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Abstract

The customer loyalty is considered to be the core concept that leads a company to the long-term success. Loyal customers are apt to increase purchasing frequency, pay more for a product or service and normally become referrals of a company. As a consequence, most companies attempt to find out how to induce the customer willingness to remain with the same company for a long time.

The car industry is one of the main fields where loyalty plays a crucial role, because buying a vehicle is usually a solid investment done by a customer. If he decides to choose the other brand, the company will lose a client for the next few years. Therefore, the customer loyalty is one of the main goals in the car industry.

The purpose of the thesis is to investigate whether the customer perceptions of the brand image, country of origin, product value, product styling, product costs and switching barriers influence their loyalty to a particular car brand. In addition, the impact of customer satisfaction on loyalty will be tested, too.

The results of the survey reveal that the brand image and car related costs are the main factors that influence customer satisfaction. Moreover, it has been revealed that satisfaction has a positive effect on customer loyalty. Finally, the positive impact of the brand image on loyalty has been disclosed as well. 

1 Introduction
Nowadays most business players regard the concept of customer loyalty as a noteworthy one because this is the way that leads a company to success. Instead of focusing on search of new customers the industry tries to retain the existing ones by promoting customer loyalty (Kim, Park & Jeong, 2004). In order to motivate a customer not to defect to a competitor the companies have to know the factors that mostly affect customer’s repeated buying intention. 
I decided to investigate this topic for many reasons. First of all, there is a strong connection between loyalty and profitability of the company. Retaining the existing customer costs the company nearly 6 times less than looking for a new one. In addition, the company profit may be increased from 30 to 85 per cent by reducing the customer defection only by 5 per cent. (Galbreath, 2000). 

The success in the car industry is particularly connected with the customer loyalty. In economically advanced countries, a typical customer purchases a new vehicle every 5 years. Therefore, infrequent customer contacts with car dealers face high sales volumes. If a customer decides to defect to a competitor, the company will lose him for the next few years. As a result, every contact with a customer becomes extremely important for the company. (Heidelberg and Kodak, 2003). 

The purpose of the thesis is to test different factors that may influence the loyalty of car owners on a brand. The factors that will be analyzed are Brand Image, Country of Origin, Product Styling, Value, Costs, Switching Barriers and Satisfaction. In fact, I propose the following research question: „What factors influence customer car brand loyalty? “.
From my point of view, the results of the study will provide important information for car dealers. They will show what really induces customers to become loyal to a certain car brand. By knowing what drives loyalty the companies can successfully meet their customers’ demands. Yet, as Gould (1995) states: „exceeding customers’ expectations does not mean exceeding them on every dimension – you have to be selective about what is important to the customer“. 
1.1 Thesis Outline
The body of my thesis is structured as follows: Chapter 2 reviews the literature concerning the topic presented. Next, the loyalty concept and benefits of keeping loyal customers are being discussed. Here I also give a brief explanation of the factors that might affect the car owners’ loyalty, which leads me to develop certain hypotheses. A conceptual model of them has been designed additionally. In Chapter 3 I discuss the research methodology that includes measurement dependent and independent variables, data collection and analysis. Afterwards I report the factor analysis, reliability test and regression analysis. In Chapter 4 the major findings of my investigation have been presented. Finally, in Chapter 5 I draw conclusions and present some managerial implications. The limitations and suggestions for the further research are being discussed in this chapter as well.

2  Theoretical Background

In Chapter 2 I discuss the literature concerning the topic presented. Further, I provide the review of loyalty concept and benefits of keeping loyal customers. Here, a brief explanation of the factors that might affect the car owners‘ loyalty is being presented as well. According to it I develop certain hypotheses and design a conceptual model of them.   

2.1  Literature Review
There is an extensive bulk of literature that examines the determinants affecting the customer loyalty to a car brand. The existing literature suggests certain automobile related factors that customer usually evaluates before making the final purchasing decision. Different factors that car owners care about have been analyzed at various times ant for various purposes. Johansson and Thorelli (1985) analyzed 12 attributes in order to find out the reason of low ratings of the American cars. Bayus (1991) tested automobile purchase attributes to gain a better understanding of the timing of consumer durable goods replacement purchases. Häubl (1996) intended to examine the effects of country of origin and the brand name on consumer’s evaluations of a new car. Whereas Sherman and Hoffer (1971) investigated the effect of the vehicle style change on the market share in high and low price fields. Hoffer and Reilly (1984) also tested the impact of the styling change. However, their main purpose was to determine whether it makes a major impact on general demand for cars, on automotive submarkets, and on several companies.

