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ARTICLE

Value co-destruction through misintegration of 
resources within a public service ecosystem
Johanna Liljeroos-Cork and Mika Luhtala

Faculty of Management and Business, Tampere University, Tampere, Finland

ABSTRACT
The concept of public service ecosystem is gaining much interest in discourses 
concerning value co-destruction in public service delivery. We adopt public service 
ecosystem as a perspective to view value co-destruction within infrastructure industry 
through misintegration of resources. To us, value destruction represents a decline in 
individual, organizational or societal well-being. Our research identifies hybridity, tem
porality, interconnectedness, and interdependence as pivotal characteristics of the 
public service ecosystem leading to misintegration of resources. We argue that 
mitigating value co-destruction requires a focus on institutional arrangements, struc
tures, and incentives to align value creation processes and bridge gaps in the public 
service ecosystem.
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Introduction

The assumption that public service delivery always generates positive value is 
flawed. Critical views have challenged this overly optimistic notion of value crea
tion, highlighting undesirable activities and outcomes in the value creation process 
(Dudau, Glennon, and Verschuere 2019; Eriksson, Williams, and Hellström 2023; 
Järvi, Kähkönen, and Torvinen 2018; Parker, Cluley, and Radnor 2023). Terms such 
as value failure (Bozeman 2002), value loss (Hartley, Parker, and Beashel 2019), 
value destruction (Koolma and van Dreven 2019), value subtraction (Benington  
2011), value displacement (Hartley, Parker, and Beashel 2019), and disvalue 
(Cluley, Parker, and Radnor 2021; Esposito and Ricci 2015) have been used to 
describe the unwanted outcomes in public service delivery. While existing literature 
has predominantly focused on value co-destruction (VCD) from the customer’s 
perspective in the private sector, discussions on VCD in public services are slowly 
emerging (Järvi, Kähkönen, and Torvinen 2018; Osborne et al. 2022; Smith 2013). 
VCD in public services can be defined as a mutual result stemming from the 
interaction and misuse of resources (Echeverri 2021; Echeverri and Skålén 2021; 
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Engen et al. 2021; Järvi, Kähkönen, and Torvinen 2018; Williams, Kang, and 
Johnson 2016) between two or more systems within an ecosystem. More notably, 
we draw from Rossi and Tuurnas (2021) and van de Walle (2016) that value (co-) 
destruction can occur in any phase of public service delivery, and move away from 
the dyadic relationship of merely the service provider and service user relationship 
that has recently garnered significant attention in public service logics literature 
(Alford 2016; Lindqvist and Westrup 2020; Osborne, Radnor, and Nasi 2012; 
Osborne, Radnor, and Strokosch 2016).

We participate in this emerging discussion by analysing infrastructure industry, 
which we view as a public service ecosystem (PSE) (Ojasalo and Kauppinen 2022; 
Osborne et al. 2022; Trischler et al. 2023), where actors co-create value and rely on each 
other’s resources and resource integration (Edvardsson, Skålén, and Tronvoll 2012; 
Vargo and Akaka 2012; Vargo and Lusch 2004, 2008). Services are seen as applications 
of competencies for the benefit of others (Spohrer et al. 2008, 318). The infrastructure 
industry represents a hybrid context characterized by cross-boundary arrangements 
and multi-organizational collaboration (Vakkuri and Johanson 2020). We consider 
infrastructure industry as a PSE as public entities facilitate, coordinate, and, often, 
finance the existence of infrastructures and, thus, provide service offerings (Osborne  
2018) for individuals and society to enable transportation, communication, access to 
water, and so on.

Highly specialized project-based organizations (PBOs), primarily private compa
nies following market logics, collaborate with public entities to execute infrastructure 
projects. This collaboration often leads to goal incongruence, competing institutional 
logics, and varying forms of financial and social control (Vakkuri and Johanson 2020), 
potentially resulting in conflicts (Pache and Santos 2013; Reay and Hinings 2009), 
tensions between private and public value (Cui and Osborne 2022, 2023; Tóth et al.  
2018), or performance gaps (Zhu and Rutherford 2019) that hinder value creation. 
Such issues can pave the way for VCD.

VCD has been studied in various contexts such as healthcare services (Echeverri  
2021), within sharing economy (Buhalis, Andreu, and Gnoth 2020), B2B (Prior and 
Marcos-Cuevas 2016), nuclear power stations (Smyth, Lecoeuvre, and Vaesken 2018), 
and tourism and hospitality (Luo et al. 2019). The infrastructure industry remains an 
unexplored context, even though it has the potential to reveal much-needed insight 
into VCD practices within PSEs. In our perspective, the infrastructure sector intro
duces a compelling new context for examining the concept of VCD, distinguished by 
its departure from the service-intensive nature of e.g. healthcare, tourism, and 
hospitality.

This study aims to deepen the understanding of VCD within the infrastructure 
industry, addressing a research gap identified by Engen et al. (2021) in empirical 
studies on this phenomenon. Through the PSE perspective, we explore the intricate 
dynamics of VCD in the context of public service delivery, where collaboration 
between public and non-public organizations is increasingly prevalent (Dudau, 
Glennon, and Verschuere 2019). By conducting in-depth interviews with 26 industry 
experts in the Finnish infrastructure sector, our empirical research seeks to unravel the 
locus and mechanisms of VCD. This investigation not only contributes to theoretical 
advancements by extending the discourse on VCD but also provides practical insights 
for industry practitioners and policymakers on how to manage and pre-empt VCD. 
The study’s unique focus on the infrastructure industry with the PSE perspective 
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enriches our understanding of VCD, offering valuable implications for both academia 
and those navigating the complexities of modern service delivery. Our empirical 
research question is how VCD manifests in infrastructure ecosystem activities? Based 
on this, we ask, what explains VCD in a PSE?

The structure of this article is as follows: We begin by establishing a theoretical 
foundation, delving into the PSE as a perspective and examining VCD through the lens 
of resource misintegration. The subsequent section outlines our chosen methodology 
for data collection and analysis. Moving forward, we present the results of our first 
research question gleaned from our empirical investigation, followed by 
a consideration of the second research question in the discussion of the key findings 
through Public Administration and Management (PAM) views on VCD. Lastly, we 
draw conclusions based on our research findings.

