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Abstract
Purpose – This study aims to understand and explain how institutional change occurs at the level of value co-creation practices in service
ecosystems. Despite the centrality of collective practices to the service ecosystems perspective, theoretically grounded explanations of how practices
change and become institutionalized remain underdeveloped. Applying the theory of routine dynamics, this paper addresses two questions as
follows: what does the institutional change mean at the level of value co-creation practices and what processes underlie these changes?
Design/methodology/approach – The study develops a conceptual framework that characterizes value co-creation practices as routines involving
three aspects, namely, ostensive, performative and artifactual. As a key element in institutional change, the interplay between these informs an
account of institutional change processes in service ecosystems.
Findings – The proposed conceptual framework specifies the conditions for institutional change in terms of value co-creation routines. First, any
such change is seen to be grounded in alignment between changing institutional rules and the ostensive, performative and artifactual aspects of
routines. Second, this alignment is seen to emerge through a dialectics of planned and practice-based activities during institutional change. An
empirical research agenda is proposed for the analysis of institutional change processes in different service ecosystems.
Originality/value – This conceptual framework extends existing accounts of how service ecosystems change through the contributions of multiple
actors at the level of value co-creation practices.
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Introduction

When multiple actors come together to create value, concerted
action and interaction depend crucially on collective practices –
ways of understanding, saying and doing things together
(Schau et al., 2009). Service-dominant logic (SDL) is one of
the several approaches that highlight the importance of
practices that enable multiple actors to co-create value by
integrating resources (Vargo et al., 2015). For example, when
children begin school, teaching and learning practices in the
school ecosystem enable the children, teachers and parents to
quickly understand what is expected of them and how they
should interact to ensure beneficial outcomes for all. Although
the actors change, these practices persist with each new intake
of pupils. By analyzing value co-creation practices among
different actors in their social and institutional context, the
service ecosystem perspective provides a useful theoretical lens
for understanding such systems. To date, however, no

conceptual framework has adequately captured how value co-
creation practices change in service ecosystems.
Drawing on institutional theory, many SDL studies associate

innovation and change in service ecosystems with processes of
institutional change, in which taken-for-granted rules are
altered and resources and practices are recombined to develop
novel solutions to new or existing problems (Vargo et al., 2015;
Koskela-Huotari et al., 2016). These studies confirm that
change processes of this kind involve various actors and
activities and evolve in unforeseen ways (Meynhardt et al.,
2016;Mele et al., 2018; Banoun et al., 2016). However, they do
not explain in detail how value co-creation practices in service
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ecosystems concurrently change without creating adverse
effects or disintegrating during multiple and sometimes
contradictory change initiatives (Banoun et al., 2016; Lusch
and Nambisan, 2015). Returning to the school example, new
ideas such as experiential and self-directed learning have
transformed school ecosystems in countries such as Finland.
Classroom walls are torn down, classes are mixed and teachers
become facilitators while students take more responsibility for
their own learning processes. Beyond those who plan such
curriculum reforms, teachers influence their implementation
by interpreting them in the local context. In turn, parents and
students may find the changes advantageous or confusing,
depending on their resources (Pietarinen et al., 2017). For that
reason, it is difficult to anticipate the form these revised
practices will take and how they might affect different actors. In
short, altering shared institutional rules can lead to problems,
ambiguities and opportunism, so diminishing the potential for
value co-creation (Mele et al., 2018; Meynhardt et al., 2016).
Clearly, then, there is a need for a better theory of how value co-
creation in service ecosystems can remain coordinated when
institutions change.
To conceptualize change in value co-creation practices, the

present study applies the theory of routine dynamics (Feldman
and Pentland, 2003), which is a variant of practice theory
(Feldman and Orlikowski, 2011). Value co-creation practices
are analyzed as collective routines: they are dynamic and
evolving systems, comprising three interdependent aspects,
namely, ostensive (shared schemas), performative (everyday
value co-creation encounters) and artifactual (formal
resources) (Feldman, 2000; Feldman and Pentland, 2003).
While the value co-creation literature has addressed similar
aspects (Edvardsson et al., 2011; Edvardsson and Tronvoll,
2013; Echeverri and Skålén, 2011), routine dynamics theory
helps to explicate change by analyzing the interplay between
these three aspects during the process of change.
This paper argues that a routine-based view offers a means of

explaining the viability and sustainability of change in service
ecosystems. A theoretical framework is developed in this paper to
maintain that institutional change in value co-creation routines
requires alignment between the institutions and the ostensive,
performative and artifactual aspects of routines. Next, as different
change activities may influence routines in contradictory ways,
the framework directs attention to the dialectics of change
activities in institutional change processes. Such a dialectical view
helps to explain how value co-creation practices change through
the contributions ofmultiple actors in service ecosystems.
After reviewing recent studies of institutional change in service

ecosystems, the paper goes on to discuss the theory of routine
dynamics and its application to the study of institutional change
at the level of value co-creation practices. This forms the basis for
future research agenda exploring institutional change processes
empirically in different types of service ecosystems. The paper
concludes with a discussion of key contributions and limitations
of the proposed conceptual framework.

