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FLANDERS DISTRICT OF CREATIVITY

Flanders District of Creativity is the Flemish organization for entrepreneurial creativity. It was
founded in 2004 by the Flemish Government as a non-profit organization and enjoys broad support.
Flemish businesses, academia, and public institutions use Flanders DC as a platform for cooperation
in the pursuit of a more creative Flanders region.
Creativity is the key ingredient in making companies more successful and in helping regional
governments ensure a healthy economy with more jobs. Flanders DC inspires creativity and
innovation:
1. by learning from the most creative regions in the world,
2. by igniting creative sparks in everyday life and business, and
3. by providing research, practical business tools and business training, in cooperation with
the Flanders DC Knowledge Centre.

1. Districts of Creativity: Inspiration from the most creative regions
Responses to global challenges are best found within
an international network of excellence. With the single
aim of learning from the very best, Flanders DC aims to
unite the most dynamic regions in the world within the
November 19-20, 2008 - Antwerp, Belgium
'Districts of Creativity' network. Every two years, Flanders
DC convenes the Creativity World Forum, bringing together government leaders, entrepreneurs, and
knowledge institutions to exchange ideas about how to tackle pressing economic problems and
Scotland
make their regions hotbeds for innovation and creativity.
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2. Raising awareness: The best way to predict the future is to invent it

Flanders DC encourages entrepreneurs and citizens to look
ahead and find creative solutions today for tomorrow's problems.
Flanders DC has developed an idea-generation tool to encourage
people and organizations to take the first step toward innovation. In
addition, Flanders DC runs a general awareness-raising campaign
entitled “Flanders’ Future”.
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3. The Flanders DC Knowledge Centre: Academic support

HET INNOVATIEPROCES IN GROTE BEDRIJVEN EN KMO’S - Februari 2007

Kennispartner
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Kennispartner

HET INNOVATIEPROCES
IN GROTE BEDRIJVEN
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The Flanders DC Knowledge Centre serves as a link between Flanders
DC and Vlerick Leuven Gent Management School. Each year, the Flanders
DC Knowledge Centre publishes several reports and develops various tools,
case studies and courses. All these projects focus on the role of creativity
in a business environment and identify obstacles to, and accelerators of
competitive growth.

Geert Devos, Mieke Van De Woestyne, Herman Van den Broeck
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Februari 2007

The Creativity Talks − brief monthly, interactive info sessions − update you on these research
activities. See www.creativitytalks.be for a current calendar and subscription information.

Research reports:
 De Vlaamse economie in 2015: Uitdagingen voor de toekomst, Koen De Backer en Leo
Sleuwaegen, September 2005, Published in Dutch
 Ondernemingscreativiteit als motor van groei voor Vlaamse steden en Brussel, Isabelle
De Voldere, Eva Janssens en Jonas Onkelinx, November 2005, Published in Dutch
 The Creative Economy: challenges and opportunities for the DC-regions, Isabelle De
Voldere, Eva Janssens, Jonas Onkelinx en Leo Sleuwaegen, April 2006, Published in English
 Spelers uit de televisiesector getuigen: een verkennende studie in de creatieve industrie,
Marc Buelens en Mieke Van De Woestyne, Juni 2006, Published in Dutch
 Mobiliseren, dynamiseren en enthousiasmeren van onze toekomstige zilvervloot, Thomas
Dewilde, Annick Vlaminckx, Ans De Vos en Dirk Buyens, Juni 2006, Published in Dutch
 Development of a regional competitiveness index, Harry Bowen, Wim Moesen and Leo
Sleuwaegen, September 2006, Published in English
 Innovation outside the lab: strategic innovation as the alternative, Marion Debruyne and
Marie Schoovaerts, November 2006, Published in English
 De creatieve industrie in Vlaanderen, Tine Maenhout, Isabelle De Voldere, Jonas Onkelinx en
Leo Sleuwaegen, December 2006, Published in Dutch
 Het innovatieproces in grote bedrijven en KMO’s, Geert Devos, Mieke Van De Woestyne en
Herman Van den Broeck, Februari 2007, Published in Dutch
 Creatief ondernemen in Vlaanderen, Tine Maenhout, Jonas Onkelinx en Hans Crijns, Maart
2007, Published in Dutch
 Hoe ondernemers in Vlaanderen opportuniteiten identificeren. Een rapport met tips
en tools voor de ondernemer in de praktijk, Eva Cools, Herman Van den Broeck, Sabine
Vermeulen, Hans Crijns, Deva Rangarajan, Mei 2007, published in Dutch
 Networking in multinational manufacturing companies, Ann Vereecke, July 2007, published
in English
 How entrepreneurial are our Flemish students, Hans Crijns and Sabine Vermeulen, November
2007, published in English
 Fashionate about Creativity, Isabelle De Voldere, Tine Maenhout en Marion Debruyne,
December 2007, published in Dutch
 Find the innovator. Identifying and understanding adopters of innovative consumer
technologies in Flanders, Marion De Bruyne and Bert Weijters, December 2007, published in
English
 De case Arteconomy, Eva Cools, Herman Van den Broeck en Tine Maenhout, December 2007,
published in Dutch
 Entrepreneurship and globalization, Italo Colantone and Leo Sleuwaegen, December 2007,
published in English
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EXECUTIVE SUMMARY

