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Abstract

This thesis examines customer loyalty and consumer switching in dynamic markets, with a
particular focus on the electric vehicle market. A new conceptual framework for customer
loyalty in the EV market is developed by combining findings from research on customer
loyalty, dynamic markets and electric vehicles. The framework adds to the existing literature
by explaining how characteristics of dynamic markets affect customer loyalty. The hypotheses
proposed suggest that customer loyalty is more variable and tends to be reduced in dynamic
markets and the EV market. With respect to EV loyalty, extant literature indicates that the most
important reason for the initial purchase of EVs is environmental performance, while

operational cost savings are particularly important for repurchasing behavior.



1 Introduction

“As more car makers roll out electric vehicles, they are discovering an important trait among
early customers: They are far more apt to try new brands.” (The Wallstreet Journal 2022)
Over the past decade, the automotive industry has undergone tremendous
change, driven by technological breakthroughs in the field of electric mobility, rapidly changing
consumer preferences and the emergence of new market players. The transition from internal
combustion engines (ICEs) to battery electric vehicles (BEVs) is expected to contribute
significantly to the decarbonization of the transportation system and the reduction of local air
pollution (Bickert, Kampker, and Greger 2015, p. 138; Mersky et al. 2016, p. 56). To further
accelerate the EV diffusion process and to consequently achieve these sustainability goals,
consumers of traditional ICEs need to be convinced to adopt EVs and existing customers need
to remain loyal to them (Hasan 2021, p. 2). Among the various drivers influencing the adoption
of EVs, the increase in consumers’ environmentally conscious purchasing behavior is the most
important one (Degirmenci and Breitner 2017, p. 1). However, recent research has shown that
the main drivers of EV adoption differ from those of EV disadoption. For example, as noted
above, environmental factors are the greatest motivator behind EV adoption, but they are poor
predictors of potential disadoption (Parthasarathy and Lassar 2023, p. 549). While EV adoption
has already received much academic attention, the area of EV loyalty has been largely
neglected. Therefore, more research in this area is needed to better understand the various
factors influencing customer loyalty and switching patterns in the dynamic EV market. In
addition to the importance of understanding vehicle type loyalty from a social and
environmental perspective, brand loyalty is of great economic interest to vehicle manufacturers

to further increase their sales and consequently their market shares.



The purpose of this thesis is to conduct a literature review on the antecedents and
moderators of customer loyalty in the context of dynamic markets in general and in the electric
vehicle market in particular. Based on these findings, I will develop a conceptual framework to
better understand customer loyalty and customer switching in the electric vehicle market. This
framework addresses a gap in the existing literature by incorporating EV-specific industry and
customer characteristics.

The following chapter first provides an insight into the relevant theory on the definition,
drivers and consequences of customer loyalty. Second, the influence of dynamic market
conditions on customer loyalty will be explained. In the third chapter, I combine the findings
from the previous chapters with the EV-specific literature to develop a unique framework for
customer loyalty in the EV market. Finally, I summarize the key findings of the paper, discuss

their relevance for practitioners, and provide a recommendation for future research.

2 Theory behind Customer Loyalty and Consumer Switching

2.1. Motivation, Definitions, and Literature Heterogeneity of Customer Loyalty

The concept of customer loyalty has received considerable attention in both academic and
practical contexts. Customer loyalty is regarded as the “central thrust of the marketing activities
of a firm” (Dick and Basu 1994, p. 99), and ideally leads to increased profits and consequently
higher shareholder value (Homburg, Wieseke, and Hoyer 2009, p. 38). The idea is that loyal
customers tend to make repeat purchases, have a higher willingness to pay and could
recommend the product to others (Ngobo 2017, p. 229). Nevertheless, customer loyalty alone
does not necessarily imply profitability and loyalty-building efforts often fail to meet their

financial return expectations (Henderson, Beck, and Palmatier 2011, p. 257; Watson et al. 2015,



p. 790). Therefore, Reinartz, Thomas and Kumar suggest that companies need to focus on both
loyal and profitable customers at the same time to realize higher profits (2005, p. 77).

Despite its importance, however, there is still no single definition of customer loyalty.
Jacoby and Chestnut (1978) cited more than 50 definitions of it (Dick and Basu 1994, p. 99;
Watson et al. 2015, p. 791). This implies that customer loyalty is a multidimensional
phenomenon, which can range from simple repeat purchases to cross-buying and the
recommendation of a particular product or service by existing customers. Oliver defines
customer loyalty as “a deeply held commitment to rebuy or repatronize a preferred
product/service consistently in the future, thereby causing repetitive same-brand or same-brand-
set purchasing, despite situational influences and marketing efforts having the potential to cause
switching behavior” (1999, p. 34). The authors Dick and Basu refer to it in a similar manner as
“the strength of the relationship between an individual’s relative attitude and repeat patronage”
(1994, p. 99). Besides these multidimensional definitions, other academics define it more
singularly, meaning that they just focused on either an attitudinal or behavioral construct (East
et al. 2005, p. 11).

However, most recent theories attribute customer loyalty to attitudinal and behavioral
components (Chaudhuri and Holbrook 2001, p. 81; Watson et al. 2015, p. 791). Attitudinal
loyalty is defined as the degree to which customers have developed a positive attitude or
preference towards a particular brand. As such, it is a purely psychological construct.
Behavioral loyalty, on the other hand, is the readiness of customers to act, which can be seen
as analogous to repeat purchases (Oliver 1999, pp. 35, 36). In a meta-analysis, Watson et al.
examined 163 customer loyalty studies with regard to their definition of loyalty and found that
the different conceptual approaches of the research were partly responsible for the

heterogeneous results (2015, p. 790).