Institutional change in service ecosystems

Responding to the general call for a multi-actor account of
value creation and service innovation (Windrum et al., 2016;
Hollebeek et al., 2018; Carlborg et al., 2014), SDL has

broadened the firm-centric view to encompass wider actor
networks and systems in the marketplace. To that end, SDL
introduced the concept of the service ecosystem, which can be
defined as a system of social and economic actors that co-
creates value by exchanging services (Lusch and Vargo, 2014;
Lusch and Nambisan, 2015; Vargo and Lusch, 2016). In this
view, individual actors (such as firms) have limited control over
value co-creation and change in service ecosystems. Instead,
these are viewed as self-organizing systems (Meynhardt et al.,
2016) or emergent entities that evolve through interactions
between actors with different resources and intentions (Lusch
and Nambisan, 2015). According to Lusch and Nambisan
(2015, p. 161),

Effectual actors decide what they can do in the constrained and
unpredictable world they experience and in so doing they shape their
context; other actors do the same and thus they collectively create their
environment or the service ecosystem. Service ecosystems are thus emergent
A2A structures.

To understand what guides and coordinates interactions
among multiple actors in service ecosystems, researchers have
turned to sociological theories, assigning a key role to
institutions. Defined as resilient social structures (Scott, 2001)
with enduring rules, norms, schemas and beliefs (Vargo et al.,
2015), SDL researchers contend that assemblages of
institutions condition service ecosystems (Vargo and Lusch,
2016; Koskela-Huotari et al., 2016). For example, interactions
in financial ecosystems are coordinated by financial, legal and
cultural institutions that both enable and constrain actors’
interactions and determine their resources. Equally, value co-
creation interactions can drive institutional change (Vargo
et al., 2015). As institutions play an important role in value co-
creation, institutional change (Koskela-Huotari et al., 2016;
Vargo et al., 2015) in service ecosystems results in new rules,
resources and practices that diffuse and become legitimized
over time (Lawrence et al., 2001; Lusch and Nambisan, 2015;
Koskela-Huotari et al., 2016).
Earlier studies have characterized institutional change

processes as complex and evolutionary, involving multiple
actors and sub-processes (Vargo et al., 2015; Banoun et al.,
2016). When actors with different intentions and resources
interact, these processes are likely to take unanticipated turns
(Banoun et al., 2016; Lusch and Nambisan, 2015) and
although a firmmay introduce new value propositions, changes
become institutionalized only after a significant journey. For
example, Banoun et al. (2016, p. 2990) noted that following the
introduction of a service platform, ecosystems “evolve and
alternate between phases of tensions and phases of solutions
where each new agreement between the actors of the service
ecosystem becomes increasingly stable”.
Because of ambiguities in the process, opportunistic

behavior, power plays or mismatches between resources and
practices, institutional change does not automatically result in
beneficial outcomes (Chowdhury et al., 2016; Nenonen et al.,
2018; Mele et al., 2018). The service ecosystem perspective,
therefore, invites questions about how tensions and conflicts
affect the coordination of multiple actors. One key question
concerns how a service ecosystem can change without
disrupting coordinated value co-creation actions and
interactions. Some researchers have argued for the importance
of maintaining certain rules (Koskela-Huotari et al., 2016) and
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shared intentionality (Taillard et al., 2016) when institutional
rules are changed or broken, but these studies do not specify
how value co-creation practices actually change. To fully
understand institutional change, the present paper contends
that changing value co-creation practices must be explored in
greater detail. Although sometimes discussed as the target of
change and as a medium through which changes may happen
(Vargo et al., 2015; Chandler and Chen, 2016), these practices
are often treated as a black box in studies of institutional change
in service ecosystems, with no analysis of their internal
dynamics. This paper argues that a practice-based view of
routine dynamics (Feldman and Pentland, 2003) can address
this shortcoming. The next section provides an overview of this
theory and suggests how it can illuminate the nature of change
at the level of value co-creation practices.

The theory of routine dynamics

As one variant of practice theory, the theory of routine
dynamics treats routines as generative systems that produce
“repetitive, recognizable patterns of interdependent actions,
carried out by multiple actors” (Feldman and Pentland, 2003,
p. 95; Feldman et al., 2016). It partially overlaps with earlier
accounts of practices in service research. For example, service
researchers have applied Schau et al.’s (2009) conceptualization
of practices as procedures, understandings and engagements
(Echeverri and Skålén, 2011) and Shove et al.’s (2012)
characterization of practices as competences, materials and
meanings (Genus and Jensen, 2019). While similarities exist,
the theory of routine dynamics is especially useful in exploring
how practices change in service ecosystems, as it explicitly
addresses the internal dynamics of practices (i.e. relations
between the ostensive, performative and artifactual aspects) in
change processes. For present purposes, then, value co-creation
practices are understood as collective routines. Before turning
to the proposed theoretical framework, the next section
summarizes the key arguments of the theory of routine
dynamics.