The factors influencing customer loyalty, not necessarily a car brand loyalty, have been discussed by many scholars. The customer satisfaction will be one of the factors analyzed in this study. The literature presents two opinions concerning satisfaction. Anderson and Sullivan (1993), Boulding et al. (1993) argue that it leads to loyalty. Whereas Galbreath (2002) does not agree with them. He argues that customer satisfaction does not necessarily end up with loyalty. The brand image is also one of the popular topics being analyzed among marketers. Martensen, Gronholt & Kristensen (2000) and Selnes (1993) conclude that it has a certain impact on customer satisfaction and loyalty. Martensen and his colleagues (2000) have proved it by analyzing such industries as fixed net, mobile, banks and supermarkets. Further, the product value has also been suggested as a factor that induces customer willingness to repeat purchasing of the product (Cronin, Brady & Hult, 2000; Ulaga and Chacour, 2001; Sweeney and Soutar, 2001). Additionally, the country of origin was found to be an important indicator. Customers tend to be of more favourable attitude towards one country over the other (Johansson and Thorelli, 1985; Kim, 1995). Some scholars have analyzed the switching barriers as a factor that motivates customers not to defect a company. (Kim, Park & Jeong, 2004; Colgate and Lang, 2001; Jones, Mothersbaugh & Beatty, 2000; Lee and Cunningham, 2001). In addition to the factors mentioned above, the product styling and product costs will be tested in the survey. The research concerning car styling has revealed that it affects the market share (Sherman and Hoffer, 1971) and the change of it leads to the increase in sales (Hoffer and Reilly, 1984). 

2.2 Customer Loyalty

The concept of loyalty has been analyzed in many studies and there are a lot of various definitions regarding it. Typically, the loyalty towards the certain brand is based on the indicators exposed by the consumer. The information used mostly is the one that presents how many times and how frequently a customer buys a certain brand (Sheth, 1968). According to Andreassen and Lindestad (1998) the intended behaviour which is linked with a company or service is externalized by the customer loyalty. It can be expressed by such indicators as how likely it is that the customer extends the service agreement or the likelihood of spreading a positive word-of-mouth information. McIllroy and Barnett (2000) define a loyal customer as a person who is committed to have business relationships with a certain company, repeats purchases of goods and services and finally gives recommendations to friends and relatives about products or services of this company. Whereas in the article of Shoemaker and Lewis (1999) the following description of loyalty is provided: „...loyalty occurs when the customer feels so strongly that you can best meet his o her relevant needs that your competition is virtually excluded from the consideration set and the customer buys almost exclusively from you – referring to you as „their restaurant“ or „their hotel“. A loyal customer can be characterized as an unpaid advocate of a certain company, because he does not only use its products or services, but also tells the others how deep he is satisfied with this company (Gould, 1995). 

As can be seen, all these definitions of the customer loyalty are very similar and complement each other. Therefore, the thesis will be supported by the concept according to which, the loyalty is expressed by two components: “favourable attitude toward the service and the intention to repurchase the service“ (Kim, Park & Jeong, 2004).

2.3  Benefits of Loyalty

Nowadays the business players change their strategy from searching new customers towards retaining the existing ones (Kim, Park & Jeong, 2004). Companies shift their strategic objectives in this manner, because the customer loyalty generates positive financial results and consequently leads to the long-term success. Therefore, the benefits of keeping loyal customers are the following:

· Cost saving – loyal customers can save costs in two ways. First of all, you do not need to acquire so many new customers as if the retention rate would be low (Gould, 1995). To retain the existing customers it costs nearly 6 times less than to find new ones (Galbreath, 2002; Rosenberg and Cziepel, 1984). As a result, you save money that had to be spent on the lost customers. Secondly, loyal customers are apt to become referrals (Duffy, 2003). They will recommend purchasing the products or services to friends or neighbours. It is obvious that the positive word-of-mouth information is one of the most powerful ways to convince a customer to choose a certain brand (Selnes, 1993). The recommendation of a good friend is worth a lot, because people will show the doorstep of a certain company to acquaintances, who have similar wants and needs (Galbreath, 2002). As a consequence, company might save an impressive amount of money that otherwise had to be spent on marketing. 

·  Reduction in price sensitivity – a long standing customer may spend more money on the same product or brand than a new one, because he already knows about the unique value he will get. (Chaudhuri and Holbrook, 2001; Galbreath, 2002). Even if a competitor offers a cheaper product or service a loyal customer is often willing to pay more for the product or service he already knows and trusts (McIllroy and Barnett, 2000).

· Purchase a greater variety - it is more likely that a loyal customer is more prone to purchase various products or services of the same brand than a new one. As a result, the company earns profits. (Gould, 1995)

· Complaints – Duffy (2003) argues that a complaint is rather a benefit than a drawback. According to him, many loyal customers care about the company. In case of a problem they try to fix it by complaining instead of defecting. Consequently, if the company solves the problem effectively, it can lead to even stronger relationship with a customer (Gould, 1995).

2.4  Factors Influencing Customer Loyalty
If a company wants to get more loyal customers, it has to go beyond their expectations. If the customer is not provided the special service he is looking for, he will quietly defect and accept an offer from the competitor that will satisfy his needs. Moreover, the customer will spread the negative word-of-mouth information about his bad experience with the company that did not exceed his expectations. However, it does not mean that the company must be perfect in every aspect – it has to discover what factors are important to its customer (Gould, 1995).