2.2. Influencing Factors and Types of Customer Loyalty

As introduced in the previous chapter, customer loyalty is a very complex construct, with many
influencing factors involved. One of the most relevant and widely recognized theories in terms
of explaining the formation of customer loyalty is the conceptual framework (Figure 1) of Dick
and Basu (1994, p. 100). The authors were among the first to not only quantify the static
outcomes of customer loyalty (e.g. repeat purchases, word-of-mouth, cross-selling etc.), but
also to explain the dynamic process of customer loyalty development. Although the authors
themselves do not provide any empirical evidence for their framework, subsequent studies have
substantiated many of the theories presented (Bove and Johnson 2009, p. 187; Chacon and
Mason 2011, p. 271; Ngobo 2017, p. 230). In the following chapter, I will use Dick and Basu’s
framework to explain different types of customer loyalty and the many different influencing
factors affecting loyalty development. In doing so, I validate and extend the authors’ theories
by adding complementary and new theories from other authors.
Insert Figure 1 about here

2.2.1. Relative attitude-behavior relationship. As previously mentioned, Dick and Basus
definition of customer loyalty includes both components, the preferred attitude towards a brand
or firm and the actual behavior (i.e. repeat purchasing) of customers. This is crucial, as a
positive attitude towards a brand does not necessarily lead to its purchase. In a study by Futerra,
30% to 50% of customers said they intended to buy green products, but only 3% actually did
(2005, p. 92; Carrington, Neville, and Whitwell 2010, p. 139). The framework of Dick and Basu
explains a potential attitude-behavior gap by incorporating “social norms” and “situational
influences” as two moderators of the attitude-behavior relationship (1994, p. 105). In addition,
it should be noted that the framework of Dick and Basu includes specifically the concept of
“relative attitude”. It differs from pure attitude because the positive or negative attitude towards

a brand is created by comparing it to other brands and should therefore have a significantly



stronger effect on repeat purchases. According to the authors, the degree of relative attitude is
determined by “attitude strength and “attitudinal differentiation” (Dick and Basu 1994, p. 101).
Consequently, consumers have a high relative attitude, when they have a strong mental
perception of the brand and if the brand differs significantly from others from the customer’s
point of view (Dick and Basu 1994, p. 101).

2.2.2. Loyalty types. Depending on the strength between relative attitude and repeat patronage,
Dicks and Basu state that customers can be in four loyalty conditions: “loyalty” (high relative
attitude/ high repeat patronage), “latent loyalty” (high relative attitude/ low repeat patronage),
“spurious loyalty” (low relative attitude/ high repeat patronage) and “no loyalty” (low relative
attitude/ low repeat patronage) (1994, p. 101). However, these loyalty categories are only
partially documented by authors and can vary from industry to industry (Chacon and Mason
2011, p. 271; Ngobo 2017, p. 231). For example, Ngobo empirically tests the four loyalty
conditions in the grocery retailing industry and finds support for only three of them: no loyalty,
latent loyalty, true loyalty (2017, p. 229). The author assumes that he probably couldn’t prove
the spurious loyalty condition due to the non-existent switching costs in the retailing industry.
This explanation makes intuitive sense, since spurious loyalty describes customers who exhibit
repeat-purchasing behavior without having a high degree of positive relative attitude towards a
brand. This is often the case when there are switching costs in place, which tie customers to
their current supplier.

2.2.3. Cognitive, affective and conative antecedents. Dick and Basu categorize the influencing
factors that determine the relative attitude into three antecedents: “cognitive, “affective and
“conative” (1994, p. 102). This categorization is based on the well-known three-component
attitude theory model (Mgller 2011, p. 335). Cognitive antecedents describe how and what
information customers absorb and process with regard to the respective brand (Dick and Basu

1994, p. 102), affective antecedents refer to how customers feel about the brand (“I buy it



because I like it.”) (Oliver 1999, p. 36) and conative antecedents refer to the behavioral
intentions of customers (“I’'m committed to buying it.”) (Oliver 1999, p. 36). Each of these
antecedents is subject to its own learning process, whereby they can also affect each other (Dick
and Basu 1994, p. 102). It is of particular importance to note that all three antecedents exert an
influence on the loyalty relationship.

Cognitive antecedents refer to the rational evaluation and assessment of brand-
information by customers, such as functionalities, price or performance (Oliver 1999, p. 36).
The degree to which customers can process and access this information is determined by
specific learning characteristics such as clarity or confidence of their respective developed
opinions (Dick and Basu 1994, pp. 103—4). In the context of evaluating products or services,
three attributes have been particularly emphasized in the literature: perceived quality, price and
value (Bolton and Drew 1991, p. 375; Johnson, Herrmann, and Huber 2006, p. 123; Zeithaml
1988, p. 2). According to Ngobo, price in particular is a decisive factor in the sense that a high
price tends to lead to lower customer loyalty and tends to keep customers in the “no loyalty”
condition (2017, p. 247). Zeithaml defines perceived value as “the customer’s overall
assessment of the utility of a product based on perceptions of what is received and what is
given.” (1988, p. 14). This definition implies that the perceived value of a product or service is
determined by the assessment of its quality (“what is received”) and price (“what is given”).
Moreover, it is important to mention that consumers’ assessment of product or service attributes
is not objective, but depends on their individual perception of them (Dowling et al. 2020, pp.
454-58; Parasuraman, Zeithaml, and Berry 1985, pp. 42, 46—47). In summary, product and
service attributes such as quality, price or value as well as the learning process characteristics
such as clarity or confidence determine the cognitive antecedents and consequently the loyalty-

relationship.



