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Abstract: In today's rapidly changing
market environment, it is essential for
organizations to innovate and offer new
products that meet customers’ diverse
needs, and with the constant development
of new technologies, customers are
increasingly involved in the development
and creation of new products and show
strong creativity. Therefore, over the past
years, studies pertaining to value
co-creation have mainly focused on the
joint work in between firms and customers
as well as the effect of such co-creation on
customers’ purchase intention. Although
customers have played an important role in
value co-creation, little is known about the
importance of business partners in value
co-creation and its effect on purchase
intention. This paper aims to identify
whether both co-creators, when applied
together, positively influence purchase
intention, especially when perceived
benefits and firm value play as mediating
variables. Data analysis was carried out
based on 396 completed questionnaire.
Results from this study show that both
co-creators significantly contribute to
purchase intention. Discussions about the
results are put forward and implications
and future research directions are
provided.
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1. Introduction
The development of information and
communication technology has provided
diversified channels and platforms for
customers, suppliers or any relevant external
parties to interact. Organizations hope to
establish a closer ties with them, expecting to
use their resources (e.g. skills, knowledge) to
help in innovation, improve products and

service experience [1], and achieve more
market values. As customers are no longer
passive product users but new idea generators
[2], therefore, getting organizations’ external
entities involved in co-creation would bring in
more integrated resources to form new
competitive advantages as well as to achieve
economic goals.
It is believed that when engaging in
personalized interaction with an organization,
the core meaning for customers is to realize
value co-creation through unique experience
such as expressing their preferences and
expectations for products. Organizations also
seek to reinforce their capability through
pooling their external entities’ expertise and
resources, so that the overall value-creation
ability is improved and the competitive
advantage is obtained. In this sense,
co-creation is not only a booster of new ideas,
knowledge, and solutions, it provides
significant potential for enhancing innovation
and core competence [3]. To achieve the
economic benefit of co-creation, organizations
will have to establish and provide a platform
of co-creation, maintain the relationship
network, complete the interactive content and
invest a huge amount of human and material
resources in the process of co-creation. When
organizations engage its network of entities
such as customers, suppliers and business
partners in co-creation also benefit from the
uniqueness of their offerings while at the
same time benefiting from market value
generated by the co-created products and
services.
Co-creation is a process in which all parties
contribute their resources to co-create value
with the organization in an active manner [4],
the ways of co-creation show diversified
characteristics, including co-design,
co-production, co-pricing, co-outsourcing, etc.
[3]. So far, most previous research has mainly
focused on value co-creation in between
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organizations and customers, little research
has considered business partners.
This paper aims to identify whether both
co-creators, when applied together, positively
influence purchase intention. Based on the
analysis of co-creation between firms and
partners and co-creation between enterprises
and customers, this study compares the
benefits brought by the two kinds of
co-creation, puts forward a co-creation market
value model, presents data analysis, and at last
provides main findings and insights.

2. Literature Review
With the constant development of new
technologies, customers are increasingly
involved in the development and creation of
new products and show strong creativity.
They are not only combined resources of
information, knowledge and skills, but also
value co-creators and users of new products
[5]. With firms, they form a collaborative
partnership, share experience and achieve
high-quality interaction and integration [6].
Co-creation with customers effectively
reduces the cost of new product development,
improves product quality [7], shortens the
time to launch new products to the market,
better meets the specific needs of customers
[5], and improves the competitive advantage
of firms [8]. Research show that co-creation
with customers is positively related to brand
commitment and trust, which in turn
positively impact on brand loyalty [9] and
enhances brand competitiveness. Therefore,
customer co-creation is also an effective way
to enhance brand value [10].
For the development of high-tech products,
the process is often complex and requires
expertise. Since resources and competences
are the foundation for developing new ideas
and products [11], firms often search for
external business partners that are equipped
with reliable technologies and strong
knowledge background [12]. Take Ruijie
Networks as an example, the company and its
suppliers creatively develop solutions to meet
customer specific needs through joint hands
of technology and knowledge sharing.
Research show that external innovation from
business partner co-creation is superior to
customer co-creation. The performance of
new product development through customer
co-creation in high-tech industry is obviously

lower than that in low-technology industries
[13].

