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Abstract: In this review article we elaborate on three important mechanisms in order to create a new (holistic) strategy-
model: market orientation, service dominant logic, and co-creation of value. We have reasoned on the central premise that in
order to create sustainable business growth in the firm, this firm needs to structure itself in a way that optimises solution selling,
customer focus and value co-creation. Employees in all departments of the firm need to have a change of mind-set, from
delivering goods towards delivering service proposals, and therefore establishing context to the set strategy. In order to act
upon these service innovations, the modifications are dependent on a collection of competences, which the firm needs to

continually renew, create, integrate, and transform.
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1. Introduction

What is strategy? This simple yet justified question is what
managers and scholars have been working on throughout
time. Strategy does not only depend on content, but, far more
importantly, on context. There are multiple strategic solutions
to a specific issue, but they might vary depending on the
context of the argument [1]. Actions that are successful for
some companies might not work for others, due to different
environmental circumstances, both internal as well as
external. Taking this argumentation into account we see, over
the years, that in many firms managers or executives have
been trying to amend strategic thinking and effectuation
within the same structure of their predecessors [2]. This is, in
principle, forging ahead on things that might not work
anymore, due to different contexts of the business or external
environment. Although many firms claim to be engaged in
strategy and innovation in order to create a sustainable
environment for them to grow in modern business life; in
actuality, not many of them also have the right internal assets
and mind-set to be successful. They remain product-minded,
and see this as the main attribute of competitive advantage
[3]. The principle of strategy is already prominent for many
years in academic literature, as well in annual plans of firms.
Still, there are limited companies worldwide that have, to our
view, a successful strategy and mind-set integrated into their

organisational culture. Although, due to the circumstances
surrounding the economic crises of the past couple of years,
the outside-in mentality is winning ground as the
denominator to create sustainable competitive advantage.
What firms lack, however, is the ability to transform their
internal structure and thinking, as well as the way employees
operate within this changed notion leading to a firm and
customer-based sustainable strategy and output [4]. There are
clear indicators, though, that the world of business is
changing from an industrial-based society into an
environment that is actually knowledge driven; by building
on professionals and their expertise, and engaging in
collaboration with customers in a search to create value
together.

In our opinion a strategy has to be implemented on product
group level that identifies the opportunities in the market, and
targets specific customer groups’ needs by providing solution
determined marketing. This means combining a market
orientation with service-based logic, and collaboration with
the customer, in order to create a competitive advantage for
the firm. In this review article we will work on the expressed,
personal view that organisations need to base their strategies
on this combination, if they are willing to succeed in a
changing business environment. Firms need to show that they
are bringing additional value to the table when engaging with
customers in order to win business [5]. We believe that the
mind set combining the elements at play within market
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orientation and service determined marketing could give
corporations, this competitive edge.

In order to succeed sustainably, firms need to adopt a
different mind set, deferring from putting goods as the central
output mechanism into having service, and therefore
resources, as the central mechanism [4]. However, this does
mean that there needs to be a mind shift implemented at all
stakeholders, both internally and externally. In order to
deliver superior value to customers, and also incorporate
them into the value creation process, firms need to know
exactly what resources they possess, and more importantly,
what resources their customers need [4]. In short, there are
three important mechanisms when implementing such a
strategy: market orientation, service dominant logic, and co-
creation of value. Having these three operations incorporated
into the organisation, to the level that is desired from the
business the corporation is in, will lead to beneficial
organisational output, and therefore financial gains and
sustainable value and growth creation. Taking this notion as
the central approach for establishing the new strategy-model,
these theories will be our basis for the development of this
framework. In this review article, we will explain the three
principles in more detail, with emphasis on the role of
employees’ mind-set and competences, and conclude that we
believe this will impact the establishment of the new
strategy-model.

