sustainability concerns as the seventh capability. Assessment of competing 

models is based on detecting differences in fit. The fit of two models was 

estimated through the common fit indices by applying multi-factor CFA in Stata 

(Table 13).  

Table 13: Fit comparison of two S-D orientation models (Stata-based). 
Number of Factors χ2/df CFI RMSEA SRMR CD 

Recommended level <0.5 >0.80* <0.1 0.09 ~1 

6 Factors 2.2 0.76 0.08 0.081 0.98 

7 Factors 1.9 0.81 0.07 0.075 0.99 

* Recommended cut-off value is 0.90, but value 0.80 is considered to be permissible 

According to χ2/df, comparative fit index (CFI), the root mean square error of 

approximation (RMSEA), the standardized root mean square residual (SRMR) 

and coefficient of determination (CD) seven-factor model of S-D orientation 

demonstrates better fit. Enhanced conceptualization has superior fit in 

comparison with the model elaborated by Karpen et al. (2012) with better values 

of goodness-of-fit statistics, absolute and comparative fit indices.   
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However, compared fit indices demonstrate subtle discrepancy, which can 

suggest both models are theoretically valid. Therefore, decision between 

competing models requires calculation of χ2 difference test. (Figure 3) (Werner 

& Schermelleh-Engel 2010). The outcome of multi-factor CFA was used to 

identify the difference in χ2 and df values of both models. 

χ2 (diff)/df(diff) = (χ26 - χ27)/(df6-df7) 

χ2 (diff)/df(diff) = 126.99/92 
Figure 3: Calculation of χ2 difference test. 

Manual checking from χ2 table (Appendix 9.3) gives a significance level of 

0.005<p<0.01, which is lower than acceptable cut-off of p<0.05. Consequently, 

χ2 (diff) value is significant and therefore larger model with additional 

sustainability interaction capability fits the data better. 

Though the previous six-factor model proposed by Karpen et al. (2012) can fit 

the data on permissible level, enhanced S-D orientation shows better fit 

according to estimated indices. Moreover, further χ2 difference test proves there 

is a significant difference in fit of the new model enhanced via sustainability 

interaction capability. Therefore, assuming significance of χ2 difference test 

Hypothesis 1 is supported.  

5.2. RQ2. Sustainability Interaction capability and customer-related 
indicators 

RQ2. How is sustainability interaction capability associated with customer-

related indicators? 

The hypotheses testing results for H2-H5 are represented in Table 13. Rejection 

or acceptance of hypotheses is based on standardized estimates and t-values at 

the specific significance level. Path coefficients and t-values that estimate 

association between variables were calculated via partial least squares path 

modelling (PLS-SEM) procedures.    

As shown in the Table 14 all the tested hypotheses except H2 were supported. 

Sustainability interaction capability is significantly related to trust (H3, β=0.285, 

p<0.001), affective commitment (H4, β=0.250, p<0.001) and repurchase 

intention (H5, β=0.288, p<0.001). Hence, since sustainability interaction 

capability positively influences trust, affective commitment and repurchase 

intention it can be considered an important driver of corporate performance. 
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However, sustainability interaction capability has no significant impact on 

customer perceived value (H2, β=0.191, p>0.05). Based on t-test and 

significance level p>0.05, hypothesis H2 concerning association between 

sustainability interaction capability and perceived value is rejected. 

Table 13: Results of hypotheses testing for H2-H5.  
Hypothesis Independent 

Variable 
Dependent 
Variable 

Path 
Coefficient 

T-Value 
(t>1.96) 

P-Value 
(p<0.05) 

Result 

H2. Sustainability 
interaction capability has 
positive effect on customer 
perceived value. 

Sustainability 
Interaction 

Perceived 
Value 

0.191 1.260 0.208 Not 
supported 

H3. Sustainability 
interaction capability has 
positive effect on customer 
trust. 

Sustainability 
Interaction 

Trust 0.285 4.868 0.000 Supported 

H4. Sustainability 
interaction capability has 
positive effect on 
customer’s affective 
commitment. 