Affective antecedents describe all emotional states of customers in regard to a specific
brand (Dick and Basu 1994, p. 102). In this context, the concept of customer satisfaction is
probably the one most often associated with customer loyalty in the literature (Anderson and
Sullivan 1993, p. 125; Kumar, Pozza, and Ganesh 2013, p. 246; Luo and Homburg 2007, p.
133; Oliver 1980, p. 460; Olsen 2002, p. 240). The majority of researchers define customer
satisfaction as the outcome of consumer’s comparison between their prior expectations of the
product and the actual perceived performance (Oliver 1977, pp. 460, 485, 1980, p. 480; Tse and
Wilton 1988, p. 204). Accordingly, the authors distinguish three states that differ in how far the
customers are satisfied. First, if customers’ expectations were lower than the actual perceived
performance of the product (“positive disconfirmation”), customers are positively surprised and
consequently, have a high level of satisfaction. Second, if customer expectations were higher
than the actual perceived performance, customers are disappointed and consequently
dissatisfied (“negative disconfirmation”). The final state is when customer expectations and
performance perceptions are in line (“confirmation), which implies a medium satisfaction
outcome (Oliver 1977, p. 480).

Conative antecedents refer to a “behavioral disposition” (Dick and Basu 1994, p. 104)
or a “behavioral intention” (Oliver 1999, p. 35). Dick and Basu distinguish between three
conative antecedents: switching costs, sunk costs and expectations (1994, p. 104). Because of
its relevance for my later application to dynamic markets and the EV market, I will discuss the
concept of switching costs in more detail here. Porter defines switching costs as the “one-time
costs facing the buyer of switching from one supplier’s product to another’s” (1998, p. 10). The
authors Burnham, Frels and Mahajan further categorize these switching costs in three types:
“procedural”, “financial” and “relational” switching costs (2003, p. 112). Procedural switching
costs are all costs related to losses of time and effort, financial switching costs are losses that

can be quantified and relational switching costs refer to emotional relationship losses with the



current provider. The authors find support for the impact of all three types of switching costs in

the sense that they increase customer loyalty (Burnham, Frels, and Mahajan 2003, p. 117).

2.3. Consumer Dynamics and Switching between Loyalty Types

In the previous chapter, I have introduced the four different loyalty types of Dick and Basu’s
loyalty framework: loyalty, latent loyalty, spurious loyalty and no loyalty. However, I have not
yet explained how customers can switch between loyalty conditions.

2.3.1. Switching dynamics and customer loyalty. According to Chang and Zhang, a fundamental
principle of marketing is the fact that consumers’ preferences and behaviors are always
changing, meaning “consumers are dynamic” (2021, p. 165). The authors define consumer
dynamics as “temporal changes in consumer attitudes and behaviors” (Zhang and Chang 2021,
p. 167). Regarding Dick and Basu’s framework, changes in customer attitude (relative attitude)
are triggered by changes in the antecedents, while changes in customer behavior (repeat
patronage) in turn is triggered by changes in relative attitude, social norms or situational
influences (1994, pp. 100—101). Customer switching in either attitude or behavior has then a
direct impact on their loyalty type. More recent research by Ngobo suggests that customers
evolve dynamically over the loyalty stages, whereby their transition can be influenced by
marketing measures (2017, pp. 246—47). The study, which was conducted in a retailing context,
also finds support that customers start in different loyalty conditions and tend to switch over
time to lower loyalty conditions more easily.

2.3.2. Switching triggers. According to Edvardsson, Gustafsson and Roos, “triggers represent
the reasons why customers begin to consider switching at all” (2004, p. 258). They propose
three different types of switching triggers: influential, situational and reactional triggers (Roos,
Edvardsson, and Gustafsson 2004, pp. 257-58). First, influential triggers reflect the influence

of competitors on consumer switching (e.g. switching caused by a price discount). Second,



situational triggers describe how well a company reacts to changing customer preferences and
behaviors. Finally, reactional triggers refer to “the inside ability the company has to handle
critical incidents and complaint situations” (Roos, Edvardsson, and Gustafsson 2004, p. 261).
Other authors have also provided a broader perspective on switching triggers. Particular
interesting is the work of Chang and Zhang, who list several macro and micro factors as causes
behind consumer dynamics, including market characteristics (2021, pp. 167, 169, 170). Ngobo
also points out that Dick and Basu’s loyalty framework differs significantly depending on the
level of market conditions (2017, p. 231). Therefore, to be able to understand customer loyalty
in dynamic markets and the EV-market, I will analyze the effect of such market characteristics

on customer loyalty in the next chapter.

3 Specifics of CL and Consumer Switching in High-Dynamic Markets

3.1. Definition and General Characteristics of Dynamic Markets

Markets are often subject to constant change. Consumer preferences and behavior change, new
market participants alter the competitive situation, and political decision-makers change the
legal environment. The numerous and diverse dynamics exhibit significant variation in intensity
across different markets (Porter 2006, p. 1). To further explore the specific effects of dynamic
market characteristics on customer loyalty and customer switching, this section first introduces
the concept of dynamic markets.

3.1.1. Definition of dynamic markets. Sirmon, Hitt, and Ireland define dynamism as “the
regularity and amount of change occurring in the environment” (2007, p. 275). This fits the
prior definition of dynamism of the authors Baum and Wally, who referred to it as “the variance
in the rate of market and industry change and the level of uncertainty about forces that are

beyond the control of individual businesses” (2003, p. 1110). Furthermore, extant literature also
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undertakes a specification in so-called “high velocity environments” (Baum and Wally 2003,
p. 1110; Eisenhardt 1989, p. 544; Eisenhardt and Bourgeois III 1988, p. 738; Judge and Miller
1991, pp. 449, 450). High velocity environments are also dynamic markets, but they are more
narrowly defined, as the change itself occurs at an even higher speed. High-velocity markets
are typically characterized by the rapid introduction of new technology, fast changes in the
competitive situation and the fast adoption of regulations (Eisenhardt and Bourgeois III 1988,
p. 738), e.g. the information technology industry. In contrast, even a low-growth market can be
a dynamic market, as long as the growth is varying (Baum and Wally 2003, p. 1110).

