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Abstract 

This paper focuses on how digitalisation has transformed value creation in the music 

industry. The paper draws on the service-dominant logic (SDL) framework, which 

distinguishes between SDL and goods-dominant logic (GDL). While GDL put emphasis on the 

intra-firm, exchange of manufactured output, embedded value and tangible resources, SDL 

emphasises the integration of intangible resources, co-creation of value by consumers, firms, 

and other actors, and that value is subjectively assessed. Empirically, we draw on a 

qualitative study of the digitalisation of the Swedish music industry that consists of 52 

interviews with various actors. The findings suggest that digitalisation has transformed value 

creation in the music industry from GDL to SDL. The key contribution of the paper is 

introducing SDL to music-industry research to understand value and its creation in a novel 

way. 
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Introduction 

The music industry has undergone an extensive transformation as an effect of digitalisation 

in the last 25 years (Wikström 2013). Due to digitalisation, new possibilities for creating, 

distributing and consuming music have emerged. In particular, digital transformation implies 

a change in how value is created in the music industry, which fundamentally changes the 

roles of music industry actors and consumers (Choi & Burns 2013). Understanding how value 

is created in an industry is an important research endeavour, as it has implications for the 

creation of business models, innovation of new offerings and the market orientation of 

firms, to mention a few areas. 

However, how value creation takes place and how the notion of value creation has changed 

over time due to digitalisation in the music industry has not been rigorously studied by music 

researchers. Therefore, the present paper asks the following research question: How has 

digitalisation transformed value creation in the music industry? 

 

To answer this, the paper draws on service-dominant logic (SDL), which is a framework with 

roots in marketing research for understanding how value is created. SDL stands in contrast 

to goods-dominant logic (GDL), which emphasises the intra-firm, exchange of manufactured 

output, embedded value and tangible resources, while SDL emphasises the integration of 

intangible resources, co-creation of value by consumers, firms, and other actors, and that 

value is subjectively assessed. Empirically, we draw on a qualitative study of the 

digitalisation of the Swedish music industry that consists of 52 interviews with various 

actors, and our findings suggest that some actors in the Swedish music industry have moved 

from GDL and SDL. To understand this change in detail, we draw on the conceptual 
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framework of Skålén and Edvardsson (2016), which suggests that a transformation from GDL 

to SDL takes place along six dimensions. For a broader perspective of the role of markets in 

digital transformation, we further apply the conceptual lens of service ecosystems. An 

ecosystem is constituted by linked actors who co-create value in relation to common goals 

and shared institutions (Vargo & Lusch 2016). Scholars have applied the service ecosystem 

to understand value creation through digitalisation (Sklyar et al. 2019), but research on how 

digitalisation transforms value creation has remained limited. 

 

The rest of the paper is structured as follows. The next section reviews the literature on SDL 

and service ecosystems. We then present the method, followed by our findings. Finally, we 

discuss and conclude our contributions. 

 

 

Literature Review 

 

Service-Dominant Logic and Service Ecosystems 

 

SDL derives from marketing research and was developed to understand the purpose and 

nature of organisations, markets and society. The logic involves five foundational concepts: 

actors, service, resources, value and institutions (Lusch & Vargo 2018). These five concepts 

are elaborated by five foundational premises that work as axioms for the conceptual 

framework: (1) service is the fundamental basis of exchange, (2) value is co-created by 

multiple actors, always including the beneficiary, (3) all social and economic actors are 

resource integrators, (4) value is always uniquely and phenomenologically determined by 
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the beneficiary, and (5) value co-creation is coordinated through actor-generated 

institutions and institutional arrangements (Vargo & Lusch 2016).  