Sustainability 
Interaction 

Affective 
Commit-
ment 

0.250 3.850 0.000 Supported 

H5. Sustainability 
interaction capability has 
positive effect on 
customer’s repurchase 
intention. 

Sustainability 
Interaction 

Repurchase 
Intention 

0.288 4.240 0.000 Supported 

Assessment of discriminant and convergent validity (Table 15) for the structural 

model is based on SmartPLS analysis of Fornel-Lacker criterion and AVE 

(Henseler et al. 2015). Reliability of the model is measured through Cronbach’s 

alpha and composite reliability (Gerbing & Anderson 1988). The pairs of the 

structural model demonstrate discriminant validity with squared correlations 

lower than AVE. Further, the model is reliable, since Cronbach’s Alpha exceeds 

the value of 0.7 and CR for each component is higher than 0.8.    

Table 14: Validity and Reliability for SI and customer-related indicators.   
AC PV RI SI T Cronbach’s Alpha AVE CR 

Affective Commitment 0.845 
    

0,87 0,72 0,91 

Perceived Value 0.627 0.813 
   

0,86 0,66 0,88 

Repurchase Intention 0.556 0.510 0.868 
  

0,89 0,75 0,92 

Sustainability Interaction 0.250 0.191 0.288 0.778 
 

0,79 0,58 0,84 

Trust 0.667 0.599 0.530 0.285 0.905 0,95 0,82 0,96 

The findings revealed after hypotheses testing provide empirical evidences of 

importance of sustainability concerns integrated into corporate strategy. 

Statistical analysis establishes positive link between sustainability interaction and 
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customer experience that encourages loyalty and further shapes repurchase 

intention.  

5.3. RQ3. S-D orientation 2.0 and customer-related indicators 

RQ3. How is S-D orientation 2.0 associated with customer-related indicators? 

Prior research of Karpen et al. (2012) proved S-D orientation has positive 

impact on customer-related indicators. The model enhanced by additional 

sustainability interaction capability requires further examination of connection 

with organizational performance. Acceptance and rejection of hypothesis 

depends on standardized estimates and t-values at the specific significance level.    

Table 16 depicts the results of the tested hypotheses. The impact of S-D 

orientation 2.0 on dependent variables is supported in hypotheses examination. 

Hence, corporate S-D orientation significantly related to perceived value (H6, 

β=0.496, p<0.001), trust (H7, β=0.549, p<0.001), affective commitment (H8, 

β=0.513, p<0.001) and repurchase intention (H9, β=0.418, p<0.001). This 

proves extension of S-D orientation model through additional capability 

positively affects customer-related indicators. 

Thus, the current research extends application of S-D orientation 

conceptualization in another context from automotive industry to furniture 

retailer. This assumes S-D orientation has positive influence on corporate 

performance independent from the industry. 

Table 15: Results of hypotheses testing for H6-H9. 
Hypothesis Independent 

Variable 
Dependent 
Variable 

Path 
Coefficient 

T-Value 
(t>1.96) 

P-Value 
(p<0.05) 

Result 

H6. S-D orientation 2.0 
has positive effect on 
customer perceived value. 

Service-
Dominant 
Orientation 

Perceived 
Value 

0.496 8.244 0.000 Supported 

H7. S-D orientation 2.0 
has positive effect on 
customer trust. 

Service-
Dominant 
Orientation 

Trust 0.549 10.099 0.000 Supported 

H8. S-D orientation 2.0 
has positive effect on 
customer’s affective 
commitment. 

Service-
Dominant 
Orientation 

Affective 
Commitment 

0.513 9.644 0.000 Supported 

H9. S-D orientation 2.0 
has positive effect on 
customer’s repurchase 
intention. 

Service-
Dominant 
Orientation 

Repurchase 
Intention 

0.418 6.783 0.000 Supported 
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Comparison of path coefficients for previous and enhanced models 

complements the results of H1 (Table 17). S-D orientation 2.0 associates 

capabilities with trust and repurchase intention better than six factor model. 

However, affective commitment related equally to both models, while perceived 

value is affected less. S-D orientation 2.0 explains 30% of variation in trust, 

26.3% of the variation in affective commitment, 24.6% of variation in perceived 

value and 17.4% of variation of repurchase intention.  