This report suggests that innovation is about much more than the development of new products.
It is also about the development of new market spaces. New market spaces can be built in many
different ways (Dawar and Vandenbosch 2004; Vandenbosch and Dawar 2002). This report focuses
on consumers’ cognitive structures and processes as building blocks.
Companies that focus on the downstream see their competitive advantage emanating not from
internal resources and capabilities, but as residing in the marketplace. Among the many strategic
marketplace resources that can form the basis of a competitive advantage, those that reside in the
mind of the consumer are some of the most powerful, and yet elusive and ill-understood in the
strategy literature. Over the past three decades, research in cognitive psychology and consumer
behaviour has painted an intriguing picture of the cognitive mechanisms that drive consumer
behaviour. Little of this knowledge has been systematically applied to the elucidation of options
available to strategists.
Consumers’ knowledge and awareness of a brand is a typical example of a downstream resource
that can help companies to create a competitive advantage. We know from the brand extension
literature, for example, that companies that introduce new products benefit from consumers’ existing
brand awareness and knowledge structures. But benefiting from existing cognitive structures is but
a first step. From a strategy perspective, a far more intriguing notion is that cognitive structures are
endogenous: that firms can influence and shape consumer preferences.
The consumer behaviour literature demonstrates that firms have ample opportunity to influence and
shape preferences. For example, research by Carpenter and colleagues (Brown and Carpenter
2000; Carpenter and Nakamoto 1989; Carpenter and Nakamoto 1996) has shown that truly
innovative branded products have the power to define the dimensions that consumers will use to
evaluate products in a new category. These products become prototypical of the product category.
Prototypical branded new products set the stage for future consumer evaluations: competing
products entering the category will be evaluated against criteria and standards established by the
pioneering innovator.
This report offers a comprehensive framework describing how prototypicality effects can enable
companies introducing innovations to use the brand as a resource to create a cognitive competitive
advantage. We also propose that cognitive processes such as satisficing and balancing imperatives
help to sustain this cognitive advantage. We provide an example of each these processes and
formulate recommendations on how firms can use these processes strategically.
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Figure 1 Apple’s 2nd generation
iPhone
nd
Figure 1 Apple’s 2

generation Iphone

generation

of

mobile

devices and as such created
a cognitive competitive advantage. Indeed, the i-phone has set the standard by
which consumers evaluate not just other smartphones, but other consumer
electronics products (Ando, 2008). And it is has had an influence on the design
and usability of a wide range of consumer products.

2. What is a cognitive competitive advantage?

A company has a cognitive competitive advantage when its brand, compared to
competing brands, occupies a privileged position in the mind of the consumer
because her or his cognitive preference structures favour the brand.
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2. What is a cognitive competitive advantage?
A company has a cognitive competitive advantage when its brand, compared to competing brands,
occupies a privileged position in the mind of the consumer because her or his cognitive preference
structures favour the brand.