Theoretical background

Public service ecosystem as a perspective

Service ecosystem is an increasingly adopted concept or unit of analysis when trying to 
understand and describe systemic and processual view of service and exchange 
(Simmonds et al. 2021). Service system and service ecosystem have been especially 
popular in the marketing literature (e.g. Lusch and Vargo 2014; Vargo and Akaka  
2012) but is gaining more attention also in the public service ecosystem (PSE) literature 
(Ojasalo and Kauppinen 2022; Osborne et al. 2021, 2022; Petrescu 2019; Trischler and 
Charles 2019; Trischler et al. 2023). According to some, the PSE perspective reveals the 
complexity of value co-creation and co-destruction and has become the most compelling 
framework for understanding public service delivery (Kinder et al. 2022; Petrescu 2019).

Service ecosystems can be defined in many ways. Vargo and Lusch (2016, 10–11) 
define them as ‘a relatively self-contained, self-adjusting system of resource integrating 
actors connected by shared institutional arrangements and mutual value creation 
through service exchange’. In the public context, Strokosch and Osborne (2020, 436) 
denote that PSEs “move us beyond the transactional and linear approach associated with 
[new public management], towards a relational model where value is shaped by the 
interplay between [various dimensions of participative and inter-organizational relation
ships] and not least by the wider societal context and the values that underpin it’.

Osborne et al. (2022) extensively explore value creation within the context of the 
PSE through diverse sources. They construct a framework that amalgamates various 
strands of Public Administration and Management (PAM) theory into a unified PSE 
framework. However, adapting their framework for this paper proves challenging. The 
existing framework suggests utilizing different theoretical lenses for distinct levels, 
whereas the intention here is to comprehensively analyse all levels of the PSE simulta
neously. Nevertheless, we recognize the insightful nature of the PSE concept when 
contemplating the value creation and destruction within specific public services. This 
perspective directs attention to the entirety of the ecosystem, aligning with the over
arching aim of our paper to holistically assess all levels of the PSE simultaneously.

In parallel to the work of Osborne et al. (2022), Ojasalo and Kauppinen (2022) 
explore the concept of public value within PSEs. Their study involves a comprehensive 
review of multiple studies that contribute to the understanding of PSE. The findings 
reveal a plurality of definitions and varying perspectives on the content and number of 
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PSE levels, ranging from three to five. Drawing from their literature review, Ojasalo 
and Kauppinen propose a distinct framework designed for the analysis of public value 
within PSEs. Noteworthy is their recognition of the significance of non-public orga
nizations in public service and value delivery. However, it is pertinent to mention that 
their framework does not align with the empirical data of our paper, as the identified 
levels do not correspond with our specific dataset.

We share a common interest with Osborne et al. (2022) and Ojasalo and Kauppinen 
(2022) in exploring value within PSEs. However, we differ in our approach, resisting 
the construction of a fixed framework for analysing PSE value due to the endless 
variations and perspectives. Our stance perceives PSE as a flexible concept, offering 
a holistic analysis perspective. We assert that PSE extends beyond its public entities 
with Public Service Organizations (PSOs) having incomplete control over it. Private 
entities, in our view, are not explicitly outsiders within PSE. Echoing Osborne (2018), 
we recognize that PSOs provide a service offering, and value emerges through citizens’ 
interactions with this offering in their life experiences. Osborne’s assertion that PSOs 
facilitate the value creation process aligns with our perspective, emphasizing the 
potential role of private actors in this process. This utilization of private actors for 
public value creation reflects the hybridity of organizational forms, as elucidated by 
Johanson and Vakkuri (2017) through perspectives of 1) mixed ownership, 2) goal 
incongruence, 3) multiplicity of funding arrangements, and 4) public-private financial 
and social control.

Given the hybrid nature of the infrastructure industry marked by cross-boundary 
arrangements and multiorganizational collaboration, we adopt the PSE perspective to 
explore value co-destruction (VCD) within this context. Our focus lies in understand
ing how value is co-destructed through the application of resources, reflecting inter
actions within the infrastructure PSE. This study leverages the PSE perspective as an 
analytical lens, offering a nuanced view of industry activities across different ecosystem 
levels. Notably, the integration of hybridity with PSE literature extends the application 
of PSE concepts and tools, contributing to a more comprehensive understanding of 
value dynamics in the infrastructure sector. Through our methodology and findings, 
we showcase the efficacy of the PSE perspective in unravelling the complexities of VCD 
within this intricate and dynamic industry.

Value co-destruction as a focus

There is a vast body of literature that has discussed the concept of value (e.g. McColl- 
Kennedy et al. 2012; Ng and Smith 2012). It is good to note that there is no agreed- 
upon definition of value, but multiple approaches remain. For example, Vakkuri and 
Johanson (2020) consider the various meanings and definitions of value and value 
creation in management literature. In marketing literature value has often been dis
cussed through the concepts of value-in-exchange and value-in-use (Vargo, Akaka, 
and Vaughan 2017) or as public value in the public management literature (e.g. 
Benington 2011; Moore 1995; Osborne, Radnor, and Nasi 2012). We adopt the defini
tion of (Cui and Aulton 2023) on value in public services which they base on Osborne 
et al. (2022), Osborne, Nasi, and Powell (2021) and Vargo and Lusch (2018): value is 
a change in well-being that occurs at individual, organizational or societal level. 
Therefore, for us, destruction of value represents a decline in individual, organizational 
or societal well-being.
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McColl-Kennedy et al. (2012, 370) define value co-creation as ‘benefits realized 
from integration of resources through activities and interactions’. However, this 
process does not always conclude in value creation for all parties (Stieler, Weismann, 
and Germelmann 2014), but another potential outcome of resource integration is VCD 
(see Appendix 1 for definitions on VCD). Therefore, misintegration of resources can 
be seen as a synonym for VCD (Laud et al. 2019), e.g. when interacting parties have to 
make compromises they have to abandon some of their initial value expectations, 
which on the aggregate exemplifies value destruction (Vakkuri and Johanson 2020). 
Resources for us are all operand and operant resources shaped by various institutional 
arrangements (Vargo and Lusch 2004; Vargo, Akaka, and Vaughan 2017).