2. Towards a New (Holistic) Strategy-
Model

2.1. Market Orientation

Porter [6] stated that a firm’s economical success is based
on developing a sustainable, competitive advantage, which is
consistently creating superior value for customers [7]. This
means that, in the long run, an organisation can only generate
sustainable growth by providing superior value to customers,
compared to the competition. Business’, therefore, need to be
more customer-centric, as technology has evolved to allow
the lower cost provision of information and customer
solutions. In order to respond in a correct manner, the
strategic business model defines how the enterprise creates
and delivers value to customers, and then converts payments
received to profits [8]. Following this statement, researchers
have observed that the disposition of value creation
increasingly extends traditional firm boundaries [9,10,11].
These notions mean that the mere focus cannot be on
products anymore, but has to shift towards a customer focus.
In the marketing and strategy literature this shift has been
marked as market orientation, which entails organisations
having their view towards pulling market circumstances into
the firm, i.e. customers, competition and opportunities. The
rationale underlying the high profiling of a customer focal
point is the marketing concept, which promotes putting the
interests of the customer first [12]. Market orientation
characterizes an organisation’s disposition to continuously

deliver superior value to its customers [13]. Still, in this view
there should be a balanced mix between customer and
competition orientation, in order to gain a competitive
advantage [14]. At the moment, market orientation is not yet
commonly proposed as a customer-defined organisation state
or strategy throughout businesses [15]. Nevertheless, the
development of market orientation is a necessary prerequisite
[16]. If firms are not increasingly engaged into satisfying
customers’ needs in a superior manner than the competition,
sustainable presence or growth cannot be assured. Although,
it is the customers’ perception of the level to which a firm is
customer oriented that will be the critical measure of
business performance [12].

According to Webb et al. [15], an organisation can only be
described as market oriented when the firm’s total product
offer is both recognised and described by customers in value
terms. If a company is market oriented, three characteristics
must be evident. First, information on salient buying
influences should permeate each corporate function. Second,
strategic and tactical decisions need to be made inter-
functionally and inter-divisionally. Third, divisions and
functional units need to make coordinated decisions and
execute them with a sense of commitment [17]. This last
notion builds on the premise stated by Zaltman, Duncan, and
Holbek [18], that when functions are integrated across
departments in an organisation, the problem-solving
capabilities are potentially enhanced by the individuals
working towards a common goal. This notion entails an
organisation-wide commitment to continuous information
gathering, coordination of customer needs, competitor’s
capabilities, and the provision of other significant market
agents [19]. Installing a firm-based market orientation builds
upon the claim that market orientation establishes three basic
tenets for organisational behaviour: 1) responsiveness
towards customer’s needs, 2) close monitoring of the
competitor’s actions, 3) facilitation of inter-functional
coordination [20]. It is these three aspects embedded into the
thinking, as well as the behaviourisms of the firms, that
creates the solid ground for competitive advantage,
delivering superior value, and subsequently sustainable
growth. In figure 1 can be seen how the individual aspects
interlink, in order to generate the culture and behaviour
necessary for creating sustainable value. However, when
altering or re-thinking a firm’s strategy, these behaviourisms
still have to be achieved. Now, in the literature there is
evidence of strategy being an antecedent of market
orientation [21], while others advocate that strategy is in fact
a consequence of market orientation [22]. Gounaris ef al. [23]
highlights  that market orientation represents the
implementation of the marketing concept and its cultural
orientation, including behavioural implications. They claim
that market orientation focuses on organisational efforts of
understanding the market and on developing strategies in
response to market opportunities or threats. On the other
spectrum, market orientation helps firms to identify and
respond to changes in their environment and in customer
demands[22]. In our opinion, both apply, as they are
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functions of the other. Therefore, we believe a new strategy
of an organisation should be in line with the aforementioned
on creating a strategy that is customer driven, competition
focused, and executed throughout all departments at play.
This will lead to high performance of the organisations,
leading to a competitive advantage and generating superior
customer value. This, in turn, will lead to a specific
organisational behaviour, practiced by all departments every
day.

Table 1. Ten premises of S-D logic.