2.1 Benefits of Co-creating with Customers
Traditionally, the firm is the only participant
in the production process, the main or the only
player in value creation. With the
development of economy and society,
customers increasingly prefer personalized
products and attach importance to the
experience brought by products. Co-creation
enables external stakeholders to participate in
the development of new products, making it
possible for firms to innovate, to improve
performance or to gain additional benefits
[10].
when purchasing or using products, customers
expect to obtain benefits, and their research
results show that cognition [14], social
integration and hedonism have a significant
impact on customers' willingness of
continuous participation in value co-creation.
Therefore, this study holds that customers
may further obtain the following benefits
from participating in co-creation with firms.
2.1.1 Diversification
Research show that innovative design can be
produced in co-creation due to the different
backgrounds and creativity of participants.
Firms may only hire a few professional
designers because of costs, but co-creation
provides opportunities for more professionals
to join the industrial network, therefore, more
creative ideas can be brought to the firm.
Customer groups consist of individuals with
different backgrounds, interests and skills,
while internal creators are only a limited
group that can only reflect part of the
characteristics and needs of the general public.
When a large number of customers with
different interests and skills participate in
co-creation, product diversification is resulted
[15]. In contrast, internal designers are not
innovative enough. Therefore, if firms can
fully integrate their own and customer
resources, it is conducive to absorbing and
enhancing diversified research and
development capabilities and technologies,
creating conditions for the eventual launch of
more new products and new services for
customers to enjoy.
2.1.2 User-orientation
User-orientation is a customer-centered
approach that refers to the focus of a product
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or service towards meeting the needs and
desires of individual users. It is becoming
increasingly important in today's digital age,
where personalized experiences and user
satisfaction are crucial to the success of many
businesses.
User-orientation involves understanding the
specific needs and behaviours of individual
users, and designing products and services to
cater to these individual preferences. This
means that the user experience is at the
forefront of the design process, with a strong
emphasis on usability, simplicity, and
intuitiveness. User-orientation is especially
important in the field of digital products and
services, such as websites, mobile
applications, and software products. With the
rise of data science and machine learning, it is
now possible to collect vast amounts of
information about users' behaviours and
preferences, allowing designers to create even
more personalized experiences. In other
words, user- orientation is one of the benefits
brought by co-creation and a good way to find
effective and satisfactory solutions to meet
customer needs [16].
Actually, downstream distributors show better
understanding of customer needs in co-design
and are more customer-centered in co-creation
due to the direct contact with customers [17].
Therefore, their design is more user-friendly
with increased pleasant feeling. Internal
designers often do not learn customers’ real
needs [18], when jointly working with
external resources [17], together they may
provide better solutions to customers, thus
benefiting all parties.
2.1.3 Control
The primary driving force of intrinsic
motivation is the free play of one's own
talents. Co-creation can take new product
innovation to a higher level and bring
long-term benefits [19]. If the firm controls
the design conditions, it will limit the
creativity of designers and inhibit their
innovation ability [18]. Firms generally have
fewer restrictions and norms on their
co-creators (such as profit targets, deadlines,
corporate design practices and brand
positioning, etc.). Since these co-creators are
not constrained by any corporate factors, they
have more freedom and space in innovation
than the designers employed by the firm,
making their design more open and novel with

breakthrough of the original products [20]. In
comparison, internal designers must
accommodate the firm's internal norms,
operational objectives and standard processes
in the product development. The stronger the
organization's control and dominance over
product-related development and design, the
lower the opportunity for enterprise
innovation [19].

2.2 Benefits of Co-creating with Business
Partners
By involving business partners in the product
development process, firms can create
products that are more responsive to market
trends and customer demands. Jointly
working with partners can not only help firms
identify design blind spots that may otherwise
go unnoticed but also provide firms with a
competitive edge in the market. Partners may
have unique expertise or resources that can
complement a company's capabilities,
resulting in a better-quality product.
Additionally, partners' feedback on prototypes
and samples can help companies identify any
potential issues or shortcomings in the
product design, allowing them to make
necessary improvements before full-scale
production. When partners are involved in the
product development process, they are more
likely to perceive the overall quality of a
company's offering as higher. At the same
time, the ability of collaboration can help both
parties achieve long-term success in the
market.