Figure 1 presents a conceptual model of the hypotheses developed in section 2.4. 
FIGURE 1

Conceptual Model
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2.4.1  Satisfaction

The customer satisfaction is a bridge that connects a purchase and consumption with a postpurchase behaviour that is typically expressed by the attitude change, the repeat purchase and brand loyalty. The reason why the customer satisfaction is the core of the marketing concept is that it leads to the positive financial results, namely, profits (Churchill and Surprenant, 1982).

Olsen (2002) provides the definition of Oliver according to which, satisfaction is “the consumer’s fulfilment response, the degree to which the level of fulfilment is pleasant or unpleasant“. Generally, satisfaction can be defined as a consequence of purchase. It occurs when a buyer compares the rewards and expenses he experienced in relation with the presumed outcome. It is believed that there is a similarity between the satisfaction and the general attitude, since it can be manifested as the total amount of satisfactions with different attributes of the product or service (Churchill and Surprenant, 1982). On the other hand, LaTour and Peat (1979) see some critical distinction between the satisfaction and attitude concepts. According to them, the major difference is the following: the attitude is a predecision derivative, whereas the satisfaction is a postdecision outcome. 

The satisfaction is composed of two concepts. The first concept presents transaction-specific outlook. From this point of view, the customer satisfaction is defined as a postpurchase evaluation of a certain buying case (Oliver, 1977, 1980). Whereas the second concept is called the cumulative customer satisfaction that refers to an overall judgement about the whole purchase and consumption experience with a product or service over time. (Fornell, 1992; Johnson and Fornell, 1991). As it can be seen from definitions mentioned above, the transaction-specific satisfaction presents the information concerning a certain product or service. In contrast, the cumulative customer satisfaction is based on all the experiences with a product or service provider. (Anderson, Fornell & Lehmann, 1994).

One set of literature promotes the idea that there is a relationship between the satisfaction and loyalty. Many scholars insist that the satisfied customers are more likely to stay with their service or product providers. (Anderson and Sullivan 1993; Boulding et al., 1993). Fornell (1992) found strong correlations between the satisfaction and loyalty in his survey of more than 30 different businesses. Cronin and Taylor (1992) found strong correlations between the customer satisfaction and loyalty in the businesses such as fast food and dry cleaning services. However, the other researchers do not agree with this opinion. It is claimed that a satisfied customer may not necessarily become a loyal one. For example, in appliance industry more than 90 per cent of the customers are satisfied, whereas only nearly 50 per cent of them stay loyal with the same company (Galbreath, 2002). Therefore, satisfaction not always leads to loyalty.   

To clarify my point of view I will support suggestion of the scholars who insist that there is relationship between the satisfaction and loyalty. Thus, I propose the following:

H1: Satisfaction has a positive effect on loyalty.

2.4.2  Brand Image 

The brand image is one of the determinants that makes a positive impact on customer’s decision to stay loyal with a certain brand. According to Biel (1992), the brand image can be described as every consumer’s association connected to the brand name. Take Volvo as an example, which is associated with safety. In addition to this, the brand image can also be linked to customer’s amassment of purchasing experience. The customers’ positive attitude towards the company increases in the long run, if they are satisfied with the services provided. As a consequence, such customers are more likely to recommend a product or service to others. It means that the brand image is a factor that may or may not influence customer loyalty (Andreassen and Lindestad, 1998). Moreover, the research made by Martensen, Gronholt & Kristensen (2000) reveals the similar results. He and his colleagues conclude that the brand image has the greatest impact on customer satisfaction and loyalty within such industries as fixed net, mobile, banks and supermarkets. Selnes (1993) also agrees that the customer loyalty is expected to be affected by the brand reputation. Thus:

H2: Perfect brand image has a positive effect on loyalty.

H3: Perfect brand image has a positive effect on satisfaction.

2.4.3  Country of Origin

Customers create various associations not only about the brand names. A country name can lead to the same effect. The associations related to a country name affect the customer’s attitude towards products that come from a certain country. Typically, products originated from an industrialized country tend to have a better reputation in comparison with products that come from a developing country (Hooley and Shipley, 1988).  Han (1989) states that when customers have no information about the product, the country image may positively affect their evaluation of it and consequently influence their attitudes. However, if customers are aware of products, the country image may be used by them as a factor that summarizes the product’s – specific beliefs and directly influences their attitude towards the whole brand. Shimp, Samiee & Madden (1993) suggest that if customers value the product more or less positively, the country tends to have a positive or negative country equity. However, this tendency does not apply in case when customers would have to judge a product without the country name. 