FPs Foundational premise Comment/explanation
The application of operant resources
Service is the (knowledge and skills), “service”, as
FP1 fundamental basis of defined in S-D logic, is the basis for all
exchange exchange. Service is exchanged for
service.
Because service is provided through
Indirect exchange complex combinations of goods,
FP2 masks the fundamental ~ money, and institutions, the service
basis of exchange basis of exchange is not always
apparent.
Goods are distribution Goods (both durable and non-durable)
FP3 mechanisms for service  derive their value through use — the
provision service they provide.
Fp4 Operant resources are The comparative ability to cause

the fundamental source _desired change drives competition.

97

FPs Foundational premise Comment/explanation
of competitive
advantage
Service (singular) is only now
FP5 All economies are becoming more apparent with
service economies increased specialization and
outsourcing.
FP6 LIRS EE R Implies value creation is interactional.
a co-creator of value
Enterprises can offer their applied
The enterprise cannot resources for value creation and
FP7 deliver value, but only collaborative}y (interactively) create
offer value value following acceptance of value
propositions propositions, but cannot create and/or
deliver value independently.
A service-centered Because service is defined in customer-
FPS8 view is inherently determined benefit and co-created it is
customer orientation inherently customer orientation and
and relational relational.
All social and Implies the context of value creation is
FP9 economic actors are networks of networks (resource
resource integrators integrators).
Value is always
uniquely and . Value is idiosyncratic, experiential,
FP10  phenomenological .
. contextual, and meaning laden.
determined by the
beneficiary

Customer orientation

Competitor l Market orientation
orientation . cult

Focus on the long term

Interfunctional
coordination

Figure 1. Market orientation.

2.2. Service Dominant Logic and Co-Creation of Value

Our second and third concept implementing such a
strategy comes from the notion under business scholars and
practitioners, that it is clear that competitive advantage can
be enhanced through service [24]. Furthermore, there is clear
evidence of a link between competitive advantage and
enhanced performance [6,25]. However, even though
managers are motivated to perform and are aware of this
connection between service, competitive advantage and firm

performance, they often fail to implement that knowledge [2].

Building on the market orientation concept, customers must
have a central position within the business strategy of a firm
in which co-creation should be key. By co-creating the
function, as well as the meaning of its experience, the

customer co-constructs value for himself [26]. Also Normann
and Ramirez [27] point out that the customers are, in this
perception, active contributors to value creation. Gronroos [5]
even extends this to the point that suppliers only create the
resources or means to make it possible for customers to
create value for themselves. So, customisation and co-
creation should make up an important part of the future
developed business strategy. This notion is in line with the
concept of service-dominant logic, which is a conceptual
framework by which we can view exchanges, markets,
enterprises, and competition through service [3]. Service-
dominant logic is based on an understanding of the
interwoven fabric of individuals and organisations that are
bonded together into networks and societies, specialising in
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and exchanging the application of their skills for the applied
competence they need for their own well-being. It is thus
based on the philosophy to commit into collaborative
processes with customers, partners and employees [3]. In
contrast, goods-dominant logic, which has been the focal
concept for many years, views units of output as the central
components of exchange, in which a competitive advantage
was seen to be a function of utility maximisation through
embedding value in products by superior manipulation of the
four P’s, with an assumed passive consumer in mind [3]. In
this view, services are considered, almost simultaneously,
both a type of product and something of a fifth P [28].
Service-dominant logic, on the other hand, is built on ten
premises, from which it can be deduced that S-D logic
advocates viewing the customer as a resource that is capable
of acting on other resources, and as a collaborative partner
who co-creates value with the firm [29] (See table 1). In this
view, the four P’s represent a different proposition, i.e.
products are viewed in terms of service flows. The service is
directly or indirectly provided through an object; promotion
is reconstructed towards conversation and communication
with the customer; price is replaced with a value proposition
created by both sides of the transaction; and place is replaces
with value networks and processes [29]. Whereas in G-D
(goods dominant) logic it is the tactical manipulation of the
four P’s that provides the dimension by which to compete, S-
D logic states that it is not the products but the benefit
available through the service of the provider, as customers
purchase solutions [30]. Following the interpretations of the
four P’s, S-D logic recognises that firms can only make a
value proposition, and that value itself is a continuous
process that unfolds over time as customers take part in the
value creation process [31]. The worth of these value
propositions consists of multiple elements. Sawhney [30]
states that this can be conceptualised as the sum of the merit
of individual products that make up the solution, plus the
value of marketing or operational integration coming from
the solutions vendor, in addition to the value coming from the
customisation for the specific needs of the customer and
context. Comet et al. [32] names as characteristics that
solutions are co-created by a customer and a supplier, and
cover all aspects of the relationship. Solutions are customised
in one or more of the following aspects: design, assembly,
delivery, operation or pricing, and solutions involve the
supplier taking managed risks and therefore often include
performance contracts. In comparison to G-D logic, in S-D
logic the core moves from answering the customer’s
operational needs to helping a customer to develop his
business in existing or new markets [31]. This shift can be
done through a set of customer-supplier relational processes
comprising customer requirement definition, customisation
and integration of goods or services and their deployment,
and post-deployment customer support [33].