VCD has been widely noted in the SMM literature. It has been identified as an 
interactional process between service systems that results in a decline in the well-being 
/value of at least one of the systems (Echeverri and Skålén 2011, 2021; Engen et al. 2021; 
Plé and Chumpitaz Cáceres 2010). For us, the systems within the ecosystem can be 
both public and private actors as the infrastructure ecosystem is hybrid in nature. In 
a hybrid setting, value creation problems can occur due to incompatible value creation 
logics co-occurring simultaneously (Vakkuri and Johanson 2020). An example of such 
a situation in the infrastructure industry might occur within a project organization 
where the client follows a public service logic, the service producer relies on market 
logic, and the individual doing the work is guided by professional logic. Managing 
these conflicts between differing institutional logics can be challenging as they are 
based on different sets of values and views. Another difficulty in value creation within 
hybrids can occur due to multiple constituencies in value creation (Vakkuri and 
Johanson 2020). If another party is creating value for a beneficiary and another for 
a customer, the imbalance can cause conflicts in value creation processes. 
Infrastructure projects can entail long value creation chains with multiple stakeholders 
along the lifecycle of the project, which can cause significant goal incongruence in 
value creation.

The underlying mechanisms for VCD have been noted to be e.g. accidental misuse 
of resources during interactions (Crowther and Donlan 2011), intentional misuse of 
resources (Chowdhury, Gruber, and Zolkiewski 2016), negative interactions or toxic 
collaboration (Cabiddu, Moreno, and Lombardo 2019; Razmdoost and Mills 2016), 
misbehaviours of customers (Luo et al. 2019), lack of resources to integrate (Laud et al.  
2019) or social distance of decision makers (Smyth, Lecoeuvre, and Vaesken 2018). 
Empirical research on VCD in the public sector is scarce (Skarli 2023). However, some 
VCD mechanisms have been identified such as inability to serve, mistakes, lack of 
bureaucratic skills and lack of transparency (Engen et al. 2021). Our study aims to 
contribute to this deficiency of knowledge on VCD in the public sector.

Methodology

Research strategy

The objective of this article is to gain insights into VCD within the PSE of the 
infrastructure industry. This research is rooted in the phenomenological research 
strategy, which delves into the manifestation of VCD phenomena in human con
sciousness, drawing inspiration from philosophers like Husserl (1970) and Heidegger 
(1962). We apply descriptive phenomenology as the foundational philosophical 
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framework guiding our inquiry. Descriptive phenomenology enables the exploration 
of subjective meanings, contextual embeddedness, and temporal dynamics inherent in 
the phenomenon. It facilitates the discernment of varied experiences across diverse 
contexts to articulate a unique essence encapsulating the core of the experience 
(Ghafoury, Roosta, and Hajipour 2020). In other words, the phenomenological 
approach helps to understand value destruction in the lived experiences of the 
interviewees.

The study employed 26 thematic interviews (Appendix 2) with experts from 
diverse roles and levels within the infrastructure industry. A key aspect of our 
approach was the qualitative exploration of value creation challenges from multi
ple perspectives through these interviews. This allowed for a comprehensive 
understanding of the phenomenon. In line with phenomenology, human under
standing is intricately intertwined with the contextual influences that shape their 
choices and confer significance to their lived experiences (Heidegger, 1962). We 
rely on this understanding to reveal the underlying mechanisms of VCD within 
the ecosystem.

Data collection and context

Empirical data was collected through thematic interviews. The themes of the inter
views (see Appendix 3) stemmed from a categorization formed based on a literature 
review we conducted on value destruction in the construction industry (Liljeroos-Cork 
and Luhtala 2023) and validated with industry experts connected to the research 
programme this study connects to (see the acknowledgements). We applied the top 
categories as our interview themes, leaving us with five themes: values and attitudes, 
knowledge, skills and experience, collaboration, management, and governance (laws, 
regulations, contracts). In addition, we asked about the general productivity in the 
industry: how it forms and how it can be improved. The interviews were conducted in 
Finnish to allow the interviewees to express themselves in their natural language.

The interviews were held remotely using the Teams platform. A total of 26 inter
views were conducted between January and April 2022. The sampling for our study 
was defined in collaboration with industry professionals, aiming to ensure an equal 
representation of participants at all levels. We sought individuals with extensive 
experience in the field to enable a thorough assessment of the phenomenon of value 
destruction at hand. Interviews were conducted until we achieved theoretical satura
tion (Glaser and Strauss 2017) as Hennink and Kaiser (2022), based on systematic 
review, infer saturation is usually reached by 17 interviews or less. The interviews 
varied from 47–111 minutes in length, in total over 35 hours of recordings. All the 
interviews were transcribed, leading to a total of 194 955 words of text.

The interviewees encompassed diverse actors from different functions and levels 
within the Finnish infrastructure industry. The interviewees represented the system 
level, client perspective, designer perspective, contractor points of view and various 
stakeholder groups such as energy and water infrastructure clients, digitalization 
specialists, and wholesalers. The interviewees from the ‘system level’ comprised of 
individuals with extensive experience and/or specialization in the industry, granting 
them a broad perspective. The client representatives consisted of prominent public 
entities responsible for organizing logistics infrastructures, such as streets and high
ways, in Finland.
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The main public entities responsible for these infrastructures in Finland are com
prised primarily of municipalities, central government agency on transport infrastruc
ture, and central government-led regional agencies on transport infrastructure. These 
PSOs facilitate and procure the infrastructure services for citizens. Public officials 
coordinate and plan the management of infrastructure construction and maintenance 
while politicians of representative democracy affect the initiation of bigger projects and 
decide on the budget that defines the resources for infrastructure services. Design, 
contracting, and maintenance are mostly executed by private service providers.

Data analysis of interviews

We conducted computer-assisted qualitative data analysis (CAQDAS) using Atlas.ti 
software to organize our data. The analysis was conducted on Finnish-language data. 
This ensured that essential nuances associated with the phenomenon were not lost in 
translation. Only the finalized results were translated into English. Our approach to 
our research question was inductive, allowing for the exploration of all possibilities and 
potentials within the data (Corbin and Strauss 2008). We coded instances where 
a decline in the well-being of one or more actors was interpreted to have occurred at 
the individual, organizational, or societal level (Cui and Aulton 2023).