Table 1 What is a cognitive competitive advantage?

It is a competitive advantage…

A competitive advantage refers to a better position relative
to competitors that enables a firm to achieve higher than
‘normal’ economic rents. In the case of a cognitive competitive
advantage, this position is based on the differential superiority
of cognitive representation and processes of a brand relative to
competing brands.

...that is of a cognitive nature.

The sources of a cognitive competitive advantage are the
consumer’s cognitive preference structures and the cognitive
processes that favour the brand.

In this research report we propose that firms launching branded new products should strive to
position them as prototypical for the new product category or category segment. We begin by
examining the dominant marketing paradigm that suggests that firms should uncover pre-existing
consumer preferences and try to respond to them in the best possible way.

3. Consumer preferences as a market-based asset
In the academic marketing literature as well as in business practice, the idea that consumer
preferences are given is a pervasive one. Businesses believe it is their role to uncover consumer
preferences and serve them. They believe they are market oriented when they absorb information
about consumer preferences from the market, and respond to it. This conventional wisdom holds
that consumer preferences are exogenous to strategy.
Yet mounting evidence in the consumer behaviour literature points to the malleability of consumer
preferences (e.g., Carpenter and Nakamoto, 1989; Hoch and Deighton 1989; Kardes and Kalyanaram,
1992). Consumers’ preferences are formed based on learning and information encoding processes.
Because much of the information consumers learn, and the processes by which they learn, are
provided by or influenced by firms, they are well positioned to make consumer preference formation
endogenous to strategy.
From a strategy perspective this means that the competitive game changes from a race to meet
consumer preferences at the lowest price, to a battle over the structure of consumer preferences,
and the processes that underlie them. In other words, consumer preferences become a marketbased asset that firms can shape and ‘own’. This research report argues that one way firms can
successfully influence a consumer’s preference structure, is by positioning branded new products as
prototypical for the new product category or category segment.
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3. A categorization perspective

To avoid to be overwhelmed by the infinite number of stimuli in their
environment, individuals categorize objects and events they encounter into larger
groups (Cantor and Mischel, 1979; Rosch, Mervin, Gray, Johnson and Boyes4. A categorization perspective
Braem, 1976). Categorization research shows that not all brands in a category
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innovations at the core of an emerging category or at the periphery of an existing

and remembered more rapidly, and used more often as cognitive reference points
one. These choices have significant implications for the long term sustainability of
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and frequent exposure to the new product increases the brand’s spontaneous and
aided awareness. Subsequent entrants in to the category are judged on the
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in that category. Nike is a typical brand in the athletic shoe category. They defined the category in the
early 1980s. Other brands, such as Puma, Umbro, and even Reebok, have attempted to position
themselves on the periphery of this typical brand, but have always been subject to the whims of the
core brand’s strategy.
Consumers view innovations that are positioned at the core of emerging categories as setting the
standards for later entrants into that category. Intensive and frequent exposure to the new product
increases the brand’s spontaneous and aided awareness. Subsequent entrants into the category
are judged on the standards set by the prototypical innovator. Firms use these processes to create
a strong advantage that will protect the brand from future competitors. Because consumers prefer
cognitive economy and do not want to be over-burdened with information, they accord a privileged
position to the prototypical brand, which gives it a cognitive competitive advantage.
On the next pages we describe how a cognitive competitive advantage is created. We also elaborate
on some of the cognitive processes that enable firms to sustain this advantage.
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Satisficing effects
Consumers attempt to minimize mental effort by aiming for a
satisfactory solution rather than an optimal one. Because of
its privileged position in memory, a prototypical brand is easily
accessible and has a high chance of being included in retrieval
and consideration processes.
e.g.,
Heuristics effect
To minimize mental effort consumers use heuristics that build on
easily accessible information and result in sufficient solutions.

To make sense of a new category, consumers seek
prototypical examples that enable them to structure
new information and develop preferences. Because an
innovator is by definition the first brand in the category,
it is likely to be considered the prototype or standard in
the category and thus gain distinctiveness.

e.g.,
Ideal point effect

A prototypical brand’s attributes define a consumer’s
category tastes and preferences. The prototype is, by
definition, preferred.