 

Actors is a general term for entities such as consumers, suppliers, producers, etc. The term 

implies that all entities have the ability to contribute to creating value. In SDL service is not 

seen as a form of intangible output; rather service is “conceptualized in terms of the 

application of resources – for example, knowledge and skills – by one party for the benefit of 

another or oneself“ (Lusch & Vargo 2018: 6). Put otherwise, in SDL, service is understood as 

the value created for a customer, firm, public organisation or any other beneficiary; value is 

not created in a closed manufacturing process, as in GDL. Resources are classified as 

operand or operant and are the sources of service provision. Operand resources are often 

static and tangible, such as natural resources, to provide benefit  other resources needs to 

act upon them. Operant resources, in contrast, are resources that are “capable of acting on 

other (potential) resources to create benefit – they are often intangible and dynamic, such as 

knowledge and skills” (Lusch & Vargo 2018: 6). Applied knowledge, such as human skills and 

capabilities, are often addressed when discussing service exchange. Technology itself is also 

classified as an operant resource in the form of applied knowledge (Mokyr 2002). Value 

creation is the reason for service exchange and is actor-specific, meaning that value is 

“experiential, holistic, and influenced by the availability, integration, and use of other 

combinations of resources and exchanges and interactions with other actors” (Lusch & Vargo 

2018: 6), implying that “value is always cocreated” (6). Hence, in SDL, consumers determine 

the value of a service while using it in their own context. This contrasts with GDL, according 

to which value is embedded in goods or services and is objectively measured by price or the 

exchange value of goods and services. Studying how digitalisation has transformed value 
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creation in the music industry, then, involves focusing on how digitalisation has changed 

actors’ perceptions of value and their resource integration to co-create value. 

 

SDL also adopts a broad perspective on society, suggesting that value creation occurs among 

actors in multiple service ecosystems (Ng & Wakenshaw 2018). A service ecosystem is “a 

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

shared institutional arrangements and mutual value creation through service exchange” 

(Vargo & Lusch 2016: 10–11). They are understood as complex systems of many nested, 

interconnected parts and overlapping, loosely coupled subsystems (Koskela-Huotari & Vargo 

2016; Vargo et al. 2015). According to Chandler and Vargo (2011), the notion of a service 

ecosystem opens up analysis on various levels of aggregation: micro (e.g., individual and 

dyadic structures), meso (e.g., industry and community) and macro (e.g., state and national). 

This multilevel aggregation or systemic understanding of value co-creation allows and 

facilitates an understanding of the connectedness and contextualisation of value co-creation 

(Chandler & Vargo 2011). Studying the digital transformation of the music industry from the 

perspective of service ecosystems, then, involves focusing on how multiple actors on 

different levels have changed how they integrate resources and co-create value. 

 

The definition of service ecosystems suggests that SDL draws on the institutional literature 

(Kleinaltenkamp 2018) to understand resource integration and value co-creation. 

Institutions are “the humanly devised rules, norms, and beliefs that enable and constrain 

action and make social life predictable and meaningful“ (Vargo & Lusch 2016: 11). Scott 

(2014) also understood institutions to comprise “regulative, normative and cultural-cognitive 

elements, that together with associated activities and resources, provide stability and 
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meaning to social life” (56). Regulative pillars are rules and laws creating order through 

coercion, normative pillars are norms and roles of social obligation and signifying 

appropriateness, and cultural/cognitive pillars are the beliefs and understandings which 

create a shared logic from which meaning is derived (Koskela-Huotari, Vink & Edvardsson 

2020). According to Meyer and Rowan (1977: 341), the term “institutionalisation” refers to 

the procedures “by which social processes, obligations, or actualities come to take on a rule 

like status in social thought and action”. As such, an “institution represents a social order or 

pattern that has attained a certain state or property; institutionalisation denotes the process 

of such attainment” (Jepperson 1991: 145). Understanding the digital transformation of 

value creation in the music industry from an institutional perspective implies focusing on 

how regulative, normative and cultural-cognitive elements enable and constrain digital 

transformation by service ecosystem actors. It also entails focusing on how these elements 

shape sensemaking and activities of actors to integrate resources for service exchange and 

value creation. 

 

As argued in the introduction, value creation has been a neglected topic in music research. 

By applying the conceptual framework of SDL, which emphasises value co-creation, resource 

integration, service ecosystems and institutions, we may better understand how value 

creation has been transformed by digitalisation in the music industry. 
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Framework of Transforming from GDL to SDL 

 

SDL is a complex framework, so Skålén and Edvardsson (2016) developed a simpler 

framework to study the transformation from GDL to SDL that we apply here to study the 

transformation of value creation through digitalisation in the Swedish music industry. 