Table 16: Comparison of path coefficients and coefficients of determination.  
 6 Factor model 7 Factor model 

Path 
Coefficient* 

R2 Path 
Coefficient* 

R2 

Trust 0.544 0.295 0.549 0.301 

Affective Commitment 0.513 0.263 0.513 0.263 

Perceived Value 0.508 0.258 0.496 0.246 

Repurchase Intention 0.403 0.162 0.418 0.174 

* t-value is significant for p<0.05 

Coefficient of determination (R2) proves predictive power of the previous 

model is less for trust and repurchase intention, similar for affective 

commitment and less for perceived value. Thus, the previous model explains 

less variation in customer-related indicators. 

Table 17: Validity and Reliability for S-D orientation 2.0 and customer-related indicators.   
CI DI EMI EI II PV RP T AC RI SI Cronbach’s 

Alpha 
CR 

Concerted 0.69 
          

0.66 0.79 

Developmental 0.59 0.73 
         

0.71 0.82 

Empowered 0.62 0.65 0.66 
        

0.61 0.75 

Ethical 0.39 0.42 0.40 0.76 
       

0.76 0.85 

Individuated 0.54 0.57 0.61 0.32 0.72 
      

0.70 0.81 

Perceived 
Value 

0.36 0.38 0.30 0.55 0.27 0.84 
     

0.86 0.90 

Repurchase 
Intention 

0.29 0.32 0.26 0.27 0.27 0.51 0.87 
    

0.89 0.92 

Trust 0.41 0.44 0.30 0.53 0.28 0.59 0.57 0.91 
   

0.95 0.96 

Affective 
Commitment 

0.33 0.43 0.31 0.49 0.25 0.62 0.61 0.68 0.85 
  

0.87 0.91 

Relational 0.46 0.46 0.41 0.38 0.49 0.29 0.39 0.43 0.39 0.65 
 

0.65 0.74 

Sustainability 0.25 0.36 0.32 0.13 0.24 0.11 0.26 0.24 0.19 0.30 0.78 0.78 0.86 

Validity and reliability tests for the overall 2.0 structural model is given in Table 

18. Discriminant validity analysis is based on Fornel-Lacker criterion and AVE 

(Henseler et al. 2015), while Cronbach’s alpha and CR evaluate reliability 

(Gerbing & Anderson 1988). Squared correlations (under the diagonal) and 

AVE (diagonal) for each pair of the construct proves discriminant validity. 
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Acceptable rate of Cronbach’s Alpha and CR with value around 0.8 supports 

reliable model.  

Statistical evidences support the results of the previous research that S-D 

orientation determines customer-based outcomes. The extended model 

demonstrates significance in relation to the dependent variables, which proves 

sustainability interaction capability complements S-D orientation model and 

contributes to shaping corporate performance. 
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6. Discussion 

Within this chapter the results will be discussed and connected to theoretical 

frameworks and the conceptual model of the thesis. 

The first research question proposed to be answered within the thesis relates to 

whether a significant difference in fit between the S-D orientation 2.0 and the 

previous model of S-D orientation proposed by Karpen et al. (2012) exists. The 

results indicate that the model with the inclusion of a sustainability capability 

has a significant difference to the previously suggested model. Not only is there 

a difference, it is reveals the model with the addition of a sustainability capability 

fits the data with greater effectiveness than the latter.  

The results appear to indicate that through a continuous attempt to undertake 

in new methods that aim at improving the effectiveness of S-D orientation, that 

usability of the model, which embodies S-D orientation will be evident. The 

result supports the idea put forward by Vargo and Lusch (2016) in which they 

explain that by ensuring continuous and cooperative relationships with other 

actors to facilitate resource integration, an important success factor of S-D logic 

is highlighted. By attempting to discover new methods such as the inclusion of 

a sustainability capability to the previous model, highlights an attempt at 

building and strengthening relationships with customers, designed to increase 

resource integration. Through the results revealing the model being more 

effective than the previous, it would appear that through attempting to discover 

new methods to improve and retain relationships of customers will facilitate and 

optimise resource integration.   