3.1.2. Characteristics of dynamic markets. Sirmon, Hitt, and Ireland propose three areas that
are the source of high uncertainty in dynamic markets: changes in industry structure, instability
of market demand and the likelihood of environmental shocks (2007, pp. 275-78).

According to Porter, every market has a unique structure that has a direct impact on the
competitive rivalry among competitors (2006, p. 1). He posits that if market entry barriers are
low, competition is typically higher. This high competition leads to a fast changing industry
structure, which in turn creates high uncertainty in the market (Sirmon, Hitt, and Ireland 2007,
p. 275). Although industry recipes as “intra- and inter-organizational ways of working”
(Matthyssens, Vandenbempt, and Berghman 2006, p. 752) can reduce the uncertainty produced
by competition, high levels of innovation can make industry recipes redundant (Sirmon, Hitt,
and Ireland 2007, p. 276). Moreover, as I noted at the end of the last chapter, consumer behavior
and attitudes are constantly changing (Zhang and Chang 2021, p. 165), leading to relative
instability in market demand. This is especially true in dynamic markets, where firms may
influence consumer preferences by offering innovative products and services. Finally, Ireland,
Hitt and Sirmon mention environmental shocks as a driver of uncertainty (2007, p. 278).
Environmental shocks can arise from a variety of sources, such as the development of disruptive

technologies (e.g. substitutes) from outside of the industry or the introduction of comprehensive
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policies. In addition, the authors include the concept of environmental munificence in their
paper, but don’t refer to it directly as a driver of uncertainty. Environmental munificence is
defined as “the scarcity or abundance of critical resources needed by (one or more) firms
operating within an environment” (Castrogiovanni 1991, p. 542). With regard to this definition,
I suggest that this scarcity of resources can also lead to increased uncertainty in a market by
directly affecting competitive rivalry among these critical resources. Therefore, this aspect
should be listed as a characteristic of dynamic markets.

In summary, (high) dynamic markets are typically characterized by high uncertainty,
which is caused by high competition, the fast introduction of innovations, the instability of
market demand, the high probability of environmental shocks and the limited availability of

critical resources.

3.2. Specialized Theories on Customer Loyalty in Dynamic Markets

In the last part of this chapter, I have introduced the concept of dynamic markets and explained
their general characteristics. In this section, I will examine how customer loyalty differs in
dynamic markets compared to other markets. Customer loyalty and customer switching patterns
in the context of dynamic markets are largely unexplored in the literature. Nevertheless, several
authors have highlighted that both concepts differ across industries (Anderson 1994, p. 29;
Fornell 1992, p. 16; Roos, Edvardsson, and Gustafsson 2004, p. 256; Zhang and Chang 2021,
pp. 167-68). Anderson point out that this variation depends on specific market characteristics
(1994, p. 29). He cites the degree of product differentiation relative to customer heterogeneity,
competition, frequency of usage, and switching costs as influencing factors (Anderson 1994, p.
22). However, in addition to market characteristics, individual customer characteristics also
differ between markets. Homburg and Giering find, based on a multiple-group causal analysis,

that the relationship between customer satisfaction and loyalty is moderated by customer
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characteristics such as income or variety seeking (2001, p. 49). Therefore, to understand
customer loyalty in its entirety, both relevant market characteristics and customer
characteristics of dynamic markets have to be considered.

3.2.1. Influence of industry characteristics: competition. One of the most significant industry
characteristics that affects customer loyalty and customer switching patterns is the competitive
intensity within a market. The effect of competition on customer loyalty has been demonstrated
by numerous authors (Anderson 1994, p. 29; Chen 2015, p. 107; Ou, Verhoef, and Wiesel 2017,
p. 340; Seiders et al. 2005, p. 34; Zhang and Chang 2021, p. 168). Extant literature indicates
that competition can have two opposing effects. On the one hand, as competition increases,
firms are compelled to provide higher quality products and services to customers in order to
maintain their competitive edge. This, in turn, leads to an increase in customer satisfaction over
time (Anderson 1994, p. 22) and consequently, to a positive effect on customer loyalty. On the
other hand, several authors find evidence for the moderating effect of competition on the
relationship between customer satisfaction (or similar variables) and customer loyalty in the
sense that high competition reduces the impact of satisfaction on loyalty (Chen 2015, p. 114;
Ou, Verhoef, and Wiesel 2017, p. 351; Fornell 1992, p. 16; Seiders et al. 2005, pp. 31, 32, 38).
Fornell, for example, states that the effect of satisfaction on loyalty is more sensitive in
competitive industries (1992, p. 16). The negative effect could be explained by the fact that, as
competition increases and more companies enter the market, customers have a greater number
of alternatives to choose from, which is why the effect of customer satisfaction on customer
loyalty is reduced. This implies that even if competition has a positive effect on customer
satisfaction, overall customer loyalty could be still reduced under certain market conditions.
Since, as already explained, dynamic markets are characterized by intense competition,

customer loyalty varies more and tends to be lower compared to other markets.
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3.2.2. Influence of industry characteristics: innovation. A similar double-sided effect on
customer loyalty can be seen by the degree of innovation in a market, which is closely correlated
with competition. On the one hand, it can increase customer loyalty at the firm level by offering
products that might be better suited to customers preferences (Hauser, Tellis, and Griffin 2006,
pp. 687, 707). On the other hand, innovation is likely to reduce customer loyalty at the market
level. This is because other companies will also introduce new products or services that may be
an attractive alternative to existing offerings (Hauser, Tellis, and Griffin 2006, p. 708). In the
context of dynamic markets, which are characterized by a high degree of innovation (see 3.1.2),
it can be stated that customer loyalty should be reduced on the whole market level.
Nevertheless, as literature suggests, innovation can have a positive impact on customer loyalty
at the firm level.