The initial round of coding was conducted independently by the researchers with
out predefined coding schemes (Corbin and Strauss 2008). During this analysis, we 
encountered several challenges due to the lack of systematic and accurate rules for 
analysis (Kyngäs, Mikkonen, and Kääriäinen 2019). To address this, we adopted 
a collaborative approach where we periodically discussed our thoughts on the analysis 
and how our understanding evolved. This allowed us to make corrections and align our 
analysis with the initial objectives.

The first round of analysis resulted in over 1000 codes. At the end of this round, we 
merged codes with different names but similar meanings. In the second round of 
analysis, conducted collaboratively, we categorized and discussed the contents of the 
codes. With an improved understanding of the data, we made changes to many codes 
to better represent their meanings. We first categorized the loci of VCD and then 
identified the VCD mechanisms within each category. This process enabled us to 
address our first research question regarding the occurrence and nature of VCD.

The presented PSE levels are our interpretations of the interview data’s content and, 
as such, the levels represent our understanding of the interviewees’ perceptions of the 
relevant ecosystem activities. In addition to the interviews, our understanding and 
interpretation are affected and guided by our embeddedness in our multi-disciplinary 
backgrounds of administrative science and public financial management. We consider 
that while the PSE levels could be described in an alternative manner, the content 
inside would be similar to this data. The levels of aggregation of a service system have 
no fixed or predetermined boundaries but are dependent on the research context 
(Frow et al. 2019; Trischler et al. 2023). Our empirical findings on VCD reside on 
four levels: exo-level, macro-level, meso-level, and micro-level (see Figure 1). The exo- 
level resembles Bronfenbrenner’s (1986, 1977) exosystem, which is an external envir
onment that usually has an indirect impact on the individual within the ecosystem. For 
us, this locus of VCD comprises of various institutional arrangements such as industry 
characteristics (ways of organizing), markets, and regulation. It is pivotal to under
stand the institutional arrangements as on many occasions when value is not co- 
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destructed intentionally (Plé and Chumpitaz Cáceres 2010), it’s rooted in something 
that has become characteristic of the industry. The macro-level consists of the politico- 
administrative environment that has a major influence on the well-being of the 
ecosystem through the formulation of policy aims, roadmaps, strategies, and plans. 
The meso-level is represented by the project organization. Therefore, the meso-level 
activities depict the inter- and intra-organizational relationships of the infrastructure 
industry. The micro-level for us is the individual who is influential on all the other 
levels of the ecosystem as they are nested within groups of actors (Chen, Schuster, and 
Luck 2023). The adopted multi-level perspective here allows us to alternately zoom in 
and zoom out to understand the VCD in question at any level (aggregation) of interest 
(Chandler and Vargo 2011). The levels also represent service systems that comprise the 
ecosystem’s well-being (Gallan et al. 2021).

These findings are not recommendations or criticisms of the organizing of the 
activities. These are observations of VCD, i.e. activities that induce a decline in 
individual, organizational or societal well-being, in the infrastructure industry. 
Therefore, we don’t take a stance on the valuation of the activities.

Findings

Value co-destruction within institutional arrangements

Industry characteristics
Our analysis highlights multiple mechanisms of VCD resulting from the fragmentation 
of resources in the infrastructure industry. This fragmentation may lead to misalign
ment of resources or inability to utilize resources due to inconsistent or contradictory 
institutional arrangements.

Firstly, the industry is characterized by the interviewees as highly specialized within 
different communities of practice with epistemically distinct areas of expertise and 

Figure 1. Value co-destruction in a public service ecosystem.
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professional cultures. This specialization often leads to conflicting value creation logics 
and suboptimization, causing a loss of understanding of the whole ecosystem. 
According to the interviewees, this also hinders the overall development of the field 
due to the lack of common objectives and differing opinions on necessary changes.

We have this thinking to competitively bid on the whole project. For example, if we think about 
designers in different disciplines and multidisciplinary projects, so those are bid separately. 
We’ll look for a lead designer, let’s say a track designer, then there will be a separate package for 
the bridge and its geotechnical aspects, and then the electrics, safety systems etc. This has been 
a typical model in the construction field, where different technical areas, one from here and 
another from there, and then an architect is put as the lead designer who should manage that 
entirety. (I15)

Secondly, there is a significant fragmentation of practices within infrastructure pro
jects. This is primarily attributed to the unique nature of project-based organizations 
(PBOs) formed for each project. The novelty of each project requires actors to learn 
how to integrate resources effectively, leading to a time-consuming process. By the 
time a certain level of balance is achieved, the project concludes, and the cycle starts 
anew with different actors. Fragmentation of practices also stems from the lack of 
standardization and regional variations in procurement methods and models 
employed by clients.

Thirdly, temporal fragmentation poses challenges in considering the life-cycle 
productivity of infrastructure. The timeline from initial political decision-making to 
construction completion can span years or even decades. This process involves urban 
planning, procurement, design, and construction, followed by ongoing maintenance 
funded separately. However, maintenance considerations often get overlooked, includ
ing funding. The growing trend of infrastructure investments globally contrasts with 
a maintenance backlog that for example in Finland has nearly tripled over the past two 
decades. Additionally, periodic procurement, driven by annual budgeting in munici
palities, leads to simultaneous procurement processes, limiting contractors’ ability to 
provide high-quality offers and allowing subcontractors to raise prices.

Markets
Value destruction in different market segments can have significant implications. 
Firstly, within the labour market, value can be undermined by a shortage of skilled 
labour, leading to a deficit in essential competencies and know-how. The absence of 
effective knowledge transfer models, such as master-apprentice systems, further con
tributes to this deficit. Certain procurement models that require specific skill and 
experience levels can create barriers for younger generations, limiting some providers’ 
ability to participate in bidding processes and diminishing competition. Additionally, 
limited public funds, often resulting from economic downturns, can exacerbate the 
scarcity of experienced professionals, as seen in the shortage of experienced foremen in 
Finland after the 1990s recession.