Interrelated aspects of routines
Drawing on Giddens (1984), early versions of routine
dynamics theory suggested that routines involve two mutually
constitutive aspects, namely, ostensive and performative
(Feldman and Pentland, 2003; Howard-Grenville, 2005).
Ostensive aspects include partially shared understandings and
informal rules and norms, which are referred to here as schemas
(Dionysiou and Tsoukas, 2013). In consulting routines, for
example, ostensive aspects might include schemas for how
consultants can help their clients, what skills they need and how
clients and consultants should interact for their mutual benefit.
These schemas are relatively durable; in contrast, performative
aspects refer to situated routine performances. As non-habitual
actions, these may be varied and improvisational, as they
depend on the resources and intentions of the actors involved
and on the similarity of their schemas (Feldman and Pentland,
2003). It follows that even stable routines may vary significantly
in terms of performance (Pentland et al., 2011); for example,
consulting routines prescribe various ways of interacting and
solving problems, depending on the nature of the problem and

the skills and intentions of consultant and client. These
performancesmay strengthen or alter shared schemas.
More recent studies include artifacts as the third aspect of

routines (D’Adderio, 2011). Artifacts include formal material and
immaterial resources used in routine performances (Cacciatori,
2012; Pentland and Feldman, 2008). It is similar to the concept of
service prerequisites (Edvardsson and Olsson, 1996) or service
designs (for example, Wetter-Edman et al., 2014). In service
ecosystems, artifacts may include service models, platforms,
blueprints, self-service technologies, web-based tools and formal
rules. While a firm may design these formal resources prior to
value co-creation performances, individual actors can also
interpret and use them in unintended and creative ways
(Orlikowski, 2000; Pentland andFeldman, 2008).
The theory of routine dynamics suggests that the continuous

interplay between the above three aspects explains both stability
and change in routines (Feldman, 2000). Figure 1 illustrates the
proposed conceptualization of these dynamics in value co-creation
routines. When different actors share similar schemas, and when
artifacts align with these schemas, similar performances can be
repeated across space and time, so explaining why routines remain
the same (Feldman, 2000; D’Adderio, 2011). As discussed below,
change in routines involves changes in all three aspects but can
begin fromany of them.

Two forms of routine change: practice-based and
planned
Studies of routine dynamics commonly refer to two types of
change, namely, internal or “practice-based” and external or
planned (Feldman et al., 2016). Internal practice-based change
begins from performance when individual actors introduce new
resources and perform routines differently (Giddens, 1984;
Feldman and Pentland, 2003; Pentland and Feldman, 2008).
While improvisations may frequently occur, not every new
performance leads to a change in routine. Change requires the
establishment of new ostensive understandings; new
performances are repeated and artifacts are modified. This type
of change happens when useful new performances are copied
and repeated by multiple actors, renewing other aspects of the
routine (Feldman and Pentland, 2003). For example,
Orlikowski (1996) described how organizational actors in a

Figure 1 Routine dynamics
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software company transformed customer support practices
gradually but profoundly through improvisation and
experimentation when using a new call-tracking system.
External planned change refers to broader intentional change

projects initiated beyond the routine itself by stepping out of
the everyday performance to assess and redesign the routine
(Feldman et al., 2016; Bucher and Langley, 2016; Dittrich
et al., 2016). These change processes often involve the creation
of new artifacts (e.g. guidelines, process models and tools) that
play a key role in supporting change (Pentland and Feldman,
2008). In service contexts, planned routine change often forms
part of new service development (Yu and Sangiorgi, 2018).
While planned change projects are an important means of
assessing and revising a routine (Deken et al., 2016; Bucher and
Langley, 2016), micro-level empirical studies have shown that
changes rarely happen as planned. In particular, planned
changes may fail if routine participants are required to follow
new routines that do not correspond to their needs, resources
or interests (D’Adderio, 2008; Pentland and Feldman, 2008).
In these circumstances, they may change or abandon the new
design, decoupling actual and planned routines (Sandholtz,
2012).
Recent studies have suggested that these two types of change

are only starting points or phases in the continuous evolution of
routines. Iteration is inevitable because any change can have
unanticipated consequences for different aspects and outcomes
of a routine (Feldman, 2004). In general, routines can be said
to evolve through continuous interactions among the three
aspects (Feldman and Pentland, 2003), as well as between
planned and practice-based change activities (D’Adderio,
2008; Bucher and Langley, 2016; Pentland et al., 2012) and –

in complex contexts such as service ecosystems – between
interrelated routines (Kremser and Schreyögg, 2016). In this
view, the focus of research shifts from individual change
episodes or projects to continuous change, which aligns well
with accounts of institutional change in service ecosystems.