3.2.3. Influence of industry characteristics: substitutes. In the introduction, I listed substitutes
and government policies as two examples of how environmental shocks can impact a market
from outside. Porter argues that “a substitute performs the same or a similar function as an
industry’s product but by a different mean” (2006, p. 6). He incorporates the concept of
substitutes into his famous “five-forces model” as one of the five forces, suggesting that a high
amount of available substitutes intensifies the competitive situation in a market (Porter 2006,
pp. 6-7). As with innovations, substitutes may be attractive alternatives to customers and
therefore reduce customer loyalty. In dynamic markets, the risk of substitutes is typically high
(see 3.1.2). Consequently, customer loyalty is more uncertain and tends to be reduced.

3.2.4. Influence of industry characteristics: government policies. Finally, I want to highlight
the impact of newly adopted policies as environmental shocks on customer loyalty in dynamic
markets. Zhang and Chang point out that government policies have an immediate impact on
consumer switching, but can also change consumers’ attitudes in the long term (2021, pp. 170,

171). The authors share examples of trade wars and tariffs, which could make products more
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expensive and therefore trigger customer switching (Zhang and Chang 2021, p. 171). Moreover,
Baumann et al. find support that the perception of regulation has a mediating role on the
relationship between several factors (such as competitive productivity or service quality) and
attitudinal/ behavioral loyalty (2017, p. 69). In the context of dynamic markets, where the
likelihood of such policies is typically higher, they are the cause of increased uncertainty in
customer loyalty. Whether customer loyalty is increased or decreased depends on the respective
law though.

3.2.5. Influence of customer characteristics: innovativeness. To understand the dynamic e-
commerce market, Swaminathan, Anderson and Song, developed a unique framework for e-
loyalty (2018, p. 27). One particularly noteworthy aspect of this framework is its incorporation
of specific customer attributes as an influencing factor on loyalty, namely “innovativeness” and
“aggressiveness” (Swaminathan, Anderson, and Song 2018, p. 22). The authors find support
for the direct impact of the degree of customers’ innovativeness on loyalty, but not for
aggressiveness (Swaminathan, Anderson, and Song 2018, p. 28). Steenkamp, ter Hofstede and
Wedel define consumer innovativeness as “the predisposition to buy new and different products
and brands rather than remain with previous choices and consumption patterns” (1999, p. 56).
Since customers switch in dynamic markets more frequently (see 3.1.2), it can be assumed that
customers in such markets have a relatively high degree of innovativeness. This means that they
are more open to products from the competition compared to customers in other markets, which
in turn reduces customer loyalty.

3.2.6. Influence of customer characteristics: aggressiveness. The other included customer
characteristic, aggressiveness, is referred to as the degree to which consumers “react more
radically against even the slightest product or service failures, making them cautious and
reluctant to develop bonds” (Swaminathan, Anderson, and Song 2018, p. 25). Although the

authors don’t find support for the effect of aggressiveness on customer loyalty (Swaminathan,
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Anderson, and Song 2018, p. 28), it makes intuitive sense and could apply also for other
dynamic markets, apart from the e-commerce sector. It can be hypothesized that, given their
increased switching frequency in dynamic markets, customers have probably a higher degree
of aggressiveness and consequently, lower customer loyalty.

3.2.7. Influence of customer characteristics: perceived switching costs. | have already explained
in the second chapter that switching costs usually lead to higher levels of customer loyalty. In
the context of dynamic markets, the study by Burnham, Frels and Mahajan is particularly
interesting (2003, p. 109). The results of the study suggest that perceived switching costs are
higher when customers perceive a greater provider heterogeneity and product complexity
(Burnham, Frels, and Mahajan 2003, pp. 118-19). According to the authors, product
complexity may increase switching costs, because customer may find it more difficult to search
for information and to evaluate the alternatives (Burnham, Frels, and Mahajan 2003, pp. 112—
13). Also, when supply is more heterogeneous in markets, customers may perceive that their
current supplier is less likely to substitute due to its differentiation, and previously acquired
knowledge may not be transferable (Burnham, Frels, and Mahajan 2003, p. 113). Since many
dynamic markets offer complex products (e.g. the technology industry), and customers tend to
be heterogeneous due to high competition and innovation, switching costs should be relatively
high, thereby increasing customer loyalty in such markets.

To conclude this chapter, it can be stated that customer loyalty is actively influenced by
industry and customer characteristics. Compared to other industries, customer loyalty typically
varies more in dynamic markets, depending on the characteristics mentioned above. If customer
loyalty is relatively higher or lower, has to be explored in each market individually. However,
since most of the characteristics lead to decreased customer loyalty, I assume that many

dynamic markets tend to have lower customer loyalty. In the next chapter, I will explore
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customer loyalty in the EV market and present the developed unique framework for EV loyalty,

by including all the mentioned market and customer characteristics.