Notably, this framework focuses on firms, but it can also inform the study of an industry 

such as ours. Skålén and Edvardsson’s (2016) framework consists of six dimensions for 

studying transformation from GDL to SDL: (1) relationship with the market, from producing 

value through predefined processes to creating value in collaboration with customers; (2) 

the role of resources, from focusing on tangible products and services to focusing on the 

skills, abilities and performance of customers and employees; (3) the conceptualisation of 

value, from standardised offerings to diversified offerings that suit different customers’ 

value-creation processes; (4) the realisation of value, from focusing on efficiently embedding 

value into products and services to ensuring that customers realise value by integrating 

resources provided by firms; (5) the roles of employees, from adding value to products and 

services in a closed, manufacturing-like production process to co-creating value with 

customers; and (6) the role of leadership, from controlling employees tightly to empowering 

them to use their skills and knowledge to engage in customers’ value-creation processes. 

Note that this framework does not consider service ecosystems, which we do in our study. 

 

In sum, by drawing on both GDL and SDL, this paper advances the knowledge of how the 

music industry has been transformed by digitalisation. In the next section, we turn to our 

study of the Swedish music industry. 
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Method 

 

To answer the research question, the paper draws on a qualitative study of the 

transformation of the Swedish music industry, which was chosen as the research context 

because it has been distinctively characterised by digital transformation for the past 25 years 

(Wikström 2013). Hence, theoretical sampling (Glaser & Strauss 1967) guided the selection 

of context for this research. 

 

To collect data, we conducted fifty-two semi-structured interviews (Kvahle 2008) between 

2016 and 2019, both with actors in the music industry and with consumers. The industry 

actors included representatives from record companies, live organisers, music publishers, 

streaming service firms, artists and music pirates. The lengths of the interviews varied from 

50–90 minutes, and convenience and snowball sampling characterised the selection of 

informants. First, we contacted people in central positions in the Swedish music industry and 

interviewed those that accepted our invitations. Informants were asked for suggestions of 

relevant actors for the study, who were then invited and interviewed. All informants were 

offered total anonymity to make them confident and inspire sincere answers. 

 

An interview guide containing 10–15 questions was used. The questions depended on the 

type of informant. For example, industry actors were asked questions such as the following: 

What does a normal working day look like for you? How has your workday changed (over the 

years/related to digitalisation)? How has the music industry changed during the time you 

have worked in it? What have the changes meant to you? Consumers, in contrast, were 

asked questions like the following: How do you listen to music? How has your music listening 
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changed? What appliances do you use to listen to music? How do you find new music to 

listen to? How has your search for new music changed over time? 

 

We iterated between data collection and data analysis. Our data analysis was informed by 

our theoretical conceptualisation of transformation due to digitalisation from the 

perspective of SDL, but it also remained open to new emergent themes that could have 

informed our understanding of the digital transformation of the music industry. Our data 

analysis was inspired by emergent design and the constant comparative method (Strauss & 

Corbin 1990), but rather than being purely inductive, it was also framed by our theoretical 

conceptualisation. Our data analysis started with open coding, identifying concepts or codes 

and their dimensions and properties that existed in the collected data. We focused on 

identifying codes with respect to the digital transformation of value creation in the music 

industry. Open coding was followed by axial coding, where we grouped similar codes into 

categories and overarching themes related to the research question. This part of the data 

analysis process created the structure for the findings. For example, axial coding enabled us 

to conclude that the role of resources in the Swedish music industry changed from a focus 

on operand/material to operant/immaterial resources in line with the SDL. Finally, we 

conducted selective coding to integrate our findings with previous relevant research about 

the digital transformation of value creation, which is presented in the discussion section. 