Vargo and Lusch (2016) also claim that the concept of S-D logic requires 

inclusion of the external environment to ensure complexity of interactions, due 

to the fact that S-D logic focuses value co-creation to multiple-actor resource 

integration. Since the results indicate that the S-D orientation 2.0 model differs 

from the previous model in a way that favours the newly created, enhanced 

model, the results seem to enhance the idea put forward by Vargo and Lusch 

(2016) and show that the previous model proposed by Karpen et al. (2012), 

while still proven to be of value, lacked the adequate representation of 

complexity of interaction that was embodied by the S-D orientation 2.0. 

The second research question of the thesis is regarding how the sustainability 

interaction capability influences the customer related indicators of trust, 

affective commitment, perceived value and repurchase intention. The results 
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indicate that the sustainability capability proposed by the authors of the thesis 

has a positive relationship on affective commitment, trust and repurchase 

intention. However, the sustainability interaction capability appears to not have 

an insignificant effect on perceived value.  

The results appear to indicate that sustainability influences positively the level 

of trust that a customer has towards a company. This aligns with ideas brought 

forward by Abela and Murphy (2008) in which they indicate that S-D logic 

implicitly incorporates sustainability through ethical consideration. This idea is 

continued by the statement that operant resources are improved with actors that 

experience transparency and trust. Thus, the results that indicate a positive 

influence between sustainability and trust are justified, and reveal a positive 

influence to improved operant resources. 

With regards to the sustainability interaction capabilities influence on affective 

commitment, Vargo and Lusch (2008) claim that customer value is determined 

by the consequences of corporate activities on society and the environment. 

This outlines how customer’s affective commitment to a company is influenced 

by elements of sustainability. Since the results show a positive relationship 

between the sustainability interaction capability and affective commitment, the 

actions of a company towards society and environment can greatly influence the 

connection a customer has to a company.  

In regards to research question number three which asks how the enhanced S-

D orientation of the company shapes customer-related indicators, the results 

indicate that the S-D orientation 2.0 model that was created for the purpose of 

the thesis has a positive influence on all customer related indicators of perceived 

value, trust, affective commitment and repurchase intention. This would appear 

to suggest that by adding sustainability to the previous model that a company 

can make improvements to the perceptions and behaviours of their customers 

by taking into consideration, aspects relating to S-D orientation. This is useful 

to businesses as it provides practical methods of improving these perceptions 

and behaviours. 

The results of the thesis indicate that with the addition of a sustainability 

capability to the previous S-D orientation model by Karpen et al. (2012) that 

trust, affective commitment, repurchase intention and perceived value all is 

positively affected and the overall model with the addition of the sustainability 

capability is more effective than without the new addition of sustainability. From 

this it can concluded that by a company taking into consideration aspects of S-
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D orientation, practical methods of improving customer experience can be 

highlighted.   

Within the context of Ikea, since Edvardsson and Enquist (2011) state that Ikea 

is prone to involving stakeholders’ interaction to ensure positive customer 

experience, shows a consideration of multiple actor value creation. Deriving 

from the results of the thesis it is evident that the S-D orientation model has a 

significant positive effect on increasing value which could benefit Ikea as a 

player in the service ecosystem. 
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7. Conclusion 

The purpose of this study was to empirically test an extended framework of S-

D orientation 2.0 to examine its significance over the previous model and 

examine association with customer-related indicators. The research supports 

conclusion of Karpen et al. (2015) S-D orientation facilitates transformation of 

positive theory into normative, while set of capabilities have strategic 

importance. However, the research makes further step in operationalization S-

D logic. Hence, findings of the research contribute both from theoretical and 

practical perspectives.  

7.1. Theoretical implication 

S-D logic despite extensive theoretical background remains abstract for 

empirical testing (Karpen et al. 2015). The research facilitates further developing 

of middle-range theory for S-D logic through interpretation of theoretical 

concepts into normative statements. To enable elaboration of middle-range 

theory for value co-creation within S-D logic, the conceptual model suggested 

by Karpen et al. (2012) was enhanced. Enhanced operationalization advances 

middle-range theory by inclusion and testing S-D logic premises.  