The advantage becomes more sustainable as a result of
consumers’ coping behaviour. Consumers satisfice in the face of
too many choices, too much information and not enough time.

Prototypicality effects

An advantage is derived from how consumers form
their preferences and cognitive structures. Consumers
look for prototypical examples to structure information.

Consumers seek out confirming information and
dismiss information that disconfirms their beliefs.

e.g.,
Confirmatory processing effect

Consumers strive for balance: they justify behavior
and past choices by adapting perceptions, attitudes
and information processing. Because of its privileged
position in memory, a prototypical brand is used as a
reference point to adjust the balance.

Balancing effects

The advantage becomes more sustainable as
a result of consumers’ stabilizing behaviour. To
justify their choices consumers balance sometimes
discrepant information.

CCA-source = cognitive processes
BUILDING ON ESTABLISHED COGNITIVE STRUCTURES

CCA-source = cognitive processes
AT THE FORMATION OF COGNITIVE
STRUCTURES
 	

How is the CCA sustained?

How does the CCA arise?

Table 2 Creating and sustaining a cognitive competitive advantage (CCA) : prototypicality, satisficing and balancing effects
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6. How does a cognitive competitive advantage arise?
A cognitive competitive advantage that builds on prototypicality processes is often established
during the formation of a product category. This is particularly relevant for innovative products.
As an innovator pioneers a new market (or segment), the category is novel and consumers know
little, if anything, about it. As a consequence, their preferences are not yet (or only weakly) formed.
The criteria on which to evaluate the new products are not yet formed, and the dimensions that will
define the positioning space in the new marketplace are not yet known. The ideal characteristics
bundle that a brand in the new category should offer is at that stage still undefined in consumers’
minds (Carpenter and Nakamoto, 1989). To make sense of the new category, consumers are looking
for evidence that enables them to structure their thoughts and develop preferences. Recent research
indicates that even the extent to which a product is perceived as novel can be influenced by firms at
this stage, opening up strategic positioning possibilities (Goedertier, Dawar and Geuens, 2009).

6.1 Prototypicality effects
As an innovating brand is initially the only available product example in a new category, it has a high
chance of serving as the prototype of products in that category. When this happens, the brand
becomes strongly associated with the category, and is perceived as the “standard” against which all
point effect
later Ideal
competitors
are judged (Carpenter and Nakamoto, 1987, 1989).
Buyers update their preferences through trial (Carpenter and Nakamoto, 1987,
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Summarizing

this

means that, regardless of the

To facilitate the creation of an ideal point effect, companies can ensure that the
positioning of their new product emphasizes dimensions that are new, induce trial
to make sure consumers' preferences are shaped by the offer of the prototypical
brand, and avoid overpromising. To further support the effect, companies should
stress

the

successful

outcomes

of

their

new

product

in

their

market

communications. Counter-intuitively, when competitors launch similar products,
the company owning the prototypical brand, should strive in its communications
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confirmation-biased product trials (Hoch and Ha, 1986; Deighton, 1984; Carpenter and Nakamoto,
1989). Summarizing this means that, regardless of the characteristics the innovator brand is offering,
these are encoded in consumers’ minds as the blueprint for a successful result. Thus, an innovating
brand can set consumers’ beliefs about the ideal combination of attributes in that product category,
against which later competitors are judged (Zhang and Markman, 1998).
To facilitate the creation of an ideal point effect, companies can ensure that the positioning of their
new product emphasizes dimensions that are new, induce trial to make sure consumers’ preferences
are shaped by the offer of the prototypical brand, and avoid overpromising. To further support the
effect, companies should stress the successful outcomes of their new product in their market
communications. Counter-intuitively, when competitors launch similar products, the company
owning the prototypical brand, should strive in its communications to make sure those products are
considered as close followers. In other words, a prototypical brand should prefer to have me-too
competitors rather than competitors that are seen as differentiated. Proximity will ensure that rivals
are overshadowed by the prototypical brand. Close competitors may even reinforce the advantage
of the prototypical brand (Carpenter and Nakamoto, 1989).