An extended conceptualization of institutional
change grounded in the theory of routine
dynamics

The theory of routine dynamics is next applied to institutional
change at the level of value co-creation practices in service
ecosystems. Value co-creation practices are conceptualized as
interrelated routines to address two questions as follows: what
does the institutional change mean at the level of these routines
and what are the institutional change processes that lead to
these outcomes?

Institutional change incorporated in routines
Previous studies have suggested that routines are the carriers of
institutions and that institutional change must be routinized to
become viable and sustainable in practice (Scott, 2001;
Lawrence and Suddaby, 2006). However, the question of what
this actually means in the context of service ecosystems has not
been adequately conceptualized. This paper contends that
institutional change depends on alignment between institutions
and the three aspects of routines to ensure that actors know
what is expected in value co-creation performances. This

alignment can be analyzed at two levels, namely, within
routines and between institutions and routines.
As schemas or (informal) rules and norms are seen as central

elements of both institutions and routines (Feldman and
Pentland, 2003; Vargo et al., 2015), it is proposed here that the
alignment of schemas associated in institutions and routines
serves as an index of overall alignment between these two levels.
These schemas are unlikely to be identical even if they are
aligned; while institutions typically guide actions at a more
general level, the ostensive aspects of a routine comprise
schemas that are specific to that particular routine. For
example, air travel as an institution defines general norms that
guide the relationships between crew members and passengers;
in contrast, interactions in particular situations are guided by an
ostensive understanding of detailed security and quality
assurance routines monitored by the International Air
Transport Association. Additionally, the ostensive aspects of
value co-creation routines are likely to combine schemas from
several institutions. For example, consultancy routines may
incorporate schemas and norms from industrial and national
cultures and from the ethics of professional service practice.
Together, these schemas influence consultants’ sense of
whether and how they might, for example, challenge a client’s
strategy. This paper contends that ostensive aspects of routines
concretize and mediate the influence of institutions on value
co-creation performance (Figure 2) and that alignment means
that the ostensive aspects of routines accommodate relevant
schemas from the related institutions. In these circumstances,
actors understand how to perform a routine while taking
account of the diverse norms and expectations of the social
context.
It is further argued here that institutional change requires

internal alignment of value co-creation routines – that is, all
three aspects of routines must be aligned to enable the
concerted performance of novel routines by multiple actors.
While the multiplicity of actors and the evolving nature of
service ecosystems make complete and stable alignment
unlikely, actors’ schemasmust be sufficiently similar (Echeverri
and Skålén, 2011; Dionysiou and Tsoukas, 2013), and artifacts
should support them. Without this common base for
interaction, actors may deviate from routines in ways that

Figure 2 Two types of change activities and their influence on routines
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challenge value co-creation (Echeverri and Skålén, 2011;
Pentland and Feldman, 2008).
In this view, changes in service ecosystems are unlikely to

become sustainable and institutionalized unless all three
aspects of routines change interdependently. For example, a
new way of co-creating value involving two actors will not lead
to institutional change unless other actors consider it useful and
change their schemas and performances accordingly;
otherwise, it remains merely an ad hoc variation in routine
performance. In the consultancy business, for example, the
numerous customer-specific variations rarely lead to broader
change (Gallouj and Weinstein, 1997; Toivonen and
Tuominen, 2009; Witell et al., 2016). Furthermore, for
institutional change, the introduction of a new service platform
or technology must be accompanied by changes in actors’
schemas and routine performances; otherwise, it is just a new
artifact (Pentland and Feldman, 2008; see also Vargo et al.,
2015). As proponents of SDL have argued (Vargo et al., 2015),
the institutional change should result in novel value co-creation
performances acrossmultiple contexts.
A number of service studies have demonstrated the nature of

such a profound change. For example, Banoun et al. (2016)
analyzed how the relationships between service providers and
internal customers in large firms evolved through several phases
from goods-dominant to SDL following the introduction of
shared support service centers. The above framework explains
these change processes at the practice level when the analyst
explores how routines evolved from “old” to “new” alignment.
Banoun et al. (2016) showed that service centers initially
adopted a goods-dominant, industrial worldview that probably
guided their ostensive understanding of routines. This view was
supported by standardized procedures (artifacts) that suggested
dyadic formal interactions among employees and clients
(routine performances). However, differences of worldview
among employees and clients led to tensions through which the
ecosystem evolved, finally (temporarily), reaching an
institutionalized form that can be said to include
interdependent changes in the three aspects of routines. The
actors shared a collaborative worldview (implicated in new
ostensive aspects), supported by new technological platforms
(new artifacts) that encouraged collaborative value co-creation
performances among wider networks of actors (new types of
performance).
In particular, this case shows that new ostensive

understandings and artifacts did not realize institutionalized
routines until all actors agreed on their relevance for value co-
creation. During the process, adjustments and compromises
were required until the different aspects aligned across the
service ecosystem.