3. Research Model Development
In this research, a model, as shown in figure 1,
was developed, which includes four groups of
variables – co-creators (customer co-creators
and partner co-creators), perceived benefits
(diversification, user-orientation and control),
firm value (innovation capability and product
quality), and purchase intention.

3.1 Co-creation Sources and Perceived
Benefits
Through co-creating positive impact, firms
can establish strong relationships with their
customers. When a firm successfully impacts
an area that is important to its customers, such
as sustainability or social causes, customers
are more likely to purchase its new products
as a way of supporting that mission. Such,
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consumers are more willing to invest in
co-creation and this experience becomes the
real basis of customer value. Deci and Ryan
(2013) [21] It is suggested that when
customers intrinsically value tasks they
engage in, they feel the pleasure both
psychologically and mentally. Researchers
believe that product benefits are related to
customers’ experience, and such experience
will improve their understanding of the
products [22]. Therefore, this study argues

that in the perceived benefits of new products,
customer co-creation can produce higher
benefits than partner co-creation. Therefore, it
is hypothesized that:
H1a. Co-creation can improve consumers’
perception of new products’ (a) diversification,
(b) user-orientation, and (c) control.
H1b. The positive effect of customers’
perception of new products’ (a) diversification,
(b) user-orientation, and (c) control is higher
than that of partner co-creation.

Figure1. Research Model

3.2 The Impact of Co-creation Sources on
Firm Value and Market Performance
3.2.1 Innovation
Co-creation is the process of firms’
stakeholders participating in innovation and
creating value together [4], therefore, the
benefits generated should increase the overall
final value of the firm [15]. Cooperation
between firms and stakeholders is regarded as
an important source of innovation, and the
process of innovation has changed from
closed to open. Through the integration of
external resources, firms can shorten the time
and cost of new product development, meet
consumer demand, improve product and
service quality, and increase competitive
advantages, it can also maintain the stable
growth and performance of firms. The
diversity and creativity generated by multiple
participates help firms increase their
innovation capabilities and produce more
innovative results [18] [23]. It is hypothesised
that:
H2a. Both co-creation sources have positive
effect on firms’ innovation capability.
Understanding customer needs is an important
basis for the success of a firm’s innovation,
and through close interaction with customers,
firms can obtain the potential needs and
knowledge that customers have not yet
discovered or feel difficult to express.
Customer co-creation takes many users as the
source of creativity, and these sources