Operant resources as a source of strategic benefit (Vargo & Lusch 2016a) 

represent interaction capabilities, which emphasise on interaction with 

individual customers to implement obtained information in building customer 

relationships (Ramani & Kumar 2008). Additional sustainability interaction 

capability extends the scope of S-D orientation by inclusion of multiple actors 

in value co-creation process. New capability reflects ethical concerns related to 

natural and social ecosystems that corresponds original S-D logic premises.  

First, an assumption of better model fit is validated through development of 

sustainability interaction capability and further testing of the S-D orientation 2.0 

measures. Statistical testing provides reliable and valid measurement to assess 

organizational S-D orientation. Multi-stage testing proves sustainability 

interaction capability indeed enhances S-D orientation and approximates to S-

D logic framework. Second, the research confirms customer-related indicators 

are affected by S-D orientation of company, while the S-D orientation 2.0 model 

offers better predictive power for trust and repurchase intention. Thus, S-D 

orientation 2.0 model contributes to marketing literature by suggesting tools to 

employ customer-oriented competences and predict customer experience and 

behaviour patterns. 
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7.2. Practical implication 

S-D orientation represents a business strategy that provides managers a 

guideline in collaborative value co-creation (Karpen et al. 2015).  Through 

implementation of interaction capabilities company can shape customers’ 

perception of corporate effort to integrate customers in value co-creation 

process. The findings of the current research demonstrate furniture retailer even 

as a non-traditional service provider benefits from S-D orientation capabilities. 

Besides, the research proves that customers evaluate the way company treats 

the actors of natural and social environment. Thus, sustainable performance 

enhances value and increases benefits received by actors on the value network 

(Lacoste 2016).  

The capabilities including the newly added sustainability interaction positively 

influences market performance indicators related to customers’ experience and 

behaviour. This supports idea of value co-creation in experiencing interaction 

with company’s capabilities (Vargo and Lusch 2008). Since capabilities 

contribute in shaping customers’ loyalty, which causes repurchase intention, 

managers need to prioritize S-D orientation on the strategic level. Effective and 

efficient value co-creation in conjunction with customers resulted from 

implementation of S-D orientation provides company with competitive 

advantage to gain superior market position.  

The research suggests that S-D orientation 2.0 model is stronger related to 

market performance indicators. This can be explained by increasing customer 

awareness and demand for sustainable service (Cherubini et al. 2015). Hence, 

companies have to acknowledge importance of natural and social ecosystems 

by integrating these issues in business strategy.   

7.3. Research limitations 

Despite the fact the current research provides empirical evidences for S-D 

orientation 2.0, there are several limitations of the study. First, the focus of the 

research is limited by customers as a sole value network partner. However, 

complexity of S-D logic requires inclusion of other actors as employees, 

suppliers, partners etc. in value co-creation process. Therefore, testing of 

association between S-D orientation and market performance is limited by 

customer-related indicators. 
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Second limitation is related to age of the sample. Since majority of respondents 

are aged between 21-30 years, the sample can be less representative for average 

Ikea customers. The younger generation can demonstrate higher environmental 

awareness, which affects the service experience and behaviour towards 

company. Environmental involvement can influence perception of customers, 

who evaluate organizational effort in sustainable development.  

Additionally Karpen et al. (2015) indicate lack of research in potential factors, 

which can influence implementation of S-D orientation. The antecedents as 

organizational culture, mindset, leadership style and rewards can strengthen or 

weaken the effect of S-D orientation.   

7.4. Future research recommendations 

Limitations of the current research open opportunities for new studies in the 

field. Since, the research investigates customer’s perspective on service-driving 

capabilities, the future studies can expand the focus to embrace the angle of 

other stakeholders. Thus, consistency of S-D orientation can be tested through 

additional value network actors incorporated in the model.  Though the current 

research measures S-D orientation impact on customer-related indicators in 

another industry, validation of the model in other than retail sector, B2B and 

B2C contexts is required. Additionally relation of capabilities with various 

performance indicators beyond customer experience and behaviour can validate 

importance of S-D orientation for companies.  

