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• Customer Experience Journey Design
• Embedding Memorable Experience into 

Customer Experience Journey
• Customer Experience Co-Creation
• Industry 4.0 Technologies/Applications for 

the Creation of Customer Experience

Memorable Customer Experience Design

Module III 
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Firm-Consumer Interaction

1) Interaction is the locus of economic value extraction by the firm 

(and the consumer)

2) Interaction is the basis of consumer experience

The Firm:

Creates value

The Market:

Exchange of value

(products and services)

The Consumer:

Demand target 

for the firm’s 

offerings

The market is separate from the value creation process

The Traditional Concept of a Market
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Companies spent the 20th century 
managing efficiencies.

They must spend the 21st century 
managing experiences.



Firm-Consumer Interaction

1) Interaction is the locus of co-creation of value and economic 

value extraction by the consumer and the firm

2) Co-creation experiences are the basis of value

The market is integral to the value creation process

The Emerging Concept of the Market

The Market:

Co-Creation Experiences of

Unique Value in the context

of an individual at a 

Specific moment

The Firm:

Collaborator in co-creating 

value and competitor in

extracting economic value

The Consumer:

Collaborator in co-creating 

value and competitor in

extracting economic value

Prahalad, C. K., & Ramaswamy, V. (2004). Co‐creation experiences: 

The next practice in value creation. Journal of interactive marketing, 18(3), 5-14.
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What Co-Creation is not… What Co-Creation is…

1. Consumer focus

Customer is king or customer is always right.

Co-creation is about joint creation of value by the 

company and the customer. It is not the firm trying to 

please the customer.

2. Delivering good customer service or pampering 

the customer with lavish customer service.

Allowing the customer to co-construct the service 

experience to suit her context.

3. Mass customization of offerings that suit the 

industry’s supply chain.

Joint problem definition and problem solving.

4. Transfer of activities from the firm to the customer 

as in self-service

Creating an experience environment in which 

consumers can have active dialogue and co-

construct personalized experiences; product may be 

the same (e.g. Lego Mindstorms) but customers can 

construct different experiences

5. Product variety Experience variety

6. Segment of one Experience of one

The Concept of Co-Creation
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What Co-Creation is not… What Co-Creation is…

5. Product variety Experience variety

6. Segment of one Experience of one

7. Meticulous Market research Experiencing the business as consumers do in real 

time.

Continuous dialogue.

8. Staging experiences Co-constructing personalized experiences

9. Demand-side innovation for new products and 

services

Innovating experience environments for new co-

creation experiences

The Concept of Co-Creation
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Building Blocks of Interactions for Co-creation of Value

Co-creation 

of 

Value

AccessTransparency

Risk-benefits

Dialogue



FROM TO

1. One-way Two-way

2. Firm to consumer Consumer to firm

3. Controlled by firm Consumer to consumer

4. Consumers are “prey” Consumer can “hunt”

5. Choice =buy / not buy Consumers wants to / can impose her view 

of choice

6. Firm segments and targets consumers; 

Consumers must “fit into” firm’s offerings

Consumer wants to / is being empowered to 

co-construct a personalized experience

around herself, with firm’s experience 

environment

Transformation of the Relationship
Between Firms and Consumers

Prahalad, C.K., & Ramaswamy, V. (2005). Building New Strategic 

Capital for Co-Creation. Strategy + Business, forthcoming.
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The Market as a Target The Market as a Forum

1. The firm and the consumer are separate, with 

distinct predetermined roles.

The firm and the consumer converge; the relative 

“roles of the moment” cannot be predicted.

2. Supply and demand are matched; price is the 

cleaning mechanism.

Demand is forecast for products and services 

that the firm can supply.

Demand and supply are emergent and contextual. 

Supply is associated with facilitating a unique 

consumer experience on demand.

3. Value is created by the firm in its value chain. 

Products and services are exchanged with 

consumers.

Value is co-created at multiple points of 

interaction. Basis of value is co-creation 

experience.

4. Firm disseminates information to consumers. Consumers and consumer communications can 

also initiate a dialogue among themselves.

The Market as a Target for the Firm’s Offerings 
VS a Forum for Co-Creation Experiences
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The Market as a Target The Market as a Forum

5. Firm chooses which consumer 

segments to serve, and the 

distribution channels to use for its 

offerings.

Consumer chooses the nodal firm and the experience environment to 

interact with and co-create value. The nodal firm, its products and 

services, employees, multiple channels, and consumer communities 

come together seamlessly to constitute the experience environment 

for individuals to co-construct their own experiences.

6. Firm extract consumer surplus. 

Consumers are “prey,” whether as 

“groups” or “one-to-one.” Firms want 

a 360-degree view of the consumer, 

but remain opaque to customers. 

Firms want to “own” the customer 

relationship and lifetime value.

Consumers can extract the firm’s surplus. Value is co-extracted. 

Consumers expect a 360-degree view of the experience that is 

transparent in the consumer’s language. Trust and stickiness emerge 

from compelling experience outcomes. Consumers are competitors in 

extracting value.

7. Companies determine, define, and 

sustain the brand.

The experience is the brand. The brand is co-created and evolves 

with experiences.

The Market as a Target for the Firm’s Offerings 
VS a Forum for Co-Creation Experiences
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