Institutional change as dialectical process
Given the multiplicity of actors and routines embedded in
service ecosystems, institutional change processes can be
characterized as extended (or continuous) political processes
(Lusch and Nambisan, 2015; Vargo et al., 2015) that may not
automatically generate fair or beneficial outcomes for all actors
(Mele et al., 2018). While service ecosystems are guided by
shared institutions, actors are likely to differ in terms of position
and institutional background. Consequently, they may
introduce their own schemas and resources to change the

routine or to prevent change (Lawrence et al., 2011; also Mele
et al., 2018). Here, the theory of routine dynamics is applied to
determine which processes might lead to sustained beneficial
changes in value co-creation routines.
From the perspective of routines, it is important to

acknowledge that institutional change processes are likely to
include both planned and practice-based activities as different
actors react to each other’s initiatives. Figure 2 summarizes the
present conceptualization of how these change activities
influence routines; while planned change activities often
culminate in the introduction of new artifacts, practice-based
changes are embodied in routine performances (Pentland and
Feldman, 2008). These activities are not necessarily mutually
supportive but may instead reflect tensions and conflicts among
actors and activities. New artifacts do not necessarily serve
different use situations – numerous studies have shown that
information technology systems are not adopted as planned
(Pentland and Feldman, 2008). Unintended variations might
occur if old routines are altered and new versions are not
accepted. These variations not only may be useful but also
conflict with the designers’ intent, so highlighting a need for
further change (Pentland and Feldman, 2008; Feldman,
2004).
The paper contends that the interplay of these different

change activities determines whether and how the institutional
change will occur at the level of routine. Service studies have
tended to distinguish planned and practice-based activities as
differences of perspective or process (Skålén et al., 2015b)
rather than as activities within the ongoing process of
institutionalization. To assess their joint effect on routine, this
paper instead views institutional change as a dialectical process,
in which cycles of planned and practice-based change activities
oppose or build on one another as shown in Figure 3.
In dialectical change processes, different activities or actors

build on or contradict each other and compromise solutions
emerge when these contradictions are resolved (Van de Ven and
Poole, 1995). The dialectical conceptualization proposed here
directs attention to how different change activities respond to
each other’s outcomes and how they can provide mutual support
in aligning routines (Bucher and Langley, 2016). While recent
service studies adopting a dialectical view have focused on the
tensions between different actors (Taillard et al., 2016; Nardelli,
2017), a shift of focus to change activities acknowledges that the
same actors may be involved in multiple activities but with
different roles, power relations and interests in each case. How
these actors behave in different cases provides valuable
information about the institutionalization process.
As discussed above, Banoun et al.’s (2016) study of shared

service centers illustrates these dialectical processes and the
different roles that actors play. At first, the service centers
deferred to their industrial worldview, planning rigid formal
procedures (artifacts) without engaging with customers during
the design process. Dissatisfaction and clashes of worldview
between clients and employees led to practice-based changes
involving temporary local arrangements to support value co-
creation. Subsequently, the service centers involved their
clients in the planning process to develop compromise
solutions (Banoun et al., 2016). Throughout the process,
tensions between employees (who were in charge of planning
processes) and clients (who reacted to the plans through value
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co-creation performances) prompted changes in the evolving
service ecosystems.

Coordinating the dialectics of institutional change
The proposed framework affords novel insights into how actors
can facilitate institutional change. Previous studies have
suggested that open dialogue and non-predictive strategies can
help central actors to shape service ecosystems (Mele et al.,
2018); the present dialectical account extends this view by
redirecting attention from single product/service development
projects to the coordination of the various activities that
contribute to institutional change. Because these activities exert
different influences on the three aspects of routines, actors can
facilitate institutional change by identifying tensions and
opportunities between planned and practice-based activities in
pursuit of the best possible compromise.
Some studies of routine change have suggested that planned

change activities should be seen as processes of collective sense-
making and selection (Pentland et al., 2012), integrating
learnings from practice-based changes across routines. In service
ecosystems, it might be possible to justify such a role for planned
change activities to institutionalize change. While it is unlikely to
be possible to control practice-based changes across service
ecosystems, the best novel performances can be collected,
reflected on and shared using appropriate artifacts during
planned change activities (Pentland et al., 2012; also Kimbell,
2011). This approach requires dialectics and responsiveness
between change projects and on-going routine performances.
The importance of coordinating dialectics during the