Vehicle buyers have often expressed their more positive attitude towards a Japanese car over a US vehicle (Kim, 1995). It seems that customers are apt to prefer one country over the other (Johansson and Thorelli, 1985). As a result, the country name can also create an image and value as well as the brand name (Kim, 1995). 

Therefore, the customer satisfaction with a product that comes from a more favourable country increases. Consequently, it may lead to the customer’s intention to repurchase. Based on the above statements I propose the following hypothesis:

H4: High reputation of the country of origin has a positive effect on satisfaction.
2.4.4  Product Value

The perceived value is obviously a very important factor that motivates a customer to buy a product. According to one set of literature, the perceived value leads to the customer satisfaction and consequently to the loyalty. (Cronin, Brady & Hult, 2000; Ulaga and Chacour, 2001). These suggestions were also supported by Sweeney and Soutar (2001). When the product value is considered by a customer to be high, he is willing to purchase and recommend this product to others.  

Zeithaml (1988) defines the perceived value as a “consumer’s overall assessment of the utility of a product (or service) based on perceptions of what is received and what is given.” Usually two components are mentioned in the definition of the perceived value. These are quality and price. (Cravens, Holland & Moncrieff, 1988). However, the other authors claim that measuring the value as a ratio of quality and price is too narrow an approach (Bolton & Drew, 1991). In addition to price and quality, some other value determinants are needed in order to learn how customers judge the products and services. There is no doubt that various value components depend on the customer decision level. Finally, the product or service type should be also considered (Sweeney and Soutar, 2001).
Sweeney and Soutar study (2001) reveals that consumers evaluate products not only in terms of functional but also social and emotional aspects. They argue that the multiple level dimensions are the better interpreters of consumer purchasing decision than a value-for-money concept (see Table 1).

TABLE 1

Value Dimensions
	Emotional value
	the utility derived from the feelings or affective states that a product generates



	Social value (enhancement of social self-concept)


	the utility derived from the product’s ability

to enhance social self-concept

	Functional value (price/value for money)


	the utility derived from the product due to

the reduction of its perceived short term and

longer term costs



	Functional value (performance/ quality)


	the utility derived from the perceived quality

and expected performance of the product



(source: Sweeney, Jilian C. and Geoffrey N. Soutar “Consumer Perceived Value: The Development of a Multiple Item Scale” (2001), Journal of Retailing, 77,  203-220) 

As was mentioned above, the perceived value is usually linked to the product quality. Nowadays a customer may have difficulties to see major differences between one company’s products and services and the other’s. The customer’s focus has shifted, because now not quantity but quality plays a more important role in his final purchase decision (Kandampully, 1997). Therefore, the product quality is also the driver of the customer buying retentions. However, it is not always the crucial one, because the importance of the product quality depends on the industry. If it is food, soft drinks or Internet industry, then the product itself may influence the customer loyalty and the service plays only a minor role, because the customer can easily evaluate the product himself. Whereas if there is an intensive competition or many suppliers are offering the same product or service, then the image comes to be the major driver. (Martensen, Gronholt & Kristensen, 2000).

In the survey the product value will be based on the car owners’ perceptions which include not only quality, but also durability and performance of a car (Bayus, 1991).

Based on previous research I develop the following hypothesis:

H5: High product value has a positive effect on satisfaction.
2.4.5  Product Styling

The style plays the role of a hallmark of the consumer markets. Sherman and Hoffer (1971) examined the car industry and concluded that the style change affects the market share. Hoffer and Reilly (1984) also analyzed the same topic in the similar context and found that the major style change leads to the increase in car sales. 

There is no precise definition that explains what “style” really means. It can take many forms that depend on the field. Generally, the word “style” illustrates various features of a wide range of subjects. Formal elements and stylistic features are two components of the style. It is important to clarify that the stylistic features represent our feelings we use to describe the product. Whereas the formal elements are all physical properties that we can see, for example the form. (Chen, 1997). 

There is no doubt that the physical form, or in the other words the design of the product attracts the customers’ attention and adds a unique value to the product (Bloch, 1995). The same article provides the survey results that reveal the following: 60 per cent of customers consider the design as the most important factor of a new product performance, whereas only 17 per cent of the respondents choose the price as the most crucial one in comparison with other determinants. When a customer has to make a decision between two products that are equal in function and price, he selects a more attractive one (Kotler and Rath, 1984).

There are many reasons why the product design plays such an important role in its success (Bloch, 1995). First of all, an attractively styled product draws the consumer’s attention. (Bercovitz, 1987). For example, a uniquely shaped Ford Taurus of 1986 reached the highest sales among the other passenger cars (Goodrich, 1994). Secondly, Bloch (1995) alludes to the idea of Nussbaum (1993) that a product design can be used as a communicating tool. One of the examples is the Dodge Ram pickup launched in 1994. Its front end recalled the cab an 18-wheeler in order to drop a hint about the power and strength of the vehicle (Bloch, 1995). Thirdly, the physical form of the product makes an impact on customer’s daily life, because it may add more pleasure to it. (Bloch, 1995). Finally, the product design can stand for durability. Bloch (1995) explains it in this way: “Although many goods are quickly discarded, the aesthetic characteristics of more durable products can have an impact for years on users and non-users alike as products become part of the sensory environment, for good or bad”.
As a result, the physical form or design of the product matters as much as the other factors in the customer purchasing decision. 