 

 

Findings 

In this section, we present our findings about how the Swedish music industry has changed 

from GDL to SDL as an effect of digitalisation. 
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Relationship with the Market 

 

This section illustrates the shift in the Swedish music industry due to digitalisation by 

attending to how industry actors’ relationships with the market have shifted from a GDL 

view of producing value through predefined processes to an SDL-informed understanding of 

creating value in collaboration with customers. 

 

Prior to digitalisation, many business actors in the Swedish music industry operated with a 

closed production process in which value was produced within the organisation and 

distributed in the marketplace without any interactions with or direct interference by 

customers. Informant I2 informed us that the previous market state was characterised by a 

limited value-management process between artists, music labels and customers: “The only 

way to get your music out to the Swedish people was to get a record contract and […] you 

got a contract and you were booked up with a studio […] and then you finally got a master 

tape which you then […] sent to a factory, and which then made vinyls or CDs, which were 

then distributed to a large warehouse somewhere in Sweden, which was then distributed to 

the shops.” The business value was perceived in volume production, so big organisations 

were needed to realise value. I2 further stated, “If you did not have a large organisation that 

could take care of all this, it would not work […] you needed volume to make this work and 

therefore there were a few who could provide this.” Hence, I2 suggested that value was 

produced by the organisations in a closed internal production process consistent with GDL, a 

belief that was shared by many other informants. 
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Many informants expressed that their relationships with the market had changed as an 

effect of digitalisation. I5 in particular explained that record companies do not choose or 

determine value anymore: “We do not sit with this golden key to the recording studio […] 

without [which] […] you cannot make a song, decid[ing] who is allowed to record and then 

print a record, decid[ing] how many records to print, […] decid[ing] which three artists to 

highlight this year. It no longer exists.” This suggests a move away from GDL-informed value 

creation. In particular, informants found that the relationship with the market had changed, 

both in market position and in the perception of market value, which implies a movement 

towards an SDL view of the market. Furthermore, the change in actors’ market positions 

revolved around the change of market positioning of the customer. I2 informed us, 

“[Previously,] we almost never talked about the end consumer, which was completely stupid 

of us. But we did not care because when we had sold a record it was clear. Today it's not like 

that anymore, today you have to all the time [talk with the end customer], that's why the 

music industry is turning around.” Hence, consistent with SDL, the consumers’ value creation 

is a focal point of departure in the digitalised music industry. I2 continued by stating that it 

was the customer who now controlled the service value: “The customer controls […] We may 

think we can control it but we cannot.” 

 

The change in actors’ perceptions of value has changed their business activities from a one-

way flow of service exchange towards more customer involvement and co-creation of value, 

a key notion in SDL. I6 informed us, “Today we spend a lot more money on making [and] 

creating content that can create a direct relationship between the artist and the consumer.” 

In particular, playlists have changed how record companies relate to the market. One 

informant said, “Playlist are the new cash-cow for the music industry” (I11). For albums, the 
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content is decided by industry actors (producers, record companies and artists), while 

including songs on playlists is determined from the customer’s perspective. Playlists are built 

on statistics about customers and are designed to fit certain moods or activities of 

customers or by considering the previous listening history of a specific customer. Hence, the 

point of departure is the customer’s value creation, not the industry actors. 

 

 

Roles of Resources and Employees 

 

This section suggests a transformation from GDL to SDL with the digitalisation of the Swedish 

music industry by shifting from a focus on tangible products and services (operand 

resources) (Lusch & Vargo 2018) to the skills, abilities and performance of customers and 

employees (operant resources). This section also illuminates this shift by showing how 

employees were preoccupied with adding value to products and services in closed, 

manufacturing-like production processes and are now more focused on co-creating value 

with customers. 

 

By eliminating a closed, one-way channel of managing business value, music industry actors 

prioritise operant resources, that is, the skills and knowledge of employees and customers, 

as opposed to previous activities that relied on physical resources, raw materials and 

products. Understandably, actors’ business logic has changed: they have changed their views 

of resources as having potential value, where value is realised when resources are integrated 

and used. I10 described the shift of focus this way: “I now think that our value proposition is 

very different as a record company. Now it is not like we can distribute through different 
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kinds of plastics [CDs or vinyls] but it is rather how we work and develop talent and then in 

the end how we reach out.” I10 thus gave a clear example of the shift in focus from operand 

to operant resources, which is closely associated with a shift from GDL to SDL. 