institutional change process can be illustrated by the case of a
self-sustainable housing solution called Patrimonio Hoy,
created for the Mexican low-income market segment by
CEMEX, a global cement manufacturer (London, 2012; Segel
et al., 2006). The solution emerged through a cyclical process,
during which CEMEX changed its offering entirely from a bag
of cement (1998) to a housing solution (2001). After launching
the original cement product, CEMEX had to review why low-
income communities had difficulty incorporating the product

in their construction routines. This led to several cycles of
planned changes and practice-based learning as CEMEX and
its networks sought to integrate their expertise with the schemas
and resources embedded in this newmarket. Their final revised
solution provided communities with building materials,
technical assistance and logistical support, as well as a
microfinance system, which mimicked elements from informal
group routines within the target communities (London, 2012;
Segel et al., 2006). This case demonstrates the importance of
building on variations and tensions in routine performance
rather than defending the originally planned routines, so
achieving alignment between the new routines and the
surrounding institutions. In 2004, CEMEX’s housing concept
became self-sustaining, creating a new business line that
subsequently expanded into Latin America, benefiting more
than twomillion people.
In summary, the proposed dialectical conceptualization of

institutional change at the level of routines builds on the earlier
view that service ecosystems emerge through the contributions
of multiple actors (Lusch and Nambisan, 2015; Edvardsson
and Tronvoll, 2013) and extends this account by explaining
how different activities influence value co-creation routines in
the process of institutional change. It also explains how
challenges arise when different change efforts influence the
ostensive, performative and artifactual aspects of routines in
conflicting ways, resulting in unanticipated outcomes. In
highlighting the conditions likely to support the
institutionalization of change, this framework has normative
implications for future research. First, it suggests that
institutions and the three aspects of routines should be aligned,
even if temporarily and incompletely. Second, it conceives of
institutionalization as a dialectical process and assumes that
coordination – that is, facilitating the dialectics between change
activities – is often necessary to institutionalize novel and useful
changes in routines and improve the possibilities for value co-
creation in service ecosystems. The next section considers what
this means for future empirical studies.

Figure 3 Dialectical model of the institutional change process
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Suggestions for future research

This paper argues that further empirical research on the
dialectics, coordination and alignment in institutional change
processes will help service researchers to understand and
explain institutional change at the level of value co-creation
routines. In particular, the question of when and how different
actors initiate and contribute to institutional change processes
in different contexts and situations must be explored in depth.
Adopting this actor-centric view will help to specify the
circumstances in which planned and practice-based activities
emerge and how they influence institutional change in value co-
creation routines in different service ecosystems.
Two research streams are proposed. The first of these

analyzes actors’ capacity to influence other actors – in other
words, the internal power dynamics of institutional change.
The second stream zooms in on the context of action – that is,
how the processes of institutional change differ across service
ecosystems, which vary in terms of the institutional
environment and the complexity and materiality of routines.
Together, these lines of inquiry can explain how value co-
creation routines evolve during institutional change.

Power dynamics in dialectical change
Many studies note that power dynamics influence how a change
process begins and evolves (Chowdhury et al., 2016;
Nardelli, 2017; Taillard et al., 2016; Van de Ven and Poole,
1995). Here, power dynamics refers to how different actors
exercise their agency to influence one another and so contribute
to routine change in planned and practice-based change activities
(Giddens, 1984; Howard-Grenville, 2005). By analyzing these
dynamics, researchers and practitioners can anticipate the
consequences of change activities and their dialectics in different
situations, and how best to facilitate these dialectics. Three
research questions are identified and discussed below.

RQ1.1. How can different actors initiate change in value co-
creation routines?

This question invites researchers to map the various ways in
which actors initiate change in service ecosystem value co-
creation routines. The above discussion suggests that change
can begin either from novel routine performances or from
planned service development activities and that each starting
point brings its own challenges. Where changes arise from
routine performance, the challenge is to scale up the new
performance. Improvising actors do not necessarily recognize
changes in their ostensive understanding (Tsoukas and Chia,
2002) and they may alter their own performances without
intending to change the entire system; others may need to
replicate these performances to change the broader ecosystem
(Di Pietro et al., 2017). On the other hand, where change
begins from the planning of new routines, the challenge is to
adjust these routines for different contexts to fit the schemas
and resources of actors across the service ecosystem.
Recognizing these alternative starting points helps to clarify the

complexities of coordinating any change process. It seems likely
that several change initiatives of different types will occur
simultaneously within a service ecosystem and these must be
coordinated to deliver a collective outcome on routines. Further

empirical research is needed to understand how the coordination
ofmultiple collaborating actors is achieved in different situations.

RQ1.2. How do individual actors influence routines in the
cycles of planned and practice-based change
activities?