As I will analyze the car styling, in addition to attractive style, such components as the fun driving a vehicle, and prestige will be also included into the product style concept (Bayus, 1991). Therefore:

H6: Attractive product styling has a positive effect on satisfaction.
2.4.6  Product Costs

Cost-related product attributes usually depend on the product type. However, no matter what kind of a product or service the customer buys, he has to pay for it. Therefore, the price is one of the important drivers that can manipulate the customer’s buying retentions. Keaveney (1995) found out in her study that pricing is one of the main reasons why customers are switching their service providers (Bolton, Kannan and Bramlett 2000). The customers who find the price attractive are more likely to become loyal (Gould, 1995).  

A certain set of literature argues that the price has such a vital impact on customer satisfaction, because for a long time it has been acknowledged that the customer satisfaction is based on the value which can be expressed as a ratio of the perceived quality relative to the price or benefits received relative to the costs incurred. (Anderson, Fornell and Lemann, 1994)

It is worth to mention that in the thesis I will support the product costs suggested by Bayus (1991), because he had examined the car related attributes, too. In addition to the price, car owners evaluate the fuel economy and car maintenance as the important components that build the vehicle costs. Thus:

H7: High product costs have a negative effect on satisfaction.

2.4.7  Switching Barriers
The switching barrier can be defined as a financial, social and psychological burden that a customer may experience when switching to a new company, or the difficulty that a customer may face when changing the company to another one. (Fornell, 1992) The switching barrier is positively related to the customer’s intention not to defect the already chosen company. The more difficult it is for the customer to change the service provider, the more likely he is to stay with the familiar service (Kim, Park & Jeong, 2004). 

Jones, Mothersbaugh & Beatty (2000) and Kim, Park & Jeong (2004) examine some components of the switching barriers such as the attractiveness of alternatives, perceived switching costs and interpersonal relationships. 

The attractiveness of alternatives refers to customer’s expectations about the superior brand image, a higher service quality of the competitor in comparison with the same determinants of the current service provider (Kim, Park & Jeong 2004). The attractiveness of alternatives has strong ties with the service differentiation. If a company provides a service different from its competitors, or if the market consists only of few competitors offering the same service, it is more likely that customers will not defect the existing company (Bendapudi & Berry, 1997). Therefore, if a customer does not find appropriate alternative, the probability of his staying with the current service provider increases (Farrell and Rusbult, 1981; Ping, 1993).

The switching costs can be expressed by costs that occur when a customer changes a service carrier. These include time that has to be spent, money that has to be paid, or the effort that has to be made by the customer in order to switch to a new service provider. Sometimes customers have not only to search a lot, but also learn about a new company. Consequently, the higher the switching cost, the lower the probability that the customer will switch to a competitor (Jones, Mothersbaugh and Beatty, 2000).

The interpersonal relationship can be defined as a psychological and social relations based on care, trust, intimacy and communication (Kim, Park & Jeong, 2004). If a service provider often communicates with a customer, it can lead to a long term relationship. Besides, not only the companies are interested in strong ties. Many customers are willing to keep relations with a company in order to receive a real value and comfort (Gwinner, Gremler & Bitner, 1998). As a result, an increase in the strength of the relationship leads to a rise in the repurchase intentions (Jones, Mothersbaugh & Betty, 2000).

Besides  the switching barriers‘ positive impact on loyalty, Jones, Mothersbaugh & Betty (2000) suggest that barriers which the customer faces with a current service provider  moderate the effect of the satisfaction on the intention to repurchase. The results in Jones, Mothersbaugh & Betty (2000) and  Kim, Park & Jeong, (2004) reveal that though the level of the satisfaction is low, switching barriers affect the customer‘s intention to repurchase, or in other words, intention not to defect.  Thus:

H8: Stressful switching barriers have a positive effect on loyalty.
H9: Switching barriers have a positively moderating effect on the relationship between satisfaction and loyalty.
3  Research Method

This chapter represents the explanation of how the research has been carried out. First, I will briefly clarify the measurements of all the variables used in my survey and mention the sources these measurements were adopted from. In the second part of this chapter the information on data collection is presented. 
3.1  Measures
The questions, specifically designed for my survey, were originally drafted in English and translated into Lithuanian. Statements were generated from the earlier research and were measured in a 5- point scale from “totally disagree” to “totally agree”.