Secondly, the industry market faces challenges arising from homogeneous and 
conservative management practices that hinder strategic value creation: the top man
agement of the organizations is described to have gone through the same studies and 
have a very homogeneous perspective on things. Some interviewees feel that the 
change to the market’s dominant practices in the value chain would need to come 
from outside or from a very innovative new actor in the markets as significant change 
through current actors seems unlikely.
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In many aspects, especially in Finland, we are quite behind in terms of development. Even now, 
with fibre-optic networks and fibre-to-home solutions, Sweden is about five years ahead of us. 
Even though we have recognized that the concept works well and is being implemented all 
around the world. But we always, of course, approach it cautiously in Finland, which is often 
related to funding and other factors; it’s part of our general culture. (I26)

Thirdly, in the material market, volatility and price fluctuations can have adverse 
effects. Due to a lack of trust and uncertainties in market dynamics, actors may 
accumulate excessive material stock even when its future sale is uncertain. This tie 
up capital and creates inefficiencies. Conversely, high material prices can discourage 
investment and impede project progress. Furthermore, the absence of a circular 
economy approach results in valuable materials being wasted instead of being reused 
or resold, contributing to value destruction.

. . . for example, waste material, how it’s utilized. Such a market doesn’t exist at all, and we have 
ethical difficulties about what to do with that material. (I3)

Lastly, VCD in the international market is associated with collaboration challenges 
arising from differences in rules and regulations between countries. Difficulties in 
aligning administrative processes and regulations can impede smooth cooperation and 
hinder value creation in infrastructure projects.

Regulation
Regulation plays a crucial role in shaping the infrastructure industry, but it can also 
contribute to VCD through various mechanisms. Outdated laws may fail to address 
the evolving operating environment, hindering operations and creating inefficien
cies. Transnational legislation, such as EU directives, are perceived as ambiguous, 
leading to overlapping work for authorities and challenges in interpretation. 
Excessive regulatory detail stifles innovation, while loose regulation allows for 
excessive discretionary decision-making, sometimes conflicting with constitutional 
law. According to some interviewees, appeal and veto rights can prolong adminis
trative court proceedings, delaying construction processes. Furthermore, govern
ance models aimed at preventing monopolies may limit private rights and hinder 
value creation objectives.

Rules and standards can also lead to VCD. Overly strict norms, such as asphalt 
standards, restrict experimentation and the use of new materials, impeding innovation 
and productivity improvement. Excessive regulation can create bureaucratic hurdles, 
hindering the use of recycled materials and contributing to project delays and waste 
generation. Procurement rules focused solely on price competition may overlook 
quality considerations, compromising value creation. Lack of standardization and 
outdated guidelines can also impede value creation and generate excessive 
bureaucracy.

Interviewees describe how legislative processes themselves can cause VCD. 
Uncertainty arising from changes in legislation makes it challenging for individuals 
to keep up and update their skills accordingly. Lack of information dissemination 
during the legislative process and delayed understanding of requirements can result in 
significant efforts to comply with new regulations. According to the interviewees, 
ensuring effective legislation that aligns with operational contexts, necessitates closer 
connections and interaction between legislative development and the infrastructure 
industry field.
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They don’t intentionally make them [regulation] overly complicated or industry-inhibiting. 
However, they result from the accumulation of various factors, because different stakeholders 
have different motives. And what comes out is somewhat of a compromise. (I26)

Conservative attitudes and a lack of genuine interaction in the legislative preparation 
process hinder the ability of legislation to keep up with industry developments. Poor 
outcomes from the legislative process can lead to stagnation or non-construction of 
infrastructure, and compromises made during the process may not satisfy all stake
holders optimally.

Value co-destruction on politico-administrative governance level

Administrative activities
Our findings highlight various factors contributing to resource misintegration and 
VCD within the administrative activities in the infrastructure industry. The budget 
structure and organizational silos within state administration pose challenges for value 
creation as administrative branches may be reluctant to acknowledge interconnections 
with other branches, limiting collaboration and hindering the integration of ICT 
systems. Furthermore, this fragmentation extends to other levels of administration, 
such as local government and municipalities, resulting in differing processes and ICT 
systems, further exacerbating the lack of coherence, and increasing the risks of 
resource misintegration.

The interdepartmental, somewhat department-centric thinking is due to the budget structure. 
This became quite evident when we went through major information systems and asked their 
implementers a somewhat amusing question: does this system have any impact on other 
stakeholders or other government departments – no impact or only minor impact, accounted 
for 65–90 percent of the responses, meaning that these systems had no impact on anyone else. 
So, what I mean is that our state budget structure, and currently, we lack mechanisms to 
properly recognize these interdependencies of actions, making it perhaps the biggest produc
tivity challenge at the moment. (I4)

Information management on the sectoral level is a significant challenge. Different 
actors, phases, and disciplines have varying meanings and understandings of the same 
terminology, resulting in contradictory concepts and disruptions in technical informa
tion flows. The availability and shortage of information further contribute to resource 
misintegration. Missing information and the overwhelming volume of data hinder 
effective decision-making and can lead to difficulties in accessing core information in 
the future. The lack of a centralized register for storing structural information is 
identified as resource misintegration. Structural data is often controlled by private 
service producers, who may change after the procurement competition period, leading 
to limited access to relevant data for maintenance or new construction projects. 
Furthermore, the repetitive input of the same information into different public admin
istration organizations due to the absence of a centrally administered register adds to 
the inefficiency.

The importance of ministry steering is emphasized in our data, particularly 
in implementing new practices like collaborative construction. Lack of strategic 
focus and steering contribute to misintegration of resources as it can result in 
diminished cooperation and therefore to further costs when resolving differ
ences and misspending valuable time. The implementation of legislation can 
also induce resource misintegration. The timeframe for implementing new 
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legislation, without considering the technical lifecycle of existing infrastructure, 
can result in economic value destruction. Similar challenges may arise in other 
contexts where the alignment of practices with legislative requirements is not 
adequately addressed. Furthermore, the legislative drafting process itself, invol
ving input from various experts, inherently holds the potential for misintegra
tion. Compromises made during the integration of different perspectives may 
not fully align with the objectives of all stakeholders, leading to co-destruction 
of value.