 

This shift is paralleled by a different demand for competences and skills: “Much of the 

competencies of the people who worked in the industry were forced to move and quit. These 

[competencies] has been replaced by another type of, a different generation of knowledge, 

that has been brought to the record companies today” (I6). In particular, many informants 

said that personnel who were involved in physical distribution had been replaced by digital 

natives. For instance, I11 told us, “The market statistician is the new king at the record 

companies.” Several informants talked at length about the large amount of music-streaming 

data that the record companies received from streaming services, such as Spotify, and they 

use SDL to describe how these data illuminate how consumers create value: “We see 

everything in the data, what kind of song and where it is streamed, what age group, what 

gender, what country, we see if people skip songs before 30 seconds have passed, we see 

them drag the song from another playlist to your own playlist. There are a lot of indicators as 

KPIs which we use.” (I2). Such insights have yielded better coordination with consumers, as 

I6 described: “Today, a sophisticated system has been developed where we can almost in 

real time see how [...] fast [listening] grows, what target groups it grows in, […] a potential 

next target group. […] And that makes a huge difference for us to know what to do with our 

marketing efforts. [To understand whether] we may have gone out too early with a 

particular song or analyse other activities that we do.” 
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Because business actors in the music industry focus on the performance of consumers and 

how they use services, they also focus on facilitating and supporting customers’ resource 

integration, thus co-creating value with the customers in line with SDL. This support can take 

the form of suggestions based on customer preferences and other insights, which can also 

be observed from a consumer perspective: “Their [the record companies] suggestions for 

music based on your own preferences, that is quite good [...] and even more important […] to 

be suggested music that you are more likely to appreciate” (I4). 

 

 

Conceptualisation and Realisation of Value 

 

To understand how digitalisation transforms value creation in the music industry, first, this 

section focuses on how offerings have changed from standardised to diversified to suit 

different types of customers’ value creation processes, and second, on the shift in focus 

from efficiently embedding value into products and services to ensuring that customers 

realise value by integrating resources provided by firms. 

 

Consumer insights have made business offerings more diversified with a sharper focus on 

what the consumer wants and what they value. Business offerings have potential value 

which can be determined by different consumers: “[With] my first portable CD player it was 

that you listened to, you listened very intensely [...] But that was, the supply was very limited, 

it was very controlled” (I7: 7). Another consumer stated, “When you bought these CDs, they 

became more and more expensive and it was quite limited […] [but now] you can choose 

more of which [songs] you want to listen to, also which artists” (I8: 4). Hence, diversified 
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digitalised offerings consider how the consumer wants to create value rather than how the 

industry wants to create value, which suggests a shift from SDL to GDL. Our findings 

particularly suggest that with the advancement of digitalisation, business actors in the music 

industry moved from offering standard value to offering customers potential value. The 

latter understands value as embedded in the attributes or functions of business offerings, 

which customers integrate to determine value in use, as exemplified by I1: “I also think that 

it has become more, in addition to being global, the goal is also to develop and be able to do 

much more online, buy t-shirts, buy tickets, buy travel – use the platform with all the 

customers we have and offer other services” (I1). 

 

By understanding that music business actors diversify their offerings to suit different types 

of customers’ value creation, we also observe that business activities focus on realising value 

by integrating resources provided by the firm, as prescribed by SDL: “So then our marketing 

was forced to change based on what the consumer wants […] we cannot buy the respect of 

the people, but we must earn it through trustworthiness and engagement” (I6). I6 also 

explained how their marketing activities provided resources for consumers to integrate: “We 

thought that we cannot just send out a regular press release and do as we have always done, 

we have to do something different […] and then we gave the fans the task to sort of tell a 

secret about themselves and do it on Twitter and then use the hashtag.” In other words, I6 

suggested that the record company he worked for had changed the design of their activities 

and how resources were integrated, thus co-creating marketing with customers in line with 