Now, in order to turn these notions into strategy, these
premises have to be turned into a product service offer. In
general, product service strategies have been found to
influence overall client satisfaction [34], facilitate new

product adoption [35], and strengthen the customer’s
confidence and the supplier’s credibility [36]. Customers do
want to take advantage of a supplier’s know-how to derive
more worth connected with the use and performance of
products [37]. In general there are two types of service
transition strategies: those that support the supplier products,
and those that support the client’s action [38]. Examples of
the latter one consist of financing, process-oriented training,
and business-oriented consulting. In order to create a
sustainable competitive advantage, companies that want to
differentiate themselves must provide advanced services that
offer increased merit through customisation and a proactive
sensing of client expectations [39]. In other words, firms
must transition towards services tied to the customer’s
process [38]. However, this should not entail taking
customer’s requirements as a given, but rather as a starting
point for a process of co-creating the solution [4]. These
solutions consist of both strategic as well as consultative
business activities [40]. Building on the above-elaborated
concepts, in our opinion it is clear that the to-be developed
strategy model should be focussed on the interaction with
customers, and having the proposition of co-creating value.
Business consulting will be a large portion of the service
proposal, as well as training on product and sales level, in
order to not forgo on competition and market needs. However,
both market orientation, as well as S-D logic is worthless if it
is not grounded substantially into the behaviour of the human
capital of the firm.

3. Mind-Set and Competences

As one can imagine, the concepts provided in the above
paragraphs consist of several challenges in converting
organisations from a more or less goods-dominated logic, to
a more service-dominated marketing logic. As mentioned
above, in order to reach optimisation of the concepts of
market orientation and service-dominant logic, it is important
that employees in all departments have a change in mind-set,
from delivering goods towards delivering service proposals.
In the current dynamic business environment it is unrealistic
for a firm, and therefore its employees, to remain static in
their value propositions or offered services; hence, service
innovations are instrumental. In order to act upon these
service innovations, the modifications are dependent on a
collection of competences, which the firm can continually
renew, create, integrate, and transform [3]. However, there is
one skill within S-D logic that is pivotal to the firm in order
to reach a competitive advantage, which is collaborative
competence. This competence will assist in the development
of two additional abilities needed in these business
environments. The first is absorptive competence, which is
the ability to be able to comprehend the important trends and
know-how, from the external environment. This ability will
assist in transforming these external aspects into important
resources the firm can draw upon for support. Collaborative
competency will aid a firm in absorbing new information and
knowledge from partners or improve its absorptive
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competence [3]. The second meta-competence is adaptive
competence, which is the ability of an organisation to adjust
to changing circumstances. By developing collaborative
competency, the company is able to use its partner firms as
mechanisms for adapting to change, brought about by
complex and turbulent environments, and consequently
improve its adaptive competence [3]. The main challenge
with installing S-D and market-oriented strategies is that a
solution orientation is usually seen to imply a change in
attitudes and conventional ways in thinking [4]. Emphasis in
this process should be placed on understanding the customers’
business requirements and operating environment, and
finding ways to better connect with these processes.
Transforming these capabilities at the customer interface is
expected to be one of the most crucial challenges involved in
transitioning towards solutions [41]. As installing such a
mind-set means a change in orientation away from product
focus, new capabilities need to be developed, but also a
cultural shift is required within the organisation [42]. A
critical caveat on performance is that it is also important to
understand that the value proposal must address the needs of
both the initial as well as the goal customer or consumer [42].
Within this new mind-set, it is important to recognise that in
S-D logic goods do not form the focal point of exchange, but
perform a service-delivery role in the customer’s own value
creation process [4]. The new, prospective developed,
strategy model has to take into account these necessary
alterations of daily processes and business conversations. It is
therefore important to not merely impose this strategy, but
have all stakeholders in place in providing service solutions
towards customers, in order to have a common understanding
and perspective of the market.

