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Upon an introduction to the history and main assumptions of system theory of differentiation, my approach of a general 
sequence of development will be deduced and, after exemplification, be applied to explain the rise of services.
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The history of origins of theories of differentiation is in works of Georg Simmel and Emile Durkheim on social interaction or split of labor. 
Fundamental to system theory of differentiation, as elaborated by Niklas Luhmann, revisited and refined in my PhD, are works of Max Weber 
and Talcott Parsons on distinct social spheres of rationalities or functions, as well as works of Gregory Bateson, Francisco Varela and George 
Spencer-Brown in logic or mathematics.
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 A distinction is not given but drawn.

 To draw a distinction is to construct two sides.

 One side is focused and the other side inevitably neglected.

 Differentiation might later be completed by re-entry of the other side.
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From system theory of differentiation abstract statements collected, coherently arranged or advanced in my PhD, are:
A distinction is not given but drawn. To draw a distinction is to construct two sides. Thereby, to be able to see, select, operate and 
be productive, one side is focused and the other side inevitably neglected. Differentiation might however later be complemented 
by re-entry of the other side.
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Diffusion:

Interrelation
without
differentiation

Differentiation:

Differentiation
without
integration

Re-entry:

Differentiation
and
reintegration
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These formal statements of system theory of differentiation are in my PhD for the first time shown by real macro historical 
developments. Development is conceptualized as a sequence from diffusion over differentiation to re-entry. More concretely, the 
first phase of diffusion means an initial state of interrelation of all dimensions without differentiation, the second phase of 
differentiation an intermediate state of differentiation of the dimensions but without integration, and the third phase of re-entry 
a possible final state of reintegration of now independent dimensions.
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I found this three-phase sequence from diffusion over differentiation to re-entry by although in marketing controversially discussed but nevertheless on the levels 
of semantics, social technique and structure taking place paradigm shift from transactional to relational marketing, with relationship marketing indicating re-
entry. Reintegration of the second side is illustrated in my PhD at about fifteen distinctions and constructs of relationship marketing respectively.
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Personal
diversified
communication

Anonymous
mass
communication

Personalized
marketing
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To exemplify, one distinction constituting, according to system theory, modern society and productivity, is personal/impersonal 
communication. This distinction is not a given. In ancient times was diffusion. Exchange of goods depended on personal and 
topically diversified communication. Over the course of societal transition to the modern era to increase productivity in the first 
instance differentiation of personal/impersonal with focus on impersonal and neglect of personal has been implemented on 
product markets. Since then on exchange is primarily on utility or price, different from former times, independent of the 
exchange partner`s all other characteristics. Impersonal communication accelerates exchange. At the end of the 20th century 
anonymous mass communication is to increase productivity in the second instance supplemented by direct, interactive and one-
to-one marketing. In system theoretical terms personalized marketing is re-entry of the neglected side of personal.
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Fixed
exchange
relations

Acquisition
marketing

Retention
marketing
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Another distinction constituting modernity and productivity, is recurrence/replacement. In preindustrial times exchange relations were 
permanent or exclusive. Over the course of the industrial revolution orientation changed to expansion. By then on acquisition only a 
second changeover in orientation to retention marketing, customer care and loyalty programs at the end of the 20th century show an 
overall twofold shift: differentiation, and, on the basis and continuity of differentiation, re-entry.
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Concurrence of
goods and services

Mass production
of physical goods

Services as tertiary
sector of the economy
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This developmental line from diffusion over differentiation to re-entry may as well be applied for a conceptualization of the historical 
formation of the service sector. Initially a supplier of goods was always also supplier of related services, such as providing support or 
credit. In the course of the industrial revolution differentiation of goods/services was implemented by primacy on mass production of 
physical goods, automobile as prime example, but no provision of services, car insurance or car wash center. At the end of the 20th

century the neglected second side is reintegrated which is the rise of services.
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Thanks for listening.
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