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I. Brand loyalty and brand choice 
processes: An introduction to the study 

1.1 THE PHENOMENON OF BRAND LOYALTY 

An important aspect of the buying behavior of a consumer making 
succesive purchases of a certain product is the brand, which is chosen at 
the consecutive purchase occasions. Generally, more than one brand is 
offered of the same product within a given product field, and a buyer has 
to choose one of these brands at the moment of purchase. It may be 
expected that this is not a random choice from the alternatives available, 
because the various brands of the same product will differ more or less 
from each other in the eyes of the consumer. One indication of this is the 
widely-spread use of brands in marketing policy nowadays. If the brands 
were all the same to a consumer, all efforts of manufacturers and retailers 
to give their product its own identity via a brand and accompanying 
marketing activities would be in vain. The fact that a great many pro­
ducts today, consumer goods in particular, are sold as branded products, 
shows the great confidence placed in the effectivily of branding as a tooi 
for marketing policy. 

Amongst the first to publish research results, showing that consumers do 
not choose a brand at random but that - for a certain consumer - different 
brands have different probabilities to be bought, were Brown (1952) and 
Cunningham (1956). Cunningham, using data from a consumer panel, 
calculated for every family in the panel the percentage represented by the 
most favored ( = most bought) brand in the purchases of various products 
during 3 years. For the seven products studied, he found that individual 
households bought the favorite brand much more frequently than would 
be expected under the assumption of a random choice from the brands 
available. 

For every family there is usually one brand (sometimes more than one) 
which has a rather high probability of being chosen on a purchase 
occasion, while for other brands this chance is low, perhaps almost zero. 
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In general, the brand chosen at many previous purchase momenü has a 
high probability of being bought again on subsequent occasions. 
So one often stays with the same brand for quite a number of purchases, 
and to cover this phenomenon the term brand loyalty has come into use. 

There is not one exclusive measure of brand loyalty. The quantity, 
calculated by Cunningham i.e., the percentage in the purchases repre-
sented by the most favored brand, seems to be a quite natural measure, 
but there are other possibilities, e.g., the percentage in the purchases 
represented by the first and second favored brand together, or: the num­
ber of different brands bought during a certain number (e.g. 100) of 
purchase occasions, etc. 

Following the work of Brown and Cunningham a number of studies 
on brand loyalty appeared. In these studies attention was especially paid 
to the question of whether or not there are general factors which deter-
mine the degree to which a consumer is brand loyal. We will return to 
this subject in chapter 8. 

1.2 THE BRAND CHOICE PROCESS 

The notion of brand loyalty, dealt with in the previous section, has the 
character of a summary measure. After a family has completed a sequence 
of purchases, a quantity can be computed that measures the family's 
brand loyalty. As noted above, such a measure is not unique. 

Such kinds of brand choice measures are derived from the brand 
choice process. Here we define a brand choice process as: the consecutive 
buying of certain brands of a product by a consumer. It is this brand choice 
process which forms the subject of study in this book. 

Generally consumer behavior is not deterministic. At a purchase 
moment each brand has a certain probability of being chosen, and we can 
speak about the probability distribution over the various brands. Brand 
choice processes are essentially stochastic processes. Let {Xt} represent 
the brand choice process of a certain consumer for a certain product, 
where Xt denotes the brand chosen on purchase occasion t. (A purchase 
occasion occurs every time the consumer makes a purchase of the product 
under study, irrespective of the brand chosen; more generally, such an 
occasion can be called a response occasion.) When there are m different 
brands in a particular market and the brands are represented by the 
numbers 1 to m, the state space, the values Xt can take, is the set of 
numbers 1 to m; t, the indexing number of the purchase occasions, can take 
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the values 1, 2, 3, ... So the brand to be chosen at a purchase occasion is 
a random variable and the brand choice process {Xt} is a stochastic 
process with a discrete state space in discrete time. The probability that 
brand i will be chosen at purchase occasion t, given the brands chosen at 
the k previous occasions, can be noted as follows: 

Prob(X t = / | x f _ l 5 x ( _ 2 , ...,*,_*) (1.1) 

In real market situations m can be a rather big number (e.g. greater than 
100). It is clear that in empirical research one must condense the state 
space of the process by combining the brands into a smaller number of 
classes. 

For practical applications (1.1) is too general and one has to specify 
the way in which the probability of buying a certain brand depends on the 
purchase history and which part of the purchase history is relevant to this 
probability. The various brand choice models developed in marketing 
literature represent such specifications. As an example here we will 
briefly discuss the Markov Model, which has received much attention 
over the years. 

Markov processes constitute an important class of stochastic processes. 
Like other social phenomena such as voting behavior and social mobility 
(see Coleman (1965)), brand choice behavior seems to be suitable for 
description by a Markov model. The characteristic feature of a Markov 
process is, that the probability distribution over the state space at a 
certain response occasion, depends only on a limited number of previous 
realisations of the process. In brand choice terms: the probability that a 
certain brand will be chosen at a given purchase occasion depends only 
on the brands chosen at the recent purchase occasions. For instance for 
a so-called first order Markov process the probability distribution of Xt is 
conditional only on the realisation of the process at (t — l), i.e. 

Prob (Xt = / | jf t_i, xt-i-> •••) = Prob (Xt = i\xt^t) (i= 1, ... m) 

In the sixties quite a number of papers appeared which treated the brand 
choice process within a Markovian framework. We will discuss this 
approach more extensively in chapter 3, where the Markov Model will 
be treated as one of a number of different brand choice models, amongst 
which the so-called Linear Learning Model will also be included. 

1.3 SCOPE OF THE STUDY 

In this study, the subject of research is the brand choice process. For this 
investigation the structure of the purchase histories of consumers is 
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