3.1.1  Measurement  Dependent Variables

Two dependent variables I used in my study are “Satisfaction” and “Loyalty”.  Kim, Park & Jeong (2004), Andreassen and Lindestad (1998) ask customers about the overall satisfaction. Whereas Cronin, Brady and Hult (2000) interpret satisfaction as a wise choice and right thing of purchasing a service. Therefore, to measure satisfaction I combined items of Kim, Park and Jeong (2004), Andreassen and Lindestad (1998) and Cronin, Brady and Hult (2000). The second dependent variable, that is loyalty, is usually measured by asking the customers about their willingness to recommend a product or service to the others and their intention to buy it once again (Cronin, Brady and Hult, 2000; Andreassen and Lindestad, 1998). As a result, statements analyzing loyalty were based on the customer intentions mentioned above.

3.1.2 Measurement Independent Variables

Although they were not of a primary interest in the survey, I included in the model control variables that are the following: age, income (per month), gender and education. Afterwards all the statements measuring independent variables were presented. “Product Value” items were derived from Sweeney and Soutar (2001) and Bayus (1991). It was measured by asking the customers about the car quality, durability and its overall performance. Statements concerning “Product Styling” were designed in accordance with Bayus (1991) who suggests that the fun to drive, exterior styling and prestige are among the main constructs of the product styling. Items describing “Product Costs” were collected from Sweeney and Soutar (2001), Bayus (1991), Parameswaran and Yaprak (1987). In order to measure the product costs, the customers were asked to evaluate the car fuel economy, maintenance costs and the price offered. Research statements for “Switching Barriers” were adopted from Jones, Mothersbaugh and Beatty (2000). This variable has been measured by asking the customers about the attractiveness of alternatives and the switching costs. The idea how to measure “Country of Origin” was taken from Gürhan – Canli (2000) who asked to give the general evaluation of the products coming from X country in three ways: negative-positive, not at all favourable-very favourable and bad-good. Based on that, I designed the statements presenting the general evaluation, liking and quality of cars coming from a certain country. Finally, “Brand Image” items have been derived from Andreassen and Lindestad (1998). To measure this factor the authors proposed three indicators: the overall opinion of the company, liking of the company, and its contribution to the society. The last indicator was replaced by the evaluation of the brand reputation because of the difficulty for an ordinary respondent to judge the company‘s contribution to the social prosperity. 

TABLE 2

Measurement

	Variable


	Measurement Items


	Source

	Brand Image

Country of Origin

Product Value

Product Styling

Product Costs

Switching Barriers

Satisfaction

Loyalty


	My overall opinion about this brand is positive.
This brand has a good reputation.

I like this brand.

In general, I positively evaluate cars from this country.

In general, I like cars from this country.

In general, cars that come from this country are of good quality.

The quality of materials in my car is very high.

My car is very durable.

The performance of my car is very good.

I have fun driving my car.

The exterior of my car is attractively styled.

My car is very prestigious.

My car gives good fuel – economy.

The costs of car maintenance are low.

The price I paid for my car matches the value provided.

If I needed to change brand there are other good brands to choose from.

For me, the costs in time, money and effort to switch brand are high.

In general, I am satisfied with my car brand.

My choice to purchase this car brand was a wise one.

I think that I did the right thing when I purchased a car of this brand.

I would recommend my car brand if another person asked my advice.

If I need a new car, I will buy the same brand.


	Andreassen and Lindestad, 1998

Gürhan-Canli, 2000

Bayus, 1991; Sweeney and Soutar, 2001

Bayus, 1991

Bayus 1991; Paramesvaran and Yaprak, 1986; Sweeney and Soutar, 2001

Jones, Mothersbaugh and Beatty, 2000
Kim, Park & Jeong 2004; Andreassen & Lindestad, 1998; Cronin, Brady and Hult, 2000

Cronin, Brady & Hult, 2000; Andreassen and Lindestad, 1998


3.2  Data Collection and Sample Size
The research has been carried out among the respondents living in Lithuania. A special questionnaire, consisting of 28 questions has been designed in order to collect the data (see Appendix 1). All the respondents had to meet a single requirement – an individual had to be the owner of the car. Therefore, friends, colleagues and other random volunteers owning a vehicle were asked to fill in the questionnaire online. Having collected over 100 responses the survey was stopped. To be precise, the data from 103 respondents has been used in the study. I consider this number as a relevant sample size to measure the relationship between the independent and dependent variables taking into account the resources and time available. Table 3 provides an overview of the demographic information of the respondents participated in the survey. 
TABLE 3

Demographic Characteristics
	Variable
	Category
	Percentage of Sample

(N = 103)

	Age
	18-25
	59 %

	
	26-45
	37 %

	
	46-65
	 3 %

	
	65 +
	 1 %

	Gender
	Female
	62 %

	
	Male
	38 %

	Education
	Secondary degree
	 9 %

	
	College degree
	 9 %

	
	High degree
	80 %

	
	Other
	 3 %

	Income
	< 1500 Lt
	24 %

	
	1600 – 3000 Lt
	43 %

	
	3100 – 5000 Lt
	25 %

	
	>5100 Lt
	 8 %


3.3  Data Analysis
3.3.1  Data Transfer and Editing

First, I transferred the data from online website to SPSS and digitized it. Luckily, there were no questionnaires uncompleted or filled partially. Thus, there was no need to use mean for replacing missing values.  Second, the demographic variables such as age, gender and income were recoded. The final step was to create the dummy variables for each answer option of education.