SDL. 
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Another aspect of providing consumers resources to integrate is playlists, which allows 

consumers to make their own compilations of songs depending on their situational contexts, 

unlike the previous limited offerings of CDs: “In the car I listen to music. I have a specific 

playlist, it's actually called ‘alone in the car’” (I7). Another consumer stated, “I have a 

Christmas list which I listen to during Christmas” (I8). One informant described his 

contemporary music consumption: “I create my own playlist. I have playlists for different 

occasions. I share the playlists with some of my friends.” Hence, a digital music industry 

provides consumers opportunities to integrate resources and co-create value according to 

their own preferences, as suggested by SDL. 

 

Our findings also indicate that business activities are more focused on customer engagement 

than on customer spending: “Previously [our business activities] was based on getting people 

to spend as much money as possible on our products. While our business today is about 

getting people to spend as much time as possible on our products. And it sounds simple but it 

is a completely different way of working and a completely different economic model around 

how we work” (I6). Thus, our findings clearly show a shift from focusing on the exchange of 

money without any other interaction, which aligns with GDL, towards a focus on 

understanding and co-creating relationships with customers, which aligns with SDL. 

 

 

Service Ecosystem  

 

In this section, we draw on the service ecosystem perspective to understand how 

digitalisation has triggered actors to integrate resources to co-create value towards common 
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goals and shared institutions (Vargo & Lusch 2016). As such, we take a systemic perspective 

to analyse micro (e.g., individual and dyadic structures), meso (e.g., industry and 

community) and macro (e.g., state and national) levels of aggregation (Chandler & Vargo 

2011). 

 

Many of our informants emphasised the role of the Swedish government in the digitalisation 

of the music industry. For example, informants mentioned initiatives to lay broadband 

connections throughout the country and how the government provided incentives to rent or 

buy personal computers. This can also be viewed in contrast to music industries in other 

countries, where compact discs (CDs) are still a significant part of business activities and 

digital consumption is less prevalent among consumers. One informant recalled, “In Austria, 

for example, […] CD sales are still quite large. In Germany, it is a 40% so it varies a bit, 

Sweden is very far ahead. That is why Sweden is an interesting example if you want to look at 

what is happening in the music world” (I1). Another informant said, “France, Germany, 

England, Sweden, Norway, everyone is between 92 and 98% subscription. But the problem is 

that the definition of broadband is 256 kilobits per second… that we [in Sweden] had that 

connection speed, that was the most important thing when we talk broadband and by which 

we were far ahead” (I2). Hence, regulative initiatives pertaining to digitalisation by the 

Swedish state were an institutional force that shifted the Swedish music industry from GDL 

to SDL. These efforts not only affected industry actors but also consumers. From one 

consumer’s perspective, for example, “The first time you got real broadband I had […] 10 

megabits but it was much faster than like anything anyone else had […]. But then of course I 

also bought CDs but the purchase of my CD records quite dropped” (I7). The initiatives of 

broadband and personal computers thus clearly affected music consumption, and they 
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allowed people to download music-production programmes to start creating and 

collaborating on music in their homes. As I12 described, “Today computers almost have the 

same equipment as a studio, as everyone is working digitally […] I can do all editing [today] 

sitting on the train.”  

 

From a service ecosystem perspective, new digital resources became available (as 

infrastructure and tools) and were integrated by actors to provide service offerings. A prime 

example of this is the service provision offered by so-called music pirates, particularly on 

Pirate Bay. One informant made the following representative assertion: “Piracy for the 

ordinary people in Sweden was not lot of different options, it was Pirate Bay.” Another 

informant described that The Pirate Bay made it easy for consumers to consume music: “So 

an analysis that I think is very true is that digital consumption in Sweden was piracy, it was 

never I-tunes it was piracy. It was so easy, so much better than buying CDs.” (I9). Hence, with 

piracy, downloading music for free was institutionalised as a new cognitive scheme for 

accessing music among consumers as a better way to create value than buying vinyls or 

discs. Indeed, I13 suggested, “In 05/06 there was an enormous debate about pirate 

activities. The Pirate Party grew strongly. Politicians did not put their foot down and say ‘this 

is wrong, you must not download’. Rather, the societal norm was that it was okay to 

download illegally.” This rearranged the Swedish music service ecosystem. One informant 

told us, “It was during the piracy that you shut down a lot of businesses and so on and so 

forth, and the big ones barely made it” (I3). 