Political activities
Fluctuating annual budgets of public organizations create challenges in terms of 
predictability for infrastructure projects and operations. While budget adjustments 
are necessary to address macroenvironmental conditions and democratic values, the 
long-term nature of infrastructure lifecycles makes them susceptible to short-term sub- 
optimization perspectives. Cost-effective planning and initiation of infrastructure 
projects require long-term considerations, and the interdependency of projects further 
complicates matters; if one project is not realized, it can impede or disadvantage the 
initiation of other projects. Furthermore, interviewees highlight that budget cuts in the 
public sector during the 1990s recession resulted in the discontinuation of the national 
master builder education programme. This decision has had repercussions on the 
industry and labour market and affects even today, despite the education programme 
being restarted in the 2000s.

Value conflicts within representative democracy directly impact budget fluctuations 
and the formulation of policy aims, roadmaps, strategies, and plans. While compro
mise is inherent in political decision-making, there are instances where political 
bargaining compromises the original objectives of a policy, leading to cascades of 
resource misintegration during its implementation or even preventing the policy from 
being implemented at all. Additionally, politicians often prioritize investments in 
infrastructure projects within their regions to demonstrate their commitment to 
regional development. This phenomenon, known as ‘culvert-politics’ or ‘bridge 
drum politics’ in Finland, raises questions about whether these investments truly 
generate optimal societal good or public value and whether a more thorough cost- 
benefit analysis could guide the allocation of resources more effectively.

Well, the pork barrel politics is still pork barrel politics, it hasn’t really changed from that 
[laughs]. We’re building impressive structures here and there, and if we think about the entire 
Finland, whether they are always the best locations, or the most productive locations, or the 
places that serve the societal interests the best, where we just happened to erect structures now, 
maybe that should be assessed a bit more carefully. (I4)

Value co-destruction on project organization level

Most infrastructure projects are executed through project organizations (PBOs), which 
differ from traditional organizations in that they involve a network of actors collabor
ating to create a specific asset. These PBOs typically encompass various functions, 
including urban planning, procurement, design, construction, and maintenance of the 
structure. The timeline of these projects is noteworthy, as already pointed out earlier, 
often spanning years or even decades between the different functions. Moreover, 
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a project may involve multiple designers, constructors, and clients, necessitating 
a holistic view of the project.

Effective resource integration and value creation within project organizations 
can be seen from a holistic perspective. However, interviewees identified several 
factors that contribute to VCD in this context. These include vague or changing 
client goals, procurement timing misalignment between clients and producers, lack 
of understanding of the collective impact of choices, and actors prioritizing their 
own interests over the project’s overall benefit. These challenges arise from the 
complex nature of project organizations, with multiple levels, functions and actors 
involved.

Our findings also highlight significant challenges in information management 
within infrastructure projects. The procurement phase often involves massive amounts 
of information, overwhelming producers and potentially resulting in poor quality 
tenders due to an inability to fully understand the requirements. Designers also 
generate excessive amounts of information, much of which is deemed wasteful and 
unusable in subsequent project phases. Conversely, missing vital information can lead 
to delays and the need for error correction, hindering project progress. These informa
tion management challenges not only impede effective decision-making and project 
execution but also hinder the overall value-creation process. The excessive quantity of 
information and generation of unusable content contribute to the misintegration of 
resources within infrastructure projects, impeding efficient information management 
and hindering the value-creation process.

The lack of effective communication is a prevalent issue identified in our data across 
the industry. This lack of communication is not necessarily intentional but is primarily 
attributed to the complex and fragmented nature of the industry, resulting in mis
integration of resources. Specific to project organization, our findings reveal that 
designers, who possess specialized expertise in different technical genres, often fail to 
effectively communicate with one another. This lack of communication becomes 
particularly problematic in projects requiring parallel designing and construction, 
where stakeholders struggle to reach a consensus on design priorities and the sequen
cing of construction activities. Consequently, VCD can occur due to incorrect designs 
being implemented at inappropriate times, resulting in delays and the need for 
redesigning. The absence of communication also gives rise to coordination problems, 
disrupting the governance of the value creation chain. Our data further highlights the 
insufficient linkages between the design phase and subsequent stages such as construc
tion and maintenance.

At its worst, it’s doing things that need to be done again. That’s the most unfortunate example 
of it, and then we can indeed talk critically about the lack of interaction and understanding of 
the matters. (I8)

The misintegration of resources at this level can also manifest through value 
conflicts. Our data highlights the challenging position of designers who often face 
conflicting demands, caught between the pressure to meet different political 
agendas, such as promoting sustainable modes of transportation while also 
addressing the preferences of citizens, including car owners. Contractors may 
also contribute to misintegration by making material choices contrary to the 
recommendations of designers to cut costs, which can lead to complications 
during the maintenance phase. Additionally, clients prioritizing low prices in 
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procurement processes can incentivize producers to adopt business models that 
prioritize short-term profit but may have adverse long-term effects on the project 
as a whole and the industry.

In project organizations, poor management practices were identified as significant 
contributors to VCD. One key issue is inadequate work planning, resulting in sub
stantial value losses.

The construction site starts living from hand to mouth, materials are ordered a bit late and a bit 
too expensive, and it’s as if the execution is breaking down. This makes it unprofitable for the 
contractor and expensive for the client. In other words, investing in the planning of the project 
when it’s on the client’s desk, and the contractor should invest in evaluating the design, evaluating 
the plan, and their work planning so that the construction site then runs smoothly. (I6)

Limited resources and excessive workloads lead to compromises in proper planning 
processes, favouring familiar methods over innovative approaches that could generate 
value. The absence of self-improvement initiatives further erodes value, particularly in 
the long term. This is linked to a focus on short-term profitability and a failure to 
identify inefficiencies within operational processes. Fears and conservative thinking 
hinder self-improvement efforts, while heavy leadership structures impede desired 
changes. On the client’s part, contract management plays a crucial role, with value co- 
destruction often stemming from vague goals and a lack of emphasis on collaboration 
within the project organization. Dissatisfaction arises from clients’ slow decision- 
making processes, leading to delays and ongoing expenses. Contractors face challenges 
in site management, particularly in work planning and supervision. This results in 
work interruptions, unnecessary tasks, unpredictable work sequences, and neglect of 
quality control. Subcontractor management during the bidding phase is problematic 
due to time constraints, leading to underestimation of costs and inadequate under
standing of production requirements. Neglecting quality control and collaboration 
within subcontractor chains destroys value. In maintenance, management issues con
tribute to value destruction, impacting traffic flow and causing disruptions like traffic 
jams and abnormalities. Overall, addressing these management-related challenges is 
essential for improving value creation and achieving successful outcomes in infra
structure projects.