l 12

Importantly, it is worth noting that a prototypical status is not exclusively available to the first entering
innovator in a new market segment, and it can be usurped by later entrants if they are able to
convince consumers to change their criteria of purchase in that category. Consider the example of
Palm, the Newton, and Psion hand-held personal information organizers. Although Psion pioneered
the handheld market as early as 1984, and the Apple Newton took a successful but short-lived stab
at it in the early 1990s, it was Palm
that eventually succeeded in
acquiring the status of prototypical
brand at a later stage as consumers’
criteria evolved in a rapidly changing
technological environment. Today,
even Palm is struggling to maintain
that status, as the primary dimensions
on which hand-helds are evaluated
have again shifted from personal
information management to connectivity, e-mail, and internet access.
Today the Blackberry is synonymous
Figure 5 Psion, Apple Newton and Palm
with hand-held devices. The iPhone
is attempting to corner the blackberry
into the “business” segment, while it attempts to shift consumers’ criteria toward ease-of-use. This
brings us to the topic of the sustainability of such competitive advantages.

7. How is a cognitive competitive advantage sustained?
A cognitive competitive advantage is sustained by cognitive processes
that build on established cognitive structures
A cognitive competitive advantage created by prototypicality effects is sustained by the phenomenon
of cognitive inertia (Mattila, 2003). Cognitive inertia refers to the phenomenon that consumers tend to
stick with their initial opinions, choices or ideas.
We suggest that two categories of cognitive processes contribute to cognitive inertia. A first set
of satisficing processes makes the cognitive competitive advantage more sustainable by steering
consumers’ coping behaviour in the face of too many choices, too much information and not enough
time (Shugan, 1980). A second set of balancing processes makes the advantage more sustainable
because consumers seek to justify and confirm their beliefs and prior behaviour.

7.1 Satisficing Effects
To cope with problems of too much information, consumers attempt to use broad categories, avoid
processing at a level of detail, and seek satisfactory solutions rather than optimal ones (Wyer and
Srull, 1986; Pruppers, Ouwersloot and Dawar, 2007). Because of their privileged positions in memory,
prototypical brands are easily accessible and easily processed, and thus prime targets to be included
in satisficing processes. This entails that prototypical brands have a high chance of being included
in retrieval, consideration, and choice sets. An example of a satisficing process reported in previous
literature is the use of heuristics.
Heuristics effect
Faced with a choice, consumers acquire information on the alternatives, and process that information
to arrive at an expected utility. However, determining the benefits of different alternatives comes at a
cost. This cost originates from the number of alternatives that needs to be considered, the amount of
information on each alternative, and time constraints and limited information processing capabilities
of consumers (Shugan, 1980).
When confronted with information overload, consumers use simplifying rules for processing information
that purport to lower decision-making costs (Wright, 1974; Hoch and Deighton, 1989). These choice
heuristics aim for a satisfactory outcome rather than an optimal one. Examples of such decision rules
are the conjunctive rule (consumers consider only brands that score a certain minimum level on
all brand attributes), the disjunctive or maximax rule (consumers compare the best characteristics
of brands, the brand with the highest score on its best characteristic is chosen), the minimax rule
(consumers compare the weakest characteristics of brands, the brand with the highest score on its
weakest characteristic is chosen) or the lexicographic rule (consumers rank characteristics per brand
on the basis of their importance, the brand with the best score on the most important characteristic
in the eyes of the consumer, is chosen). Due to their privileged status in memory, prototypical brands
set the agenda for these heuristics. For example, when consumers apply a conjunctive rule the
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characteristics per brand on the basis of their importance, the brand with the
best score on the most important characteristic in the eyes of the consumer, is
chosen). Due to their privileged status in memory, prototypical brands set the
agenda for these heuristics. For example, when consumers apply a conjunctive
rule the prototypical brand has a high chance of being included in the
consideration set, but might also determine which brand attributes are used to
evaluate the brands in the set.
prototypical brand has a high chance of being included in the consideration set, but might also
determine which brand attributes are used to evaluate the brands in the set.
Firms can uncover the heuristics consumers use when they consider buying their
product.
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to when
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sure that its customers know that it offers the benchmark number of megapixels,
further solidifying its position as the prototypical brand in the category.