4. Conclusion

A new model of strategy will not emerge spontaneously
from the obsolete legacy of the industrial age. Companies
must, therefore, design a new model holistically; using new
principles that take into account the way professionals create
valuable content [43]. In this paper we have reasoned on the
central premise that in order for a competitive advantage to
create sustainable business growth to the firm, this firm needs
to structure itself in a way that optimises customer
differentiation and value creation [4]. Taking the concepts of
market orientation and service-dominant logic as central
points within the creation of the new strategy model, it is
clearly diverting from the utilisation of existing mind-sets.
Every company wants to find the way in which it can grow,
without having to compete on limited elements such as price,
and be better than the opposition. As Foppen [44] stated, a
successful strategy is not created at the top as a formal
method, but depends on the emerging strategies in order to
lead to a realisation. This implies the need for interaction
within companies, their direct environment, and the creation
of networks in which knowledge can be developed in order
for these emerging strategies to be capitalised in realising the
firm’s intended strategy. Firms that are able to combine the

discussed elements and put effort in it to create success will
viably create, in our perception, value and sustainable growth.
These firms are able to create blue oceans instead of fighting
in the red oceans [45]. This process is not easy, as it
incorporates all of the fundamental processes in companies,
but by addressing these processes as well as acting upon
them, these firms will create flourishing strategic models, or
blue oceans, which will grant them survival in the modern
business world. Development is the key word in
accomplishing this status; development of the internal
structure, -talents and -leadership. However, in creating an
environment in which the firm can do business in a different
manner than competition and therefore competes on a
different level, the mind-set of this firm and its dynamic
resources has to change. As Kim and Maugorgne [45]
denominate this as finding the blue ocean while competing in
the red ocean, firms have to actively find and change towards
this blue ocean. In our opinion acting on the concepts of
market orientation and service-dominant logic, we believe
this mind-set will change towards the needed aspects and
characteristics, and this will in turn attain an admirable
competitive position in order to sustainably grow.

In order to move on to the explained new strategy,
organisations can not remain acting in the same manner as
they have before. It is important to integrate this strategy
within organisations, and more importantly its mind-set, into
actions affecting the market. Therefore, in order to become
successful by this strategy, the concepts have to be given
content. It is therefore our recommendation that all
stakeholders will engage in customer conversations, next to
customer analysis, to determine the specific needs of each
customer, in order to be able to know how to differentiate the
proposition on these elements. In starting the dialogue
together with the customer, it will become more evident
which message to convey, and how to build the differentiated
value proposition for the specific customers. This is the main
task for the marketers and sales people involved with these
product lines and their respective customers, in order to
generate co-creation and value-added business. From our side,
this automatically means to nurture the strategy, steer and
evaluate the progress, and also to act on certain aspects in
order to generate maximal output of this strategy.
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