Value co-destruction on individual level

On the individual level, misintegration of resources can happen due to attitudinal and 
values-related issues or knowledge and skills-based matters. Attitudinal challenges are 
mostly related to a lack of motivation and resistance to change. A decreased enthu
siasm and drive among individuals can, however, result in reduced productivity and 
value destruction. The feeling of hurry was the most identified reason behind resis
tance to change. People are too loaded in their work and change is perceived as a threat 
as one potentially must learn new skills and ways of doing things.

Value can be co-destructed also due to cognitive barriers such as limited under
standing or negligence (make-do attitude) that leads to mistakes, inefficiencies, and 
compromised value creation. This was depicted by the interviewees as insufficient 
comprehension of concepts or processes such as the concept of sustainability or 
productivity and how they lead to value creation. Negligence was identified as a lack 
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of courage or a tendency to overlook critical situations or adoption of makeshift 
approaches.

Well, at least I’ve witnessed the breaking of such long-standing operational models. There are 
people who have been doing things a certain way for 30 years, and then when you start 
changing things and say, ‘Now we’re going to operate this way’, it’s really difficult to break 
free from those ingrained practices, even if there might be many wrong ones among them. It’s 
extremely challenging to let go. People get used to doing things a certain way and believe that 
it’s the only right way. (I20)

Conflicting value creation logics can also lead to VCD. These divergent perspectives 
and priorities to value creation or differing institutional logics were apparent in our 
data when interviewees described situations where the contractor “just wants the job 
done’ despite possible differing contractual agreements; the client implements “ivory 
tower’ -like decision-making; or the designer pursues his own goals over the benefit of 
the wider community. The above-mentioned behaviours easily lead to conflicting 
objectives, suboptimization and distrust, thus hampering the value co-creation.

Perhaps it’s a one-sided pursuit of self-interest. That’s probably the key factor. Maybe the most 
common general contracting model and the associated efforts to ensure compliance with the 
contract and monitor that one’s own interest is met—this might eventually lead to a twisted 
situation where we are only focused on our own gains. This could become a problem in every 
aspect, even in terms of successfully completing the entire project. It’s challenging. (I12)

Lack of knowledge or skills can be a major cause of misintegration of resources. In our 
data, lack of knowledge mostly referred to lack of information and therefore not being 
able to perform optimally. Whereas lack of skills had to do with various inabilities such 
as an inability to anticipate, inability to reflect and learn, inability to apply or govern 
information, and inability to perceive holistically. The interviewees described these 
inabilities easily leading to repeating mistakes and doing unnecessary work, therefore 
lowering productivity.

Discussion

We approached the infrastructure industry as a PSE where it is assumed that actors 
involved co-create value and are dependent on each other’s resources and resource 
integration (Petrescu 2019; Trischler and Charles 2019; Vargo and Akaka 2012). Our 
results, however, show that the actors involved also co-destroy value through resource 
misintegration (Figure 1). We examined the locus and the mechanisms of VCD in the 
hybrid context of the infrastructure industry. In the following, we discuss the key 
findings through hybridity, temporality, and complexity of the interconnected levels of 
PSE. We posit these characteristics as intrinsic to PSEs but exhibit heightened promi
nence, particularly within the infrastructure industry. Becoming aware of value co- 
destruction enables considerations on how to manage and pre-empt resource 
misintegration.

Value co-destruction through hybridity

Our analysis indicates that the primary source of value co-destruction in the infra
structure PSE stems from various institutional arrangements. Challenges associated 
with these structures include the prevalent strong specialization in the field (cf. 
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professionalism) and the ensuing physical and temporal fragmentation of activities. 
While specialization, viewed through a Weberian lens, can be considered an enabler of 
operational efficiency (Heydebrand 2006), it simultaneously creates silos and gaps 
between functions. Various professional logics further contribute to maintaining and 
perpetuating these structures, sometimes conflicting with each other, and resulting in 
VCD (Noordegraaf 2015).

Moreover, factors such as robust municipal autonomy enable the establishment and 
perpetuation of local practices. Municipalities often do not need to consider the needs 
of service providers or systemic efficiency, leading to frequent instances of value co- 
destruction. A similar lack of understanding of systemic dynamics is evident in public 
ownership of physical infrastructures, where a multitude of funding arrangements 
creates silos, gaps, and fragmentation, impeding awareness of each other’s activities 
and hindering resource integration when various public entities own interconnected 
physical structures.

Various logics of value creation (see e.g. Vakkuri and Johanson 2020) are also 
observable in institutionalized working practices. A notable example is the 
diverse administrative requirements imposed by the public sector, which do not 
contribute value to private service providers. On the contrary, these requirements 
result in unnecessary costs, such as redundant data entry into systems or the 
production of documentation deemed insignificant from a business logic 
perspective.

Contradictory institutional arrangements are evident in our data, where the public 
form of financial and social control (Battilana and Lee 2014; Johanson and Vakkuri  
2017) diverges from private business logics. Instances include public sector annual 
budgeting or disparate contractual requirements (see soft regulation in Steurer 2013), 
causing VCD due to the misalignment of value creation logics. Public process of 
annual budgeting, while beneficial for planning and democracy, hinders private par
ties’ steady income and strategic project bids as it draws focus of all public clients’ 
procurement to a specific time.

Conversely, the absence of public financial control, like a procurement strategy 
and follow-up management control, may lead to unplanned resource integration, 
causing incremental VCD in construction projects operating on a hand-to-mouth 
basis. For instance, the lack of social and financial control may lead a private entity 
to steer activities differently from the goals of the public sector. If the public 
procurer lacks a clear procurement strategy, a private service provider may make 
independent decisions that do not necessarily align with the overall objectives 
(Johanson and Vakkuri 2017). This is further enforced by the project-based private 
companies’ need to capture the financial value and manage the slipping of value to 
other parties (Bos-de Vos, Volker, and Wamelink 2019). Financial control within 
the private sector leads to risk avoidance (driven by the need e.g. to evade 
sanctions or fines imposed by the client), which may result in suboptimal resource 
utilization.