4 Meaning for Passenger Vehicle Markets in the light of the Transition

from ICE to BEV

4.1. Framework Development

The worldwide diffusion process of EVs is still in its early stages. However, consumer adoption
has increased rapidly in the last decade (Li et al. 2021, p.1), accelerating the transition from
ICE to BEV. The emerging EV market fulfills all the characteristics of a high dynamic market,
which I have introduced last chapter: There is a high level of uncertainty in the market due to
intense competition, the rapid introduction of new innovations, rapidly changing market
demand (Talay, Calantone, and Voorhees 2014, p. 61), a high probability of environmental
shocks such as government policies and substitutes, and the limited nature of critical resources
such as Lithium or Cobalt for battery production (Jetin 2020, pp. 2, 5).
Insert Figure 2 about here

To fully understand customer loyalty in the context of the dynamic electric vehicle market, I
have developed a descriptive conceptional loyalty framework (Figure 2), which incorporates
findings from prior research on customer loyalty, dynamic markets and electric vehicles. In
particular, the work of the following authors played a role in the development of the framework.

Hur, Kim and Park were one of the few researchers who investigated customer loyalty
inan EV context (2013, p. 146). The authors find empirical evidence for the positive correlation
between the three consumer value dimensions (“hedonic value”, “social value”, “functional
value”) and customer satisfaction (Hur, Kim, and Park 2013, p. 152). However, it should be

noted that their study was based on data from consumers of HBEVs, so the findings can
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probably only partially be applied to consumers of BEVs. Nevertheless, I have included the
consumer value dimensions in my framework due to the lack of other BEV-specific literature
in relation to customer loyalty.

To understand customer loyalty through the lens of dynamic markets, I included several
EV-relevant industry and customer characteristics as moderators on the relationship between
customer satisfaction and relative attitude. The inclusion is based on the previously introduced
findings of numerous authors that the effect of customer satisfaction on loyalty varies across
industries, depending on industry and customer characteristics (see chapter 3.2). To illustrate
the moderating effect, we can assume a market situation which is characterized by low
competition and a customer with a low degree of innovativeness. Under these conditions, a
customer who is moderately satisfied with a previous electric car would be more inclined to
have a more positive relative attitude than under the opposite conditions. Consequently, he
would tend to stay with his current provider. The example shows that the impact of EV
satisfaction about a specific brand on relative attitude is dependent on the industry conditions
and customer characteristics of the EV market. In this context, the work of Ou, Verhoef and
Wiesel is particularly important, as they are one of the few to explicitly integrate such
characteristics as influencing factors of loyalty in their framework (2017, p. 341).

Finally, I incorporated the loyalty relationship by Dick and Basu in the framework,
because of its significance in the literature. Furthermore, the distinction by the authors between
attitudinal and behavioral loyalty as well as the moderating variables social norms and
situational influences allow for a holistic view of customer loyalty through the framework.

Most of the proposed processes and effects of the framework have already been
introduced in previous chapters. In the following, however, I will explain the antecedents and
moderating variables of the framework by applying it to an EV-context. Although there is

almost no research on customer loyalty for electric vehicles due to the recent development of
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the EV market, many of the findings from EV adoption can be applied to EV loyalty. Still, I
have to set up EV-specific hypotheses:

H1: The positive correlation between consumer value dimensions on customer satisfaction also
applies to consumers of BEVs.

H2: The proposed industry- and customer characteristics have a moderating role on the
relationship between customer satisfaction and relative attitude in a BEV context.

H3: The loyalty relationship between relative attitude and repeat patronage, moderated by
social norms and situational influences, also applies to consumers of BEVs.

H4: The consequences of the loyalty relationship also apply to consumers of BEVs.

4.2. Influencing Factors of Customer Loyalty in the EV Market

4.2.1. Antecedents of customer satisfaction: functional value. 1 already noted in chapter 2.2.3
that consumer value cannot be assessed objectively by the provider but varies depending on the
perception of each individual consumer. Functional value, as one of the three consumer value
dimensions, is referred to as “the practical or technical benefits consumers can obtain by using
a product or service” (Hur, Kim, and Park 2013, p. 148). In the context of EVs, in particular
price, driving range and eco-friendliness may play a role in the (re-) purchasing decision of
consumers.

The prices of BEVs and their effect on customer satisfaction and loyalty must be viewed
in a differentiated way. On the one hand, BEVs have typically a higher purchasing price than
ICEs (Lietal. 2021, p. 1), mainly due to high battery costs. In the context of adoption, literature
suggests that the purchasing price is negatively correlated with consumer EV adoption (Rehman
et al. 2024, p. 9). On the other hand, BEVs have typically lower operating costs due to
significantly lower maintenance and potentially lower recharging costs (Parthasarathy and

Lassar 2023, pp. 553-54). Consequently, BEVs can have a cost advantage in the long term. In
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this context, the authors Kwon, Son and Jang find, based on surveys of 160 BEV owners in
South Korea, that the intention for operational cost-saving is the most influential driver of BEV
user satisfaction (2020, p. 9). It is important to note that electricity costs vary greatly from
country to country, which could impact this long term financial advantage.

Besides the high upfront costs for EVs, another disadvantage is the limited driving range
and charging ability of BEVs, which is closely related to user satisfaction (Kwon, Son, and Jang
2020, pp. 9-10). Once again, EV-satisfaction depends on the respective country and region, as
the charging infrastructure is still very differently developed (Li et al. 2021, p. 3). Furthermore,
technological advances, such as high-capacity batteries or fast chargers, are likely to
increasingly offset the range and charging disadvantage in the future, thereby increasing
customer satisfaction and loyalty (Kwon, Son, and Jang 2020, p. 10). Also in the context of
adopting EVs, consumers’ “range anxiety” significantly increases the perceived risk of
purchasing an EV (Zang, Qian, and Jiang 2022, pp. 12—-13).