 

Nevertheless, the service exchange of The Pirate Bay was constrained by existing regulative 

institutions in the form of laws. “Sweden introduced the IPRED-act in April 2009. And the 
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IPRED -act meant that if you had downloaded illegally before April 1, 2009, you received an 

amnesty. But if you downloaded after April, you could be prosecuted. And what is cool about 

this is that from March 31 to April 1 the Internet traffic in Sweden fell by 42% from one day 

to the next” (I2). Eventually, the founders of The Pirate Bay were found guilty of copyright 

infringement, which opened the door for streaming services, particularly Spotify in the 

Swedish case: “Illegal downloading has completely disappeared in Sweden thanks to Spotify” 

(I14). I7 informed us about the implications of streaming: “When the streaming came it was, 

it evident that it was much better than piracy and what downloading had been in Sweden. 

[…] it took a lot less space because you did not need to have a three terabyte hard drive with 

all the music you might want to listen to because we know that much, quite a lot of what 

people downloaded during piracy.” Another informant elaborated, “You saw this was going 

to change the world, so it was so much better than anything else on the market. And for the 

first time there was something better than using BitTorrent or some other pirate service and 

it was a sensation” (I10: 3). Hence, streaming established a new cultural-cognitive script of 

co-creating value in the Swedish service ecosystem – and as we have shown above, 

streaming is associated with SDL. 

 

Spotify understandably filled a gap and nested or interlocked the two logics in one market, 

so its position led many music labels and publishers to change their value perception from 

GDL to SDL. In other words, music consumption did not decrease; rather, unpaying 

consumers started to subscribe to Spotify’s offerings. As such, Spotify offered a market 

which was unavailable for many actors as well as greater insight into and engagement with 

consumers. One informant told us, “As it looks today, it is a fascinating situation. Because we 

have a market in Sweden that approaches 90%, of which of all sales come from Spotify. It is 
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quite unique. They have never been close to that in any other country in our great time” (I9). 

Another informant said, “The breakthrough year for Spotify was 2009 […] the same time as 

Pirate Bay and IPRED. In 2009, our figures also increased for the first time in a long time […] 

we went up 10%” (I9). I3 also described Spotify’s position: “Today, Spotify is the largest 

source of revenue.” This can also be understood from a consumer perspective: “I had Spotify 

since 2009 and I have paid 99 kroner a month since then. So it is a couple of thousands that 

have gone away [been paid]. But at the same time, I can state, so I think that my 

consumption in purely monetary terms has increased” (I7). Hence, streaming in general, and 

Spotify in particular, has reconfigured the resource integration and value co-creation of the 

Swedish music service ecosystem. 

 

Furthermore, I9 described how Spotify’s position influenced a shift in the institutional logic 

of music labels and publishers, which supports our observations of a shift from GDL to SDL, 

with greater insight into customer engagement in business activities: “I think that the record 

companies in a way think that it is much better today because the data they get from the 

consumer today is fantastic. Because Spotify has it in their agreements that they give the 

record companies data on when people consume this music, how old they are and where 

they live, yes you know.” Hence, the data that Spotify and other digital streaming services 

provide enable record companies to approach the market from the perspective of how 

consumers co-create value, a key tenet of SDL. 

 

Through a service ecosystem lens, we can demonstrate how institutions in the form of laws 

and regulations have conditioned actors’ actions but also how those actors have established 

new institutions in the form of cultural-cognitive scripts about how to consume and co-
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create value. I4 summarised the transformation of the music industry: “There has been a 

rapid change of consumption in a very traditional industry where the value had been locked 

into the format. The record carried of the value and now there was a swing that the value 

resided in the experience, in the listening and I think that the whole record industry lived in 

denial for a very long time before they were forced to change.” Hence, the whole service 

ecosystem changed from GDL to SDL. 