Market development obstacles arise from the private sector’s homogeneous and 
conservative corporate leadership, heavily reliant on traditional business logics. In 
addition, instances such as public financing and coordination hindering global 
resource integration highlight challenges in market evolution, particularly when con
struction remains localized.
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Value co-destruction through temporality

Temporal orientation stands as a crucial factor in comprehending and mitigating VCD 
within the realm of the infrastructure ecosystem. The intricate temporal landscape 
introduces multifaceted challenges, often overlooked but underscored by our data, 
emphasizing the pressing need to pay attention to the temporal dimension (Dawson  
2014).

Our research highlights a significant observation: value-destructing activities often 
originate in one place, while the actual co-destruction becomes evident elsewhere. This 
ecological aspect of actions complicates the identification of VCD activities as it is 
challenging to understand how periods of time, such as the ongoing present, inter
connect and relate to other periods in both backward (past) and forward (future) 
directions (Dawson 2014). The issue is further exacerbated when such actions are 
institutionalized within organizational cultures, structures, and practices (see e.g. 
Giddens 1991). The characteristic of an ecosystem of interactions between the actors 
not always being direct or bilateral (Adner 2017) but are iterative in nature (Daunt and 
Harris 2017) can easily lead to co-destruction of value.

Moreover, the tension between long-term planning and short-term gains in infra
structure projects can lead to suboptimal decisions, compromising efficiency and 
sustainability. A comprehensive temporal perspective is crucial for effective resource 
integration, addressing macroenvironmental conditions, and considering micro-level 
intricacies. Proactive understanding and management of temporal challenges are 
imperative for fostering efficient, sustainable, and value-driven outcomes in infra
structure development.

Value co-destruction through the complexity of the interconnected levels of the 
public service ecosystem

In the intricate web of public service ecosystem dynamics, actions on different levels 
exert profound impacts, triggering a chain reaction of consequences that span from the 
micro to the macro levels (cf. Ojasalo and Kauppinen 2022, 17–18). Our data show 
great dependency and interdependency (Alford 2016) between the actors and levels of 
the service ecosystem that have consequences on the value creation processes. Our 
results confirm Echeverri’s (2021) findings that much of VCD happens in between the 
gaps and the phases of the service ecosystem due to the complex and hybrid nature of 
the aggregation that can cause what Engen et al. (2021) call a lack of transparency in 
the service ecosystem.

At the micro level, individual actions, particularly those of managers, wield sub
stantial influence in shaping organizational cultures (Giddens 1991). This influence 
extends through various organizational levels, notably impacting the productivity of 
project organizations at the meso level and permeating into the exo-level, affecting 
broader institutional arrangements. Managers, given their elevated power, play 
a pivotal role in this cascading effect, with decisions carrying heightened consequences 
that create a ripple effect through the organizational fabric.

Project organizations at the meso level not only reflect individual ethos but also set 
preconditions for work, potentially affecting the macro level, particularly through 
budget overruns. This underscores the interconnectedness of actions across different 
organizational tiers, where decisions at the project level resonate across structures and 
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the broader environment. Client preferences, especially in procurement processes, 
introduce complexity, e.g. prioritizing low prices incentivizes short-term profit mod
els, potentially compromising long-term project and industry sustainability. The 
emphasis on immediate cost savings illustrates the interconnectedness of actions 
across levels.

Governance issues, notably legislative and regulatory frameworks at the macro level, 
orchestrate interconnected dynamics, steering project organizations at the meso level 
and influencing skill sets. This showcases the far-reaching impact of governance 
decisions on all aggregation levels.

In essence, VCD in the PSE results from the interplay between individual actions, 
organizational dynamics, and overarching governance and institutional structures. 
Understanding and managing these interconnections are imperative for fostering 
holistic and sustainable resource integration (Engen et al. 2021).

Limitations and future research propositions

This study has several limitations that warrant consideration. Methodologically, 
limitations arise from the chosen perspective, data collection, and researchers’ 
interpretation. The study’s perspective heavily centres around the concept of 
value, opting not to confine findings to public or private value but encompassing 
any description of a decline in individual, organizational, or societal well-being as 
value destruction in the PSE. The study relies extensively on interview data, 
drawing on the knowledge and understanding of the interviewees selected through 
a research programme network, primarily comprising significant public and private 
actors in the Finnish infrastructure PSE. Instead of Finland, other settings could 
yield different findings.

The researchers’ interpretation is crucial but may introduce bias in summarizing 
and translating data into the report, influencing the categorization of PSE levels and 
their components. The identified results on VCD through PSE characteristics such as 
hybridity, temporality, and interconnectedness/dependency offer novel perspectives 
that necessitate further research. Exploring the infrastructure sector in a context out
side Finland, particularly regarding hybridity, and placing a greater emphasis on 
temporality in organizational and ecosystem contexts would enrich the understanding 
of these phenomena. Additionally, quantitative research could provide deeper insights 
into the causality of resource misintegration activities within the interconnected and 
dependent levels of PSE.

Conclusions

In this empirical paper, our primary goal was to comprehend how VCD occurs in 
a PSE and what factors explain these activities. Examining how VCD manifests in 
infrastructure ecosystem activities revealed the importance of viewing the PSE holi
stically rather than isolating different levels. Understanding the holistic entity is critical 
for discerning disruptions in value streams, particularly when interactions between 
different service systems are indirect.

In investigating what explains VCD in a PSE, we identified hybridity, temporality, 
interconnectedness, and interdependence as crucial characteristics. These character
istics create a complex environment, challenging the perception of causal connections 
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in interactions and often leading to resource misintegration, resulting in declines in 
individual, organizational, or societal well-being.

Our research underscores the practical implications of adopting a holistic approach 
to address challenges in value creation within the PSE. Recognizing issues arising from 
the discussed PSE characteristics is crucial for effective resource integration and 
enhanced value creation. To mitigate VCD, emphasis should be placed on structures, 
institutional arrangements, and incentives to align value creation processes and bridge 
gaps in the PSE.
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