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 
Abstract—Electronic market place plays an important 

intermediary role for connecting dealers and retail customers. The 
main aim of this paper is to design a value co-creation model in 
used-car auctions. More specifically, the study has been designed in 
order to describe the process of value co-creation in used-car auctions, 
to explore the co-created values in used-car auctions, and finally 
conclude the paper indicating the future research directions. Our 
analysis shows that economic values as well as non-economic values 
are co-created in used-car auctions. In addition, this paper contributes 
to the academic society broadening the view of value co-creation in 
service science. 
 

Keywords—Value co-creation, Used-car auctions, Non-economic 
values, Service science.  

I. INTRODUCTION 

HE importance of the used-car market is growing 
significantly due to transparency and symmetry of 

information. The internet is increasingly becoming the 
information source of choice for used vehicle buyers and 
sellers. As the advent of nearly ubiquitous information 
infrastructures promotes the development of electronic 
commerce applications, new electronic market intermediaries 
are emerging which bring significance changes in the 
economics of marketing and distribution channels by 
interposing themselves between suppliers and consumers in 
electronic marketplaces [1]. These electronic intermediary 
services increase the efficiency for search, contract formation 
and trade settlement involvement with market transactions [2].  

Japanese used-car auctions markets are the most successful 
cases of introducing information technology (IT) during the last 
decade. Before Internet is introduced, most Japanese used-car 
auctions were conducted via VAN and Satellite. Therefore, 
most auctions were closed and limited in domestic. However, 
introduction of Internet enables auctions maker to expand their 
service area to the whole world. Enlargement of service area 
means increase of members too. As a result, it is observed that 
IT as well as Internet extends the range of market dramatically 
[3].  

On the other hand, service is the application of competences 
(knowledge and skills) by one entity for the benefit of another 
[4], [5]. Therefore, value co-creation is the heart of service 
science (SS). SS is the study of service systems and of the 

 
Safdar Muhammad Usman, School of Knowledge Science, Japan Advanced 

Institute of Science and Technology, Nomi, Ishikawa 923-1292, Japan (e-mail: 
usman.safdar12@gmail.com).  

Youji Kohda and Katsuhiro Umemoto, Professor, School of Knowledge 
Science, Japan Advanced Institute of Science and Technology, Nomi, Ishikawa 
923-1292, Japan (e-mail: kohda@jaist.ac.jp; ume@jaist.ac.jp). 

co-creation of value within complex constellations of 
integrated resources [6]. In service-dominant logic (SDL), 
value is always co-created jointly and reciprocally, in 
interactions among providers and beneficiaries through the 
integration of resources and application of competences [7]. In 
used-car auctions, values are co-created by the mutual 
interaction between car dealers and customers. Here, used-car 
auctions play an intermediary role for the interaction among 
consigners, dealers and customers. In the Business and 
Management literature, there are plenty of researches on value 
co-creation [4]-[6], [8], but there is no study yet develops any 
theoretical model for value co-creation in used-car auctions. 
Therefore, we will develop a value co-creation model in 
used-car auctions. 

In this study, first of all we will describe the trends of 
used-car business in USA and Japanese used-car auctions as 
well as its proliferation with the help of IT and internet. 
Secondly, we design a value co-creation model for used-car 
auctions. Finally, we will explore the co-created values in the 
used-car auctions. The rest of the paper is organized in the 
following ways: trends of used-car auctions, Japanese used-car 
auctions, value co-creation model for used-car auctions, 
economic and non-economic value creation in used-car 
auctions, and conclusion.  

II. TRENDS OF USED-CAR BUSINESS IN USA 

Table I shows the used-car sales figures in USA from 2000 to 
2014. Here, we can see that the used-car industry in USA is not 
expected to recover to its 2007 levels and even then not quite 
until the 2014 calendar year [9]. 

 
TABLE I 

USED-CAR SALES FIGURES FROM 2000-2014 

Year New-car sales Year Used-car sales 

2014 41,250,000 2006 42,565,544 

2013 41,000,000 2005 44,138,263 

2012 40,500,000 2004 42,706,103 

2011 38,792,169 2003 43,571,652 

2010 36,883,987 2002 43,025,087 

2009 35,589,149 2001 42,624,116 

2008 36,530,404 2000 41,620,429 

2007 41,418,561   

 
Not surprisingly, the recession played a major role in the 

downturn in used-car sales from 2007 to 2008. Used-car sales 
dropped more than 17% from calendar year to the 2008 
calendar year. The number then dropped again in 2009 another 
million used vehicles or so before beginning to recover in 2009. 
Over the three calendar years from 2009 to 2012, used-car sales 
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including networking, justice, regional development, 
environmental value, power, speed, and loyalty are co-created 
in used-car auctions.  

