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Exploring 3 levels of brand loyalty

BE applied to 

Brand loyalty
By thinking about loyalty in the context of heuristics, Behavioural 

Economics can help us understand the different benefits of being brand 

loyal and therefore help us define the different types of brand loyalty

We often speak about brand loyalty as a singular thing,

the only question we ask is how loyal are consumers to a brand?

However before we measure the strengthof brand loyalty, shouldn’t 

we also consider the natureof that loyalty?

Just as you are loyal to people for different reasons, aren’t there 

different reasons you are loyal to a brand?
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Part of the series:

Application of BE to marketing and 

research

The Endowment Effect

Once consumers make a purchase and own an 

item, they value it more highly and are reluctant to 

give it up, as it now has an emotional value.

Loss Aversion

People experience more pain from losing 

something than pleasure from gaining something, 

therefore they are more loss adverse.

Status Quo Bias

This is the preference for things to remain 

the same. People tend not to change behaviour 

unless given a strong incentive 

to do so. 

Three (related) heuristics that impact the nature of brand loyalty 
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When brands that are part of consumers personal story,

people tend to overvalued them because they feel 

they emotionally own them, these brands are part of their lives.

As people are more emotionally invested in these brands, they  

become advocates. Hence Endowment-driven loyalty is often 

a more ‘active’ style of loyalty 

Who hasn’t got that friend that keeps telling you that the wine, 

chocolate, coffee is just as good at Aldi, if not better!

Brands with this more active sense of loyalty brands often have 

consumers actively them seek out, 

whether it is queuing up for the latest iPhone or 

swapping stores because ‘their’ brand is not available

The Endowment 

Effect
Once consumers make 

a purchase and own an 

item, they value it more 

highly and are reluctant 

to give it up, as it now 

has an emotional value
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How do you build Endowment Loyalty?

Central to this active ‘Endowment Loyalty’ is an alignment of brand values 

with consumer values. For a consumer to feel they own a brand, it has to 

reflect the type of person they aspire to be.

One area we can see this is in the rise of social and/or environmentally 

conscious brands, for example Thank-You Water, which appeals to the growing 

number of conscious consumers. 

Providing an element of surprise and delight, something to talk about, 

also helps cement Endowment Driven Loyalty, as these stories turn people into 

brand advocates. Having a positive story to convey about a surprising aspect 

of a brand or a great customer service story also helps to reinforce these active 

emotional bonds.

A sense of collectability, be it borrowed collectability from a sales promotion 

such as football cards, or the inherent collectable nature of a product itself, e.g. 

11- 12 year olds displaying their range of collecting Impulse fragrances, 

encourages emotional ownership of a brand



6

Loyalty can also  be based on fear and the associated risks 

of the unknown. 

One obvious risk is that of wasting money. 

If a new product doesn’t deliver to the same level as your regular 

product you feel like you have wasted your money.

However there are also other types of risk

Whether it’s the risk of wasted time (do-overs), e.g. 

something new for dinner that the kids don’t like, or having to 

re-wash that shirt, all of which adds pressure to already busy lives

Or the negative social consequences of trying something 

new  which could result in you, your family, your house, bathroom

not looking or smelling its best 

The emotional risk of feeling disappointed, let down, 

disappointed, feeling unsatisfied, etc.

This type of  loyalty relies on consumers natural tendency to 

play it safe and the fear of rocking the boat by taking a risk,

Loss Aversion

People experience more 

pain from losing something  

than pleasure from gaining 

something, therefore they 

are more loss adverse.
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How do you build Loss Aversion Loyalty?

Loss aversion can be a loyalty motivator in any high risk category (be that risk 

associated with time, money, social  or emotional consequences)

From the fear of social judgement of not having a visitor ready house (who can 

forget the Ajax Spray and Wipe ads), to soap and that 1960’s and 70s classic 

‘Don’t wait to be told you need Palmolive Gold’…

Highlighting the risks and consequences, while emphasising the feelings of 

safety and assurance, can be a strong motivator for brand loyalty

You would also assume that loyalty driven by the fear of loss would be 

associated with the leading brand, but not always.

There are many examples where challenger brands have built loyalty based on 

loss aversion, e.g. in superannuation where the Industry Funds challenge 

brands took on the established Retail Funds with the fear of losing money by 

paying higher fees
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Many times it is just easier to do what you have always 

done, rather than have to do something new.

It’s like ordering at a drive thru - its hard reading those 

menu boards, so you  often end up just ordering what is 

simple, easy, what you know. 

Sometimes we think of this as simply as habit and to 

some extent it is, but solely thinking of it as a habit ignores, 

or at least downplays the key benefit of this type of loyalty –

mental convenience,  which is an increasingly motivating 

benefit in busy  harried lives

Status Quo Bias

This is the preference for 

things to remain the 

same. People tend not to 

change their behaviour 

unless given a 

strong incentive 

to do so 
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How do you build and maintain Status Quo Loyalty?

The fundamental benefit that Status Quo Loyalty provides is that it makes life 

easy.
Status Quo driven loyalty saves time and 

effort, it provides mental ease and  

convenience - which in increasingly time 

pressed lives, is increasingly motivating

How many times have you just grabbed your 

‘usual’ lunch at work because you can’t be 

bothered even thinking about what else you 

might want, or just picked up a packet of 

mince and your usual pasta sauce for dinner, 

because after a long day it’s a meal you don’t 

have to think about? 

Mental Convenience can be a highly 

motivating driver of brand loyalty.

The key to building and maintaining Status Quo Loyalty is not getting in its way 

by disrupting the ease of buying. For example radically changing packs which 

can confuse the buying decision and interrupt the habit.

The golden rule is to keep the purchase process simple and consistent, building 

and reinforcing the distinctive brand assets which deliver the ease and 

convenience which is at the heart of Status Quo Loyalty.

The impact of pricing and discounting on Status Quo Loyalty is a subject for 

another day!



BE applied to 

Brand loyalty

How do I apply these learnings to my business?

The aim of this paper is to encourage you to think more deeply about 

the natureof  loyalty between your brand and its customers and to not 

just focus on the strength of that loyalty.

For the ease of explanation we have separated these three different 

types of loyalty:

1. Endowment Loyalty

2. Loss Aversion Loyalty

3. Status Quo Loyalty

But in reality, your brand may be influenced by more than just one of 

these different types of loyalty.

For example, choosing what brand of new car to buy could be a 

combination of Endowment Loyalty and Status Quo Loyalty.
(That brand car aligns with my self image and I was happy with the last one I 

bought )

By understanding  the true nature of loyalty, you can then develop 

strategies to more effectively nurture your brand’s relationship with it’s 

consumers and better insulate it from  competitors.
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This article was written based 

on B&B’s knowledge and 

experience in researching 

brand loyalty in its many 

forms over the past 20 years 

It is part of the series: 

Application of Behavioural 

Economics to Marketing and 

research

If you are interested in learning more and thinking differently, visit our website for more articles, 

papers and other resources

Bread & Butter
Level 3, 3 Young St Neutral Bay
(02) 9963 4600