produce more new products. The average
quality of customer co-creation is not
necessarily better than that of partner
co-creation, but it may result in better and
unexpected products [18] [20]. Resources
provided by customers can better demonstrate
and satisfy consumer needs, which increase
the chance of successful product innovation
and consumers' evaluation of the firm. It is
hypothesised that:
H2b. The positive effect of customer
co-creation on firm’s innovation capability is
higher than that of partner co-creation.
External co-creation delivers ideas that are
different from internal views, and its
creativity is even better than that of internal
personnel [19] [24]. Firms that produce
diversified products through co-creation
should have strong innovation ability.
Co-creation makes firms closely link with the
market or industrial network [16], which help
improve user-orientation. When co-innovative
products meet customer needs, customer
satisfaction will be improved, which then
improve their evaluation of the firm’s
innovation ability [18]. It is hypothesised that:
H2c. Customers’ perception of new products’
(a) diversification (b) user-orientation and (c)
control has a positive effect on the firm’s
innovation capability.
3.2.2 Product Quality
When customers feel good about a product or
service, they are more like to have repeat
purchase, which is where recurring revenue
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comes from. Through learning customers’
feelings toward a new product, firms can
develop more products and services that better
meet customer expectations [25]. Research
show that trust is an important motivation for
co-creation, and co-creation increases
customers brand loyalty, which help promote
product quality [26]. It is hypothesised that:
H3a. Both co-creation sources have a positive
effect on product quality.
In the high-tech industry, the complex process
and high technological content associated
with the development of new products can
often pose significant challenges to customer
co-creation [13]. As a result,
technology-intensive firms tend to prefer
collaborating with those possess
heterogeneous resources when selecting
partners for co-creation. By sharing unique
resources and capabilities, both parties can
jointly produce, integrate, and innovate
products and services in a way that creates
high-quality new offerings for consumers [27].
It is hypothesised that:
H3b. Partner co-creation has a higher positive
effect on product quality than customer
co-creation does.
Involving customers and partners in
co-creation can help firms identify design
blind spots and can be an effective way to
improve product quality and meet the diverse
needs of consumers [28]. In the
ever-increasing competitive business
environment, products that are more
responsive to market trends and consumer
demands will bring higher value to customers
[26]. Collaborating with partners may provide
companies with a competitive edge in the
market. For example, Tesla collaborated with
Google to develop a self-driving system for its
cars. This strategic partnership allowed Tesla
to incorporate advanced autonomous driving
technology into its vehicles, which in turn
gave customers a unique and highly valued
feature. It is hypothesised that:
H3c. Consumers’ perception of new products’
(a) diversification, (b) user-orientation and (c)
control positively affects their perception of
overall product quality.

3.3 Purchase Intention
When firms provide products or services to
customers, co-creation can maintain a high
level of customer trust. Customers’ trust in

products and services affects their frequency
of future interactions with the firm [29].
Interaction is the main means for companies
and customers to create value together. When
customer emotions (such as satisfaction and
trust) towards a company increase, they are
more likely to participate in co-creation and
become an active role in the consumption
process, that is, to generate valuable
purchasing behavior [10]. Prior studies on
brand trust show a correlation in between
customer emotions and brand loyalty, which
strongly influence consumers’ purchase
intention [30]. It is hypothesised that:
H4. Both co-creation sources have a positive
effect on new product purchase intention.
Firms that encourage co-creation with
consumers often receive higher evaluations of
their innovation capabilities, consumers are
more likely to purchase co-created products
and recommend to others when they perceive
the firm to have strong innovation capabilities
[25]. Studies show connections or direct
influence between perceived innovation
capability and purchasing behavior [18], the
higher the perceived innovation capability, the
stronger the purchase intention, therefore,
perceived innovation capability can be an
indicator to predict purchase intention.
Co-creation strategy can be implemented to
create customer perceptions of new product
diversification, user-orientation, and control,
thereby enhancing customers’ evaluation on
the firm’s innovation capability and product
quality, ultimately influencing customers’
willingness to purchase new products. It is
hypothesised that:
H5. Both co-creation sources have a positive
effect on perceived benefits and firms’ value,
which then positively influence consumers'
purchase intention.

4. Method

4.1 Sample
The research questionnaire developed was
administered to university students from
universities in Henan, P. R. China. Before the
questionnaire was finally distributed, it was
pretested by 20 university students to ensure
that the statements were straightforward and
easy to understand. After pretesting, the
survey link/QR code was forwarded to
approximately 730 university students. Over a
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four-week time period, 396 completed
questionnaires were received representing a
response rate of 54.25 per cent. Among the
total 396 respondents, there were 188 females
taking up 47.5 per cent of the respondents.

4.2 Instruments
All measurement items were adapted from the
literature and carefully examined in order for
the participants to fully understand as well as
to match the context of this study. The
seven-point Likert scales were used with
ranges from “strongly disagree” (1) to
“strongly agree” (7).