 
TABLE IV 

ECONOMIC AND NON-ECONOMIC VALUES IN USED-CAR AUCTIONS 

Values  Sub-values 

Economic values Selling of cars 

Consignment fees 

Contract fees 

Successful bids 

Risk’s reduction 

Non-economic values 

Networking Cooperation 

Sharing  

Partnership 

Justice Equality 

Respect 

Trust 

Confidence 

Regional development Citizenship 

Relationship 

Civic engagement 

Community connectedness 

Intellectual  

Environmental value 

Power 

Speed Advanced communication 

Network 

Loyalty  

 
In general, used-car auctions play an important role for 

generating non-economic values. Three are many 
non-economic values are co-created in used-car auctions. 
However, some important non-economic values are described 
here.  

Firstly, networking is one of the prime values co-created in 
used-car auctions. Network is generated through the 
cooperation, sharing and partnership with other used-car 
auctions. Usually, used-car auctions have made network with 
independent auction company (NDA), 
manufacturer/dealer/rental auctions (TAA, ORIX), auction 
groups (USS group, JU group and ARAI group) and online 
auctions (AUCNET, ASNET and HERO). These networks of 
used-car auction companies make a global network that 
provides access to their customers for ease search and use of 
ample databases. In this way, anyone can participate in the 
used-car auctions in anywhere in Japan. Even though, members 
who stay outside of Japan can participate in the auctions in real 
time.  

Secondly, justice is another important non-economic value 
co-created in used-car auctions. Justice involves in confidence, 
trust, respect and quality. With used-car auctions, it is 
important to win the confidence of the members by boosting 
both the number of vehicle consignments and the numbers of 
completed contracts. Firmly bearing in mind the tenet that 
used-car auctions should simply be for end users, used-car 
auctions continue to establish standard market price for used 
vehicles, thus gaining the trust of consumers. In addition, 

used-car auctions continue to respect its employees, and are 
stepping up its efforts to establish an environment where they 
can maximize their capabilities.  

Thirdly, regional development is another important value 
co-created in used-car auctions. Regional development is done 
through the civic engagement, citizenship, community 
connectedness, relationship and intellectual freedom. 
Citizenship occurs when one becomes responsibly connected to 
the community or society in which one resides by actively 
working towards change to benefit other through care, service, 
social responsibility, and community involvement. Through 
proactive mutual exchanges with local communities used-car 
auctions continue to contribute to regional development as a 
good corporate citizen.  

Fourthly, another important co-created value in used-car 
auctions is the environmental protection. As an effective use of 
resources as well as a means for an environmental protection, 
end-of-life vehicles recycling attractions more customer 
attention. Therefore, used-car auctions have determined to 
tackle the environmental problems by focusing on reusable 
vehicle auctions and stimulating the distribution market of 
older vehicles with high mileage.  

Finally, power, speed and loyalty values are co-created in 
used-car auctions. To support nationwide and 
international-wide distribution of used-cars, used-car auctions 
hold lively auctions with the speedy, power and network. In 
addition, satisfied buyers are more likely to buy more vehicles 
from the auctions that ultimately show the loyalty of the 
customers.  

VII. CONCLUSION 

This descriptive study provides insightful information about 
used-car auctions in Japan. In addition, this study also broadens 
the view of service science in used-car auctions. First of all, this 
study shows used-car business in USA, Japanese used-car 
business, and used-car auction process. In used-car business, 
usually dealers, buyers and sellers take part in auctions through 
“on-site”, “satellite” or “internet or virtual”. These three ways 
play an important intermediary role in used-car auctions. In 
addition, these three also facilitate the interaction among 
dealers, buyers, and sellers that ultimately co-create values in 
used-car auctions.  

In addition, it is a great opportunity to broaden the view of 
value co-creation in service science. As per the in used-car 
auctions, not only economic values are co-created but also 
non-economic values such as networking, confidence, trust, 
respect, regional development, and environmental protection 
are co-created. That is why, this research denotes an innovative 
area in both customer and service research that can be 
subsidized to understand and reduce the stimulating problems 
facing by the today’s society. In this connection, we hope that it 
will be a frontier for additional service scientific research 
dedicated to the problems related to dealers, buyers, and sellers’ 
well-being in used-car auctions. 

There are several limitations of this study. First, this is a 
conceptual research based on literature as well as other 
secondary sources. Therefore, further qualitative and 
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quantitative research should be carried out justify the 
interaction among dealers, buyers and sellers in used-car 
auctions. Second, the value co-creation model is also based on 
our understanding through comprehensive review of literature. 
So, future case study or qualitative study should be conducted 
to verify the value co-creation model in used-car auctions. Not 
last but least, the explored co-created values is also based on 
literature review and secondary sources; therefore, further 
study is needed to justify these co-created values.  
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