 

 

Discussion and Conclusion 

 

Based on previous research and our findings, this section contributes by discussing how 

digitalisation has transformed value creation in the music industry by drawing on SDL (Vargo 

& Lusch 2004, 2008, 2016). It also reflects how SDL logic may be used by music researchers 

and practitioners to understand a digitalised music industry. 

 

According to Wikström (2013), the music industry has been highly digitalised over the past 

25 years. Choi and Burns (2013) suggested that value creation has changed due to the 

digitalisation of the music industry and that it has become more open and collaborative, 

changing the focus from producers’ value creation towards co-creation with other actors. 

We agree that value creation has changed, but how value creation in the music industry has 

transformed as an effect of digitalisation has been understudied. This paper contributes to 

filling this gap. 
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Our findings suggest that value creation in the music industry in Sweden has shifted from 

GDL to SDL. To understand this transformation in detail, this paper draws on the conceptual 

framework of Skålén and Edvardsson (2016), which suggests that a shift from GDL to SDL can 

take place along six dimensions. We identified changes in five of them: (1) relationships with 

the market, (2) the role of resources, (3) the conceptualisation of value, (4) the realisation of 

value and (5) the role of employees. We also observe that aspects two and five and three 

and four are interrelated, respectively. Hence, this framework may be used by practitioners 

to understand and researchers to study digital transformation in the music industry. 

Our findings reveal a shift away from physical albums towards immaterial playlists. Rather 

than focusing on producing tangible products and services in a closed, manufacturing-like 

process, the music industry has moved towards more open processes where the skills, 

abilities, and performance of customers and employees play pivotal roles. For example, 

designing and redesigning playlists is now possible due to digital solutions. We demonstrate 

that the focus on resource integration and value co-creation in SDL provides theoretical 

concepts for understanding the design and redesign of playlists and associated activities. 

 

The informants described smartphones as a game changer in the music industry, as they 

enabled music to be consumed anytime and anywhere based on consumers’ own 

preferences in their own contexts. The digitalisation of music services allowed the music 

industry to integrate resources with consumers to a greater extent, allowing the industry to 

learn from consumers’ listening preferences and to create relations with them, such as via 

social media. Thus, the music industry changed from standardised to diversified offerings 

that suited different types of customers’ value creation. Hence, the creation of new offerings 

or innovation in the music industry during digitalisation has focused on supporting 



 23 

customers to create value in use. SDL provides a conceptual toolbox for studying and 

understanding this type of customer-oriented innovation. 

 

Through a service ecosystems lens (Chandler & Vargo 2011; Ng & Wakenshaw 2018; Vargo & 

Lusch 2016), we broadened the perspective of the role of music markets in digital 

transformation. Our findings suggest that digitalisation has triggered actors to integrate 

resources to co-create value towards common goals and shared institutions in novel ways. In 

particular, the findings show that service exchange is both constrained and enabled by 

regulatory institutions in the forms of infrastructure initiatives and laws. However, new 

forms of resource integration and value co-creation that emerge bottom-up may influence 

service exchange and institutionalise new cognitive schemes among actors in the market, 

leading to reconfiguration of the market (or service ecosystem). Hence, along with 

understanding innovation, we demonstrate that the service ecosystem notion is a fruitful 

avenue for understanding the creation and constitution of a digitalised music market. By 

focusing on how music actors integrate resources in service ecosystems, new 

understandings of the music market may emerge in future research that transcend value co-

creation. 

 

Our informants argued that the music ecosystem has been reconfigured and that new 

actors, such as Spotify, have emerged as important players while the number of record 

stores and studios has dramatically fallen. Thus, actors who gave not undergone a shift and 

still lie on the GDL spectrum have been or risk being left out of the market (or service 

ecosystem) after its reconfiguration with new resources, service exchange and institutions. 

As such, the paper offers managerial implications for how music-industry firms may 
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approach the market openly to allow value co-creation and how firms must manage their 

personnel to empower them to proactively co-create value with customers and other service 

ecosystem actors. 
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