4.3 Measurement Model
In order to measure the internal consistency
and convergent validity, the variables were
tested by the Cronbach's alpha and composite
reliability (CR) and the average variance
extracted (AVE) respectively. According to
Pallant [31], values above 0.70 for Cronbach
α and CR are acceptable, and the threshold
value for AVE shall be 0.5. As shown in
Table 1, as all the values for Cronbach α, CR
and AVE are all at a high level of more than
0.88, 0.95 and 0.75 respectively, confirming
that the consistency of the measurement tools,
reliability and convergent validity in this
study meet the requirements.
Table 1. Reliability, Validity, and Quality

Indicators
Variables Cronbach’s α AVE CR
DI 0.893 0.8258 0.9644
UO 0.926 0.8711 0.9751
CO 0.887 0.8161 0.9619
IN 0.915 0.7911 0.9682
PQ 0.888 0.7519 0.9571
PI 0.954 0.9153 0.9845
DI=Diversification, UO=User Orientation,
CO=Control
IN= Innovation, PQ=Product Quality,
PI=Purchase Intention

4.4 Hypothesis Testing
To evaluate the results, the bootstrapping
method was applied to test the strength and
significance of the hypothesized path
coefficients (β-values). As indicated in Table
2, it is revealed that customer co-creation
(CCC) and partner co-creation (PCC) are
significantly and positively related to new
products’ diversification (DI, β = 0.648/0.453,

p<0.001), User-orientation (UO, β =
0.653/0.385, p<0.001) and Control (CO, β =
0.581/0.471, p<0.001). As all β values of
customer co-creation are higher than that of
partner co-creation, hence, both H1a and H1b
are supported.
The results of hypothesized direct paths are
shown in Table 3, customer co-creation and
partner co-creation demonstrate significant
and positive effect toward innovation, product
quality and purchase intention. Accordingly,
H2a, H3a and H4 are confirmed.
Table 2. Customer Co-creation (CCC),

Partner Co-creation (PCC) and Perceived
Benefits

Hypothesized
Path

Path Coefficient P-Value

CCC >> DI
CCC >> UO
CCC>> CO

0.648 (t = 6.704)***
0.653 (t = 6.705)***
0.581 (t =5.815)***

p < 0.001
p < 0.001
p < 0.001

PCC >> DI
PCC >> UO
PCC >> CO

0.453 (t = 4.640)***
0.385 (t = 3.916)***
0.471 (t = 4.671)***

p < 0.001
p < 0.001
p < 0.001

Table 3. Comparison of Path Coefficients
among Variables

Hypothesized
Path Path Coefficient P-Value

CCC >>IN 0.8206 0.0000
PCC>> IN 0.7707 0.0001
CCC >>PQ 0.5717 0.0033
PCC>> PQ 0.8194 0.0000
CCC >>PI 0.8422 0.0006
PCC>> PI 0.9038 0.0003

As shown in Table 4, in the indirect
relationship, customer co-creation shows a
stronger effect on innovation through the
three perceived benefits variables than that of
partner co-creation respectively, and partner
co-creation shows a stronger effect on product
quality through the three perceived benefits
variables than that of customer co-creation,
H2b and H3b are thus supported.
As shown in Table 5, when all the mediating
variables are added to test the relationships in
between the two co-creators and customers
purchase intention, the data displayed by the
95% confidence interval show that all indirect
effects and coefficients (a*b), (a*d*b) are
positive, and the upper and lower limits of the
95% confidence interval are greater than 0,
indicating a significant indirect effect (p <
0.05). Hence, H2c, H3c and H5 are supported.
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Table 4. Indirect Effect Results
Hypothesized Path Path

Coefficient
95% confidence

interval
Lower
limit

Upper
limit

CCC >> DI >>IN 0.3586 0.2034 0.5536
PCC>> DI>> IN 0.4499 0.2367 0.7591
CCC >> UO>>IN 0.1581 0.0094 0.2963
PCC >> UO>>IN 0.2028 0.0123 0.3801
CCC>> CO>>IN 0.2479 0.0626 0.4766
PCC>> CO>>IN 0.2082 0.0461 0.4161
CCC >> DI >>PQ 0.1704 0.0559 0.4000
PCC>> DI>> PQ 0.2138 0.0647 0.5302
CCC >> UO>> PQ 0.1414 0.0082 0.2991
PCC >> UO>> PQ 0.1814 0.0118 0.3557
CCC>> CO>> PQ 0.3495 0.1509 0.6312
PCC>> CO>> PQ 0.2935 0.1257 0.5058