This question delves deeper into the issue of how differently
positioned actors exercise agency in planned and practice-
based change activities (Feldman and Pentland, 2003;
Howard-Grenville, 2005), and under what circumstances their
actions might alter the direction of change. For example, users
typically propose novel ideas in service development projects
but have limited decision-making power. In practice-based
change, they exercise their agency by deciding whether and
how to engage in given routines (Feldman and Pentland,
2003). Conversely, service providers make decisions regarding
service designs but have limited influence on routine
performances. These dynamics may differ across service
ecosystems; for example, user-driven changes play a key role in
many technology-enabled service ecosystems such as Apple,
which has a closed operative system but has been very
successful in promoting app-related user-driven innovation.
Because apps are important to Apple, users exert significant
influence on the ecosystem’s design and development.
Actors may also enjoy unexpected agency grounded in their

various roles and resources such as social networks and skills
(Akaka and Chandler, 2011; Baker and Nelson, 2005).
Coordination efforts may fail if these sources of the agency are
not taken into account, as actors may develop local versions of
routines rather than contributing to collective routines. In other
cases, entire service ecosystems can be transformed without any
formal power. In their study of the Arab Spring uprising, Skålén
et al. (2015a) showed how activists were able to transform four
interdependent service systems – media, social movement,
healthcare and financial – by integrating resources and co-
creating value using a range of technologies. Further research is
needed to understand the nature of agency in institutionalization
processes in different situations and contexts.

RQ1.3. How do changing power relations among different
actors influence the dialectics in an institutional
change process?

This question asks how and why power relations change during
an institutionalization process, so influencing the evolution of
routines and the need for flexibility in coordination, as
changing resources and positions may increase or reduce
agency (Levina and Orlikowski, 2009; Feldman, 2004). Roy
and Harigan’s (2008) study of India’s Barefoot College
illustrates how changes in power relations can influence the
dialectics of planned and practice-based change in
unanticipated ways. Barefoot College educates illiterate rural
women about the use of solar panels to bring electricity to
remote villages. By creating new routines and roles, Barefoot
enabled the rural poor to integrate their previously
underappreciated resources to create value. These changes
empowered the poor and increased their self-sufficiency,
prompting several power struggles during the change process as
a result of resistance from actors who had traditionally
dominated. Dependence on urban professionals’ expertize was
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intentionally reduced, enabling the rural poor to overcome
poverty unaided. As they gained more power, other actors
became less important (Roy and Harigan, 2008). Further
empirical research is needed to investigate how and when
power relations change, how this change influences the
evolution of routines, as well as how actors resist such changes
in power relations and whether this resistance can stifle
institutional change.

Change processes in service ecosystems of different
kinds
The proposed second stream of future empirical research
would explore how the characteristics of service ecosystems
influence the prioritization and coordination of planned and
practice-based change activities during institutional change.
This responses to the call to investigate ecosystem differences
across regions and countries with different institutional and
cultural contexts (Ostrom et al., 2015). The framework
proposed here addresses this issue by specifying three factors
that are likely to influence institutional change in value co-
creation routines, namely, institutional diversity, the
complexity of value co-creation routines and routine formality
andmateriality.

RQ2.1. How does the diversity of service ecosystems’
surrounding institutions influence the dialectics of
the institutional change process?

Institutional diversity is likely to shape the power dynamics and
dialectics of change in different ways. Where service ecosystem
actors are embedded in different institutional contexts,
resource differences and the cognitive distance between them
will be greater (Lusch and Nambisan, 2015). Although this
diversity can provide inputs for innovative change (Siltaloppi
et al., 2016), the development of shared routines is likely to be
difficult, as actors’ ostensive understandings must be unified.
For example, there are usually extensive institutional
differences between users and firms in services targeting low-
income market segments commonly referred to as base of the
pyramid. As demonstrated earlier by the CEMEX case, these
differences may result in multiple iterations of routine
performance and redesign, confirming the need for constant
adaptation to varying conditions.
When actors share the same institutional context, change

processes are likely to entail less learning and fewer conflicts, as
in the case of Dabbawala, a service cooperative delivering food
boxes in Mumbai. Because its 5,000 cooperative members are
deeply embedded in the local culture and institutions, they can
shape the complex routine dynamics of their logistics network
without significant conflict. This kind of service ecosystem is
impossible to replicate, as it is based on intrinsic knowledge of
actors, schemas, resources and artifacts such as railways,
villages, streets and families (Thomke, 2012). Future research
should assess the influence of different institutional contexts on
the institutionalization of new value co-creation routines.

RQ2.2. How does the complexity of routines within a service
ecosystem influence the dialectics of institutional
change process?