3.3.2  Factor Analysis

The factor analysis was performed several times in order to get the most reliable results. According to the sample size that is over 100 the factors should load > 0,5 for practical significance (Field, 2005). The first analysis was run only for the dependent variable that is “Satisfaction” consisting of three items and “Loyalty” composed of two items. I can conclude that there are two dependent components, shown in Table 4. In order to get two factors “Satisfaction” had to be limited by two items. Therefore, the statement “I think that I did the right thing when I purchased a car of this brand” was eliminated from the factor analysis.

TABLE 4

Factor Loadings I
Item                                                                                         Satisfaction                   Loyalty   


If I need a new car, I will buy the same brand.                                          

I would recommend my car brand if another                                                                  0.428

 person asked my advice. 


My choice to purchase this car brand was a wise one. 

In general, I am satisfied with my car brand.                              0.402
Note: Loadings less than 0.40 are not shown to improve readibility.

Secondly, the factor analysis has been performed with the independent variables that were divided into two groups. “Brand Image” and “Country of Origin” form the first group. After having accomplished the factor analysis with them Table 5 revealed two components. Again, to get the results shown in Table 5 I was forced to eliminate the statement about “Country of Origin” (“In general, cars that come from this country are of good quality”), because it was loading highly for the both variables. 

TABLE 5

Factor Laodings II
Item                                                                                      Brand Image        Country of Origin

I like this brand.                                                                         0.903                                                                                      

My overall opinion about this brand is positive. 

 

In general, I positively evaluate cars from this country.                                        

In general, I like cars from this country.                                     0.499                        

Note: Loadings less than 0.40 are not shown to improve readibility.
Thirdly, I ran the factor analysis with the other group of independent variables - Value, Styling, Costs and Switching Barriers. According to the results (see Table 6) I conclude that there are four components that load higher than 0,55. However, only “Value” consists of three items. “Styling” and “Costs” variables include two items, whereas “Switching Barriers” are presented by only one statement.

TABLE 6

Factor Loadings III
Item                                                                         Value           Styling        Costs        Barriers

 
My car is very durable.

The performance of my car is very good.

The quality of materials in my car is very high.                          0.461
                                           

The exterior of my car is atractively styled.

My car is very prestigious.                                      0.445

My car gives good fuel – economy.

The costs of car maintenance are low.                                                           
For me, the costs in time, money and effort
to switch brand are high. 
Note: Loadings less than 0.40 are not shown to improve readibility.
3.3.3  Reliability Analysis
The next step I took after the factor analysis was testing the reliability of each factor (see Appendix 2). In fact, this section presents Cronbach‘s Alpha measurements. Preferable value should be the following:  α > 0,7 (Field, 2005). Brand Image meets these criteria and in comparison with the other variables it has the highest Alpha that is 0.902. Country of Origin is the factor that follows Brand Image, because its Alpha is 0,871. Value and Loyalty are above the standard as well, and have similar Alpha values that are 0,811 and 0,828 respectively. Reliability results are also good for Styling (0.756) and Satisfaction (0.785). Whereas Costs (0.626) do not meet the criteria mentioned above. However, I believe that this factor is marginally below 0.7 and its level of reliability is adequate. Finally, the factor Switching Barriers consists only of one component and therefore it is not possible to test its reliability.   

After the factor analysis and reliability test the new values for each factor were calculated by taking the average of the items that belong to a certain factor. Only Switching Barriers did not need calculation of the average, because they consist of only one statement.

3.3.4  Regression Analysis

In order to test the hypotheses presented earlier a linear regression has been chosen. Usually, it is expressed by the following equation:

Yi = (b0+ b1 Xi) + εi,  where 

Yi is the dependent variable that we want to predict, whereas Xi is an independent variable that makes influence on Yi. b0 and b1 are known as the regression coefficients. b0 is the constant that expresses the value of endogenous variable when all exogenous variables are equal to zero. In addition, b1 is the coefficient of the first predictor (Xi) and shows the amount of change in the dependent variable when independent variable changes by one unit. Finally, εi  is a residual term  (Field, 2005).
In the study I am going to run three regression models that look as follows:

I.    Satisfaction = b0 + b1 Brand Image + b2 Country of Origin + b3 Car Value + b4 Car Styling + b5 Car Costs; 

II.    Loyalty = b0 + b1 Satisfaction + b2 Switching Barriers + b3 Brand Image;
III. Loyalty = b0 + b1 Satisfaction + b2 Switching Barriers + b3 (Switching Barriers x Satisfaction) + b4 Brand Image. 