Table 5. Indirect Effect Results
Hypothesized Path Path

Coefficient
95% confidence

interval
Lower
limit

Upper
limit

CCC >>
DI >>IN>> PI 0.5467 0.3210 0.7895

PCC>> DI>>
IN>> PI 0.6858 0.4036 1.0300

CCC >>
UD>>IN>> PI 0.3117 0.1594 0.4768

PCC >>
UD>>IN>> PI 0.3999 0.2088 0.6348

CCC>>
CO>>IN>> PI 0.3209 0.1479 0.5304

PCC>>
CO>>IN>> PI 0.2695 0.1122 0.4688

CCC >>
DI >>PQ>> PI 0.3908 0.2216 0.5764

PCC>> DI>>
PQ>> PI 0.4902 0.2702 0.7415

CCC >> UD>>
PQ>> PI 0.2597 0.1269 0.4184

PCC >> UD>>
PQ>> PI 0.3332 0.1669 0.5243

CCC>> CO>>
PQ>> PI 0.2928 0.1403 0.4959

PCC>> CO>>
PQ>> PI 0.2459 0.1070 0.4131

5. Discussion
This study examined the effects that customer
co-creation and partner co-creation had on
firm value and consumer purchase intention.
Based on literature review and prior research,
a research model was proposed. Through
questionnaire developed, data was collected.
A range of techniques was used to test and
analyze the proposed relationships.

The results confirmed that all the hypotheses
proposed were supported. Both types of
co-creations not only greatly enhanced
consumers’ perception of new products’
diversification, user-orientation, and control,
which completely mediated the effect in
between both types of co-creators and the
firm’s innovation and product quality. In
testing the indirect relationship in between
both types of co-creators and purchase
intention, the statistics confirmed a complete
mediating effect.
By testing the market value model of
co-creation, a comparison of the market
performance in between the external sources
that participated in co-creation was made. The
results demonstrated that whether it is the
co-creation of customer or partner, when
consumers perceive higher diversification,
user-orientation and less control in new
products development, it would help in their
perception of the firm’s innovation capability,
and in turn, further influence consumers’
purchase intention.

6. Conclusion

6.1 Implications
First, from a value-added marketing
perspective, customer participation in
upstream co-creation involves the innovative
potential of new product development process,
which increases the exchange value of the
product. When it comes to co-creating
products, the traditional approach has often
emphasized the need for partners with
specialist knowledge and credibility to be
involved in the process. However, the current
research provided evidence that suggestes that
whether it is with businesses partners or
customers, co-creation can enhance market
value and ultimately increase product
purchase intention.
Second, it has been recognized that customer
needs are as important as firms’
problem-solving solutions, since both are
sources of innovation for new product
development. Consumers often identify
design blind spots that sometimes go
unnoticed, but it is not easy for them to
provide preferences or resolutions, indicating
that traditional approaches that emphasize
either customers or the firm’s inputs may not
yield the best way to solve issues. Results
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from this research show that when firms have
sufficient resources, developing hybrid
sourcing of innovation can maximize the
benefits of co-creation and its market impact.
In the marketing context, co-creation has the
ability to enhance customers’ perception of
product quality, build brands, and facilitate
product development, which add value and
help increase a company’s competitive
advantage.

6.2 Limitations and Future Research
Directions
In this study, in order to minimize the
influence of participants' prior knowledge and
preferences, pre-test and experimental
conditions were controlled to maintain
consistency. However, in real-world settings,
co-created products are inevitably influenced
by consumers' attitudes towards the source or
original brand of the product. Future research
shall extend participants to a broader group
and add participants characteristics for a more
inclusive applicability of the findings.
Additionally, both qualitative and quantitative
methods shall be applied to gain a deeper
understanding of consumers' perspectives on
co-creation benefits. Finally, while this study
focused on product co-creation, consumer
participation in service processes is more
common, and the experience and perception
of participating in the co-creation process may
influence customers' performance evaluations.
This topic merits further exploration by
scholars.
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