The complexity of service ecosystem routines is also likely to
influence the dialectics of change activities. For present purposes,
complexity is defined in terms of the number of routines and their
interdependencies within a service ecosystem. As every service
ecosystem includes multiple value co-creation routines
(managerial, sales, frontline, user-to-user, etc.), different sub-
groups have different routines and partly different ostensive
understandings. For example, international payments using
SWIFT, the global interbank system, depend on multiple
systems and routines, guided by multiple laws and regulations
(Ambrosia, 1981). In contrast, the ecosystem around the
transportation network company Uber Technologies is based on
simple and effective routines supported by mobile apps, with
drivers and users around the world following the same routines
(Cramer andKrueger, 2016).
Complexity is likely to increase iterations of the planned and

practice-based change activities required to ensure alignment
within and among routines. Complex dependencies between
routines mean that change in one routine influences others and
innovators must take account of coordination and adaptation
issues (Kremser and Schreyögg, 2016). To understand these
dynamics, further empirical research should compare
institutionalization processes in more and less complex
ecosystems.

RQ2.3. How do service ecosystem formality and materiality
influence the dialectics of institutional change
process?

Furthermore, the formality and materiality of value co-creation
routines are likely to influence the dialectics of institutional
change processes. Some service ecosystems depend extensively
on formal and/ormaterial artifacts such as physical spaces, tools
or information and communication technology (ICT). For
example, financial service ecosystems rely on standardized ICT
systems to ensure consistent standards of customer service and
this reliance on formal artifacts is likely to favor planned
change, limiting the potential for improvisation.
In some service ecosystems, service is largely tacit and

coordination depends mainly on shared ostensive
understanding. Such ecosystems are likely to demand greater
flexibility and improvisational routine performances may drive
change. For example, tourism service ecosystems are typically
less constrained by material artifacts; while the physical setting
is fixed and some rules remain necessary, actors can experiment
with new routines and inspire others to imitate. Further
research is needed to clarify how the formality and materiality
of routines affect institutional change processes.
By addressing these issues, future research can enhance

existing knowledge about different actors’ agency in emerging
service ecosystems. This will provide a solid foundation for
assessing how planned and practice-based change activities can
be coordinated for alignment of value co-creation routines. As
argued above, this alignment is important for the
institutionalization of novel solutions. Table I summarizes the
proposed research agenda and core assumptions.

Concluding remarks

By applying the theory of routine dynamics to conceptualize how
institutional change emerges at the level of value co-creation
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practices in service ecosystems, this paper responds to calls for
greater theoretical and conceptual clarity in relation to the
complexities of change (Ostrom et al., 2015). In particular, the
theory of routine dynamics opens up the “black box” of value co-
creation practices in institutional change by addressing how the
internal dynamics of value co-creation practices, conceptualized
as routines, and are altered in such contexts. This approach
extends the SDL view of institutional change by directing
attention to the linkages between changes in institutionalized
rules of resource integration (Edvardsson et al., 2014; Koskela-
Huotari et al., 2016) and changes in everyday routines.
While previous studies have acknowledged that institutional

change influences institutional rules, resources and practices
(Koskela-Huotari et al., 2016; Vargo and Lusch, 2016), the
associated interdependencies have not been rigorously
conceptualized. This paper explicitly examines how the change
in institutional rules is intertwined with changes in routine-
specific schemas, artifacts and everyday interactions associated
with value co-creation. It is argued that the institutionalization
of new value co-creation routines requires alignment of internal
aspects of routines with each other and with the surrounding
institutions. The paper extends current accounts of the
coordination of institutional change processes by modeling the
interplay between planned and practice-based change as
the twomain types of activity in routine change. Understanding
the interplay between these activities and their impact on
routines illuminates how different actors contribute to and are
affected by the processes of institutional change.
This approach has several implications for future research

on how and why institutional change happens in service
ecosystems – what enables and inhibits sustained and
beneficial changes in value co-creation routines that
produce viable service ecosystems (Barile et al., 2016; Vargo
et al., 2017; Reynoso et al., 2018). Addressing this neglected

topic by studying different kinds of service ecosystems can
deepen existing understanding of institutional change,
strengthening the service platform view outlined by Lusch
and Nambisan (2015).
The theory of routine dynamics can also be of use to

service scholars in other research areas beyond the present
scope. For example, different types of service innovation can
be distinguished by analyzing changes in the three aspects of
routines and tracing the implications for value co-creation.
This approach can also shed new light on the role of
flexibility and efficiency in value co-creation processes by
mapping when and how performance variations can be
encouraged. Furthermore, even though routines are
dynamic, they also provide stability and repetition for value
co-creation actions and interactions (Feldman and
Pentland, 2003), which may explain why some service
ecosystems fail to change despite opportunities for
innovation. In general, the research opportunities afforded
by routine theories have significant untapped potential for
understanding complex service contexts where the plurality
of interests and cognitive and material resources challenge
simple models of value creation and innovation.
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