The findings of the research reveal that S-D orientation 2.0 explains trust and 

repurchase intention better than the model without sustainability interaction 

capability. However, in prediction of perceived value the enhanced model has 

less power. The future research can raise the question about difference in impact 

on perceived value between previous and enhanced S-D orientation models. 

Besides, the mitigating effect of environmental involvement level among 

respondents on perceived value related to sustainable service can be questioned 

in the future studies.  
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9. Appendix  

9.1. Measurement items 

 
IKEA and its representatives: 

  

Relational Interaction (RI) 

RI1 make me feel at ease during our dealings. 

RI2 try to establish rapport with me. 

RI3 encourage two-way communication with me. 

RI4 show genuine interest in engaging me. 
 

  

Ethical Interaction (EI) 

EI1 do not try to take advantage of me. 

EI2 do not pressure me in any way. 

EI3 do not mislead me in any way. 

EI4 do not try to manipulate me. 
  

Individuated Interaction (II) 

II1 make an effort to understand my individual needs. 

II2 are sensitive to my individual situation. 

II3 make an effort to find out what kind of offering is most helpful to me. 

II4 seek to identify my personal expectations. 
  

Empowered Interaction (EI) 

EI1 invite me to provide ideas or suggestions. 

EI2 encourage me to shape the service I receive. 

EI3 provide me with control over my experiences. 

EI4 let me interact with them in my preferred way. 
  

Concerted Interaction (CI) 

CI1 work together seamlessly in serving to me. 

CI2 act as one unit when dealing with me. 

CI3 provide messages to me that are consistent with each other. 

CI4 ensure they have smooth procedures for interacting with me. 
  

Developmental Interaction (DI) 

DI1 share useful information with me. 

DI2 help me become more knowledgeable. 

DI3 provide me with the advice I need to use their offerings successfully. 

DI4 offer me expertise that I can learn from. 
  

Sustainability interaction (SI) 

EnR1 are interested in the activity of protecting the environment.* 
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EnR2 make a significant effort to provide eco-friendly services. 

EnR3 make a significant effort in protection of the environment. 

SR1 support sporting activities and cultural events 

SR2 encourage its employees to participate in volunteering activities in local communities* 

SR3 attempt to participate in collaborative work with local communities and schools 

EtR1 encourage fair trade and follows the related rules* 

EtR2 make notable effort to protect customer’s private information* 

EtR3 make a significant effort to maintain social morality* 

EcR1 have sustainably attempted to improve its service quality.* 

EcR2 contribute to the national economic development by creating more value.*  

EcR3 make a significant effort to create new jobs. * 
  

 
Perceived Value 

 
IKEA offers good value for the price I pay 

 
IKEA offers good value for the effort I make.  

 
IKEA offers good value for the time I invest. 

 
IKEA offers experiences that make me feel good. 

  

 
Trust 

 
IKEA can be trusted completely. 

 
IKEA can be counted on to do what is right. 

 
IKEA is always faithful.  

 
IKEA has high integrity.  

 
I have great confidence in IKEA 

  

 
Affective Commitment 

 
I buy in IKEA because I really like it.  

 
I feel emotionally attached to IKEA stores 

 
IKEA stores has a great deal of personal meaning for me. 

 
 I feel a strong sense of identification with IKEA store 

  

 
Repurchase Intentions 

 
As long as the present service continues, I doubt that I would switch to another retailer 

 
I intend to continue doing business with IKEA over the next years. 

 
I don’t seriously consider changing this furniture retailer 

 
I will choose IKEA next time I need this service 

  

 
Environmental involvement 

 
I am concerned about the environment.  

 
The condition of the environment affects the quality of my life 

 
I am willing to make sacrifices to protect the environment.  

 
My actions impact the environment. 

*Item was deleted during factor analysis. 
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9.2. Informed consent for the questionnaire  
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9.3. Chi-square (χ2/df) distribution table 

 

 

 



 

 

 

 