6.2 Balancing Effects

In addition to the satisficing effects described above, we argue that a cognitive
competitive advantage created by prototypicality effects is further sustained by a
set of balancing effects. Balance theory (Heider, 1946, 1958; Cialdini, Trost and
Newsom, 1995) identifies a drive for harmony within one’s cognitive system as a
central motivator of responding. In other words, consumers adapt perception,
attitudes and information processing to achieve this balance. Because of their
privileged positions in memory, prototypical brands are likely to be used as a
reference point to adjust the balance. An example of a balancing effect, is
‘confirmatory processing’.
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Confirmatory processing

Confirmatory information processing refers to the phenomenon that consumers
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8. Conclusions
In this report we suggest that downstream innovation must include innovation in the marketplace as
well as innovation in products. Indeed, we suggest that innovation in products is less than half the
battle. We outline one aspect of innovation in the marketplace: positioning the product in the mind of
the consumer to achieve a sustainable competitive advantage.
Innovators can benefit from a cognitive competitive advantage based on prototypicality effects.
Consumers will look to prototypical brands to structure information about the product category.
When this happens several cognitive processes contribute to the formation of a cognitive competitive
advantage. One such process is the ideal point effect that predicts that a prototypical brand’s
attributes will define a consumer’s category tastes.

l 16

Cognitive competitive advantage is sustained due to cognitive processes that include satisficing and
balancing effects. Satisficing effects occur because consumers try to minimize mental effort and
contend with a satisfactory solution rather than an optimal one. Because of its privileged position
in memory, a prototypical brand is easily accessible and has a high chance of being included in
retrieval and consideration processes. Heuristics are simplifying rules that consumers use to minimize
cognitive effort when burdened with large amounts of market information. Balancing occurs as
consumers strive to justify prior beliefs or behaviour (e.g. choices). Because of its privileged position
in memory, a prototypical brand is used as a reference point to adjust the balance. An example of a
balancing effect is the confirmatory processing effect. This effect refers to the phenomenon that new
information will be selectively perceived favouring past choices.
Recognizing the need to shape consumer preferences is a first step to acquiring a cognitive competitive
advantage. The true challenge, however, resides in finding new dimensions of purchase, capturing
a location on these new dimensions and making sure that those new dimensions become part of
consumers’ criteria of purchase. Apple successfully introduced aesthetics, design and ease of use
as new dimensions of purchase, and succeeded in ‘owning’ a leading position on these dimensions
for several of its products. Competitors that now attempt to compete on these dimensions risk being
overshadowed because of the prototypical status of many of Apple’s products.

Figure 8 Apple hasFigure
introduced
aesthetics,
design and
ease of use
as new
purchase
in its core
8 Apple
has introduced
aesthetics,
design
anddimensions
ease of useofas
new
markets
dimensions of purchase in its core markets

To create and shape new dimensions of purchase, firms must look at criteria that
competitors are neglecting. Whether that is design in consumer electronics, or
convenience in banking, or ease-of-use in video games. Consumers may want, or
could be made to want, what competitors are not delivering right now. One way
to spot opportunities is to look at dimensions used in other categories and try

to spot opportunities is to look at dimensions used in other categories and try
them in your category. Increasing the weight of dimensions that may have been
used earlier, but were relatively less important, is another way to create a
difference. In the cell phone market, where people were generally looking for
functionality, Nokia first attempted the smallness of size as a new dimension.
This worked for a while. However today, the battle is firmly on the dimension of
design, and Apple is in control that dimension. The main learning point in this
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A final but somewhat counter-intuitive conclusion that results from this research report, is that
is crucial for companies owning a prototypical brand to focus in their communications on framing
other brands as me-too competitors. This will prevent them from building a separate perceptual
mass and relegate them to be overshadowed by the prototypical brand. The cognitive advantage of
prototypical brands will even be reinforced by this practice.
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