Degirmenci and Breitner find that environmental performance is even more important
than price and range confidence in driving positive first-time purchase intentions (2017, p. 8).
Environmental performance refers to the degree to which the EV contributes towards
sustainability goals such as significantly reducing pollution or conserving natural resources.
However, a Japanese study on EV owners suggests that environmental awareness has only an
indirect effect on post-purchase satisfaction (Okada, Tamaki, and Managi 2019, p. 503).
Moreover, I want to highlight a very recent study of Parthasarathy and Lassar, which has
particularly interesting findings. The authors find evidence that both continuers (EV adopters
who didn’t switch back to ICEs) and disadopters (EV adopters who switched back to ICEs)
bought their EVs primarily for environmental reasons. Also, continuers and disadopters were
both satisfied with the environmental performance of their EVs post-adoption. This implies that

disadopters switch back because of other reasons than environmental performance. According
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to the authors, the reasons are “low satisfaction with the financial realities of owning an EV and
disappointment with its performance/functional characteristics” (Parthasarathy and Lassar
2023, p. 566).

4.2.2. Antecedents of customer satisfaction: hedonic value. Besides the functional benefits of
an EV, also the consumers’ emotional and psychological needs are an important factor for
determining customer satisfaction and consequently customer loyalty (Hur, Kim, and Park
2013, p. 153). This emotional state of consumers refers to the experience with the product, for
example positive feelings such as driving pleasure or excitement when using the EV. Also,
environmentally conscious consumers in particular can feel morally good while driving an EV
since they don’t produce direct CO2 emissions when driving (Hur, Kim, and Park 2013, p. 148).
4.2.3. Antecedents of customer satisfaction: Social value. The last dimension of customer value
is social value, which is obtained when customers feel connected to others, for example to other
EV consumers or environmental groups (Hur, Kim, and Park 2013, p. 148). According to the
authors, positive social value should significantly increase satisfaction of EV-customers and
therefore increase customer loyalty. Esteem-needs, one step of Maslow’s well-cited hierarchy
of needs, are correlated to social value and have found resonance by some authors in the context
of EV adoption (Cui et al. 2021, pp. 3—4, 6; Rehman et al. 2024, p. 1). Accordingly, self-esteem
has a positive impact on consumers’ EV purchase satisfaction if they feel positively affirmed
and more respected by others as a result of the purchase.

4.2.4. Moderating effect of industry characteristics. In terms of industry characteristics, I
included the degree of competition, innovation, the availability of substitutes and government
policies into the EV-loyalty framework. As already explained in chapter 3.2, high competition
tends to increase customer satisfaction but decreases customer loyalty. In general, the (US)
automotive industry is very competitive due to shortened development cycles and fast changing

consumer preferences such as the preference for zero-emission vehicles (Talay, Calantone, and
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Voorhees 2014, p. 61). Automakers are now engaged into an “arms race” and have shifted their
efficiency-driven manufacturing strategy towards product development and innovation (Talay,
Calantone, and Voorhees 2014, pp. 61-62). As a result of this high degree of innovation and
competition, customers are being offered an ever wider range of EVs at increasingly affordable
prices. This means that despite a relatively high level of customer satisfaction with their current
EV, customers may receive a better offer from an alternative EV provider and therefore switch
to them. Therefore, I propose the following hypotheses for the framework:

H2a: Competition has a negative moderating effect on the relationship between BEV
satisfaction and relative attitude.

H2b: Innovation has a negative moderating effect on the relationship between BEV satisfaction
and relative attitude.

In addition to switching the brand, consumers have also the choice to disadopt BEVs,
meaning that they switch the vehicle type. For example, they can switch to substitutes such as
ICEs, hydrogen vehicles or can abandon a personal vehicle and use public transportation
(Parthasarathy and Lassar 2023, p. 550). If many of these substitutes are available and they are
an adequate option to consumers, I suspect that the likelihood of consumer switching is higher.
Therefore, I suggest:

H2c: Substitutes have a negative moderating effect on the relationship between BEV
satisfaction and relative attitude.

Government policies are a relatively well-researched topic in the context of EV adoption
(Hasan 2021, p. 3; Figenbaum, Assum, and Kolbenstvedt 2015, p. 29; Higueras-Castillo et al.
2019, p. 389). Since policy-makers generally want to promote the diffusion process of EVs
because of their positive social outcome, they are usually designed to increase adoption and EV
loyalty (Hasan 2021, p. 1). Norway, for example, has the highest diffusion of EVs worldwide

partially due to their aggressive incentive policies such as subsidies (Li et al. 2021, p. 2). In
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general, the literature distinguishes between financial (e.g. subsidies) and non-financial
incentives (e.g. “right to use bus lanes”) (Hasan 2021, p. 3). Apart from incentives, governments
can probably also actively influence customer loyalty to EVs with restrictive regulations, such
as a ban on ICEs. Rehman et al. find support that financial and non-financial incentives
positively moderate between satisfaction towards BEVs and adoption for BEVs (2024, p. 10).
However, extant literature provides mixed results here (Hasan 2021, p. 3). Therefore, a further
hypothesis is needed:

H2d: EV-enhancing government policies such as financial and non-financial incentives have a
positive moderating effect on the relationship between BEV satisfaction and relative attitude.
4.2.5. Moderating effect of customer characteristics. Regarding customer characteristics, I
included the already introduced concepts of customer innovativeness, customer aggressiveness
and perceived switching costs into the EV-loyalty framework. In contrast to conventional cars,
consumers may perceive higher uncertainty when purchasing EVs, because they are so-called
“really new products” (Hoeffler 2003, p. 406). However, customer innovativeness could offset
this effect and could reduce the risk aversion of customers. Accordingly, customers with a high
degree of innovativeness would be more likely to try out new models and/or providers. A recent
study in China, which found significant correlation between openness to experience and EV
purchase motivation, supports this assumption (Cui et al. 2021, pp. 4, 6). Highly similar to
customer innovativeness is customer “technophilia”, which is the degree to which customers
are attracted to technology (Rehman et al. 2024, p. 3). Researchers have shown a direct link
between technophilia and EV adoption (Rehman et al. 2024, p. 7). In addition to innovativeness,
customers with a high degree of aggressiveness should tend to react more strongly to
competitive offers due to the lack of closeness to their provider (see 3.2.6). Lastly, perceived
switching costs should significantly increase customer loyalty. Since the EV market can be

characterized by high provider heterogeneity and product complexity, it can be assumed that
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customers perceive relatively high switching costs (see 3.2.7). EV switching could be
accompanied by financial switching costs such as investments in new charging stations,
procedural switching costs due to loss of time and effort (e.g. driving behavior or brand-specific
software settings) and relational switching costs such as emotional discomfort (e.g. loss of
relationship with firm). Unfortunately, I couldn’t find any literature on switching costs for EVs.
In context of the included customer characteristics, I hypothesize:

H2e: Customer innovativeness has a negative moderating effect on the relationship between
BEV satisfaction and relative attitude.

H2f: Customer aggressiveness has a negative moderating effect on the relationship between
BEYV satisfaction and relative attitude.

H2g: Perceived switching costs have a positive moderating effect on the relationship between
BEV satisfaction and relative attitude.

4.2.6. Moderators of the loyalty relationship: social norm and situational influences. In
addition to the described antecedents and proposed industry and customer characteristics, I have
inserted the loyalty relationship between relative attitude and repeat patronage, moderated by
subjective norms and situational influences (see 2.2). Studies have found that social norms,
such as the expectations of friends or family, can change consumers opinions about EV
adoption (Rehman et al. 2024, pp. 3, 7; Zhang, Yu, and Zou 2011, p. 7023). This can be also
applied to customer loyalty. For instance, a consumer who is dissatisfied with EVs and thus has
a negative attitude may remain loyal because he or she fears the negative judgement of others.
Furthermore, situational influences such as stock-outs of preferred EV models can lead to an
inconsistency in the developed relative attitude and actual repurchasing behavior.

4.2.7. Consequences. Finally, I also included the consequences of the relationship (see chapter
2.2) into the EV loyalty framework. Even though there are few findings from the EV literature,

a positive effect of BEV customer satisfaction on their intention to recommend BEVs to others
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was found (Kwon, Son, and Jang 2020, p. 9). Furthermore, the authors Hur, Kim and park find
that customer satisfaction with HBEV's reduces price consciousness (2013, pp. 149, 153). This
implies that loyal EV customers are less price sensitive and less easily persuaded by
promotional offers from competitors.

In summary, consumer value dimensions should determine the degree of customer
satisfaction of each customer and can therefore only be determined individually. Most of the
proposed hypotheses suggest that customer loyalty tends to be reduced by industry and
customer characteristics of the EV market. Therefore, I assume that customers in the EV market
tend to be less loyal than in other markets. Furthermore, based on our findings from the previous

chapter, I assume that customer loyalty varies greatly in the dynamic EV market.

5 Discussion

5.1. Key Findings

In this paper, relevant literature on customer loyalty is combined with research on dynamic
markets and EV-specific literature. In doing so, several findings are presented. First, customer
loyalty varies widely across markets. Loyalty seems to depend on specific market
characteristics such as competition or government policies, but also on customer characteristics
such as innovativeness or perceived switching costs. Second, with respect to dynamic markets,
it can be stated that customer loyalty is more variable and probably tends to be lower than in
other markets due to the characteristics mentioned above. The developed hypotheses suggest
that this also applies to the EV market. Finally, main drivers of EV satisfaction were explained,
such as operational cost savings or environmental performance. Literature points out that while
environmental performance is the biggest driver of EV adoption, the biggest post-purchase

satisfaction driver is the operational cost saving potential of EVs.
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5.2. Managerial Implications

Based on the findings, important implications for practitioners can be derived. In general,
companies in dynamic markets such as the EV market need to be aware of greater variations in
customer loyalty and increased consumer switching. Loyalty can be stabilized and increased by
identifying and enhancing effective satisfaction drivers in the respective markets. In addition,
switching costs can be increased to make it more difficult for customers to switch providers. In
an EV-specific loyalty context, firms should particularly ensure customer satisfaction with the
operational cost savings of EVs, among other satisfaction drivers, to prevent customers from
disadopting. This could be achieved by increasing the efficiency of EV propulsion (e.g. battery
technology), reducing maintenance requirements, improving charging infrastructure, or

providing low-cost electricity from renewable sources.

5.3. Future Research

This paper identifies several gaps in the literature that can be filled by future research. Customer
loyalty itself is one of the most researched topics in marketing, but the impact of market
conditions such as competition or the degree of government policies on loyalty is still largely
unexplored. Therefore, it is difficult to identify the reasons behind differences in customer
loyalty across markets. Furthermore, due to the recent development of the EV market, there is
almost no research on customer loyalty in an EV context (e.g. on EV switching costs). The
framework presented can serve as a basis for further research on EV loyalty, as the hypotheses
put forward need to be tested empirically. In addition, the framework can be applied to and
tested in other dynamic markets, as the general industry and customer characteristics presented

are well suited to explain loyalty influences in different markets.
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