4 Results
This Chapter presents the major findings of the research. Tables 7, 8 and 9 report the results from the regression analysis. Next, the discussion of hypotheses testing has been provided. Additionally the visual framework of supported relationships is shown in Figure 2. Finally, I discuss whether the demographic variables have any relation to the satisfaction and loyalty.     
TABLE 7

Regression Results I
	
	B
	Std. Error
	Sig.

	Constant
	-0.239
	0.414
	0.566

	Brand Image
	  0.598*
	0.102
	0.000

	Country of Origin
	-0.024
	0.079
	0.763

	Car Value
	 0.169
	0.102
	0.101

	Car Styling
	0.061
	0.068
	0.371

	Car Costs
	  0.275*
	0.058
	0.000

	Gender
	0.024
	0.108
	0.829

	Age
	0.029
	0.095
	0.759

	Income
	0.053
	0.069
	0.444

	Education:
	
	
	

	High vs. College                            
	0.111
	0.181
	0.543

	High vs. Secondary
	0.163
	0.206
	0.431

	High vs. Other
	0.153
	0.319
	0.632


Independent variable: Satisfaction, R² = 0.658, *significant at p < 0.005
TABLE 8

Regression Results II

	
	B
	Std. Error
	Sig.

	Constant
	-1.010
	0.423
	0.019

	Satisafaction
	   0.467*
	0.102
	0.000

	Brand Image
	   0.605*
	0.104
	0.000

	Barriers
	 0.087
	0.055
	0.118

	Gender
	            -0.215
	0.122
	0.082

	Age
	 0.012
	0.106
	0.914

	Income
	              0.031
	0.076
	0.689

	Education:
	
	
	

	High vs. College
	            -0.173
	0.204
	0.399

	High vs. Secondary
	 0.041
	0.227
	0.859

	High vs. Other
	 0.130
	0.357
	0.717


Independent variable: Loyalty, R² = 0.711,  *significant at p < 0.005
TABLE 9

Regression Results III

	
	B
	Std. Error
	Sig.

	Constant
	-0.823
	0.969
	0.398

	Satisfaction
	 0.424
	0.224
	0.062

	Barriers
	 0.031
	0.266
	0.906

	Barriers x Satisfaction
	 0.013
	0.061
	0.831

	Brand Image
	   0.603*
	0.105
	0.000

	Gender
	            -0.214
	0.123
	0.085

	Age
	 0.010
	0.107
	0.925

	Income
	             0.032
	0.077
	0.678

	Education:
	
	
	

	High vs. College
	            -0.174
	0.205
	0.398

	High vs. Secondary
	            -0.025
	0.241
	0.919

	High vs. Other
	             0.133
	0.359
	0.712


Independent variable: Loyalty, R² = 0.712, *significant at p < 0.005
4.1  Hypotheses Testing
The regression results are reported in Tables 7, 8, 9 and Figure 2. Table 7 provides the coefficients of the factors that were suggested to affect the customer satisfaction. The third hypothesis suggesting that the perfect brand image positively influences the customer satisfaction has been strongly supported, because I discovered its significant and positive effect (β = 0.598, p < 0.005). However, according to the regression results, the hypothesis suggesting that the country of origin has a positive effect on customer satisfaction is not supported. Unfortunately, in these circumstances the suggestion proved to be not significant (p = 0.763). In addition, I proposed to test whether the high product value makes any impact on customer satisfaction. This hypothesis is not significant as well (p = 0.101) and therefore, it has to be rejected. Next, the impact of car styling on the customer satisfaction was suggested to be tested. However, p value does not meet the standards (p = 0.371). Thus, this hypothesis is not supported, too. The test of Hypothesis 7, which assumes that high costs negatively influence satisfaction, indicated that the factor has a significant and positive effect (β = 0.275, p < 0.005). As a result, Hypothesis 7 is fully supported.  

Tables 8 and 9 demonstrate the coefficients of determinants influencing the customer loyalty.  I found the positive and significant effect for Hypothesis 1 proposing that the satisfaction makes an impact on customer Loyalty (p < 0.005, β = 0.467). Next, I proposed to test the brand image. The support for the hypothesis that the loyalty is positively affected by the perfect brand image is found (β = 0.605 and p < 0.005). For the Hypothesis 8 I expected to find out that the higher the switching barriers, the more likely the customer will stay with the same brand. However, this suggestion is not supported, because the results are not significant (p < 0.005, β = 0.087). Finally, the Hypothesis 9 has to be rejected, too. Results of testing that the stressful switching barriers have a positive moderating effect on the relationship between the satisfaction and loyalty (see Table 9) are not significant (p = 0.906).  
FIGURE 2
Visual Framework of Supported Relationships
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4.2  Demographic Variables
Tables 7 and 8 present the coefficients of demographics such as gender, age, income and education. In order to find out if these variables have any relation with the satisfaction and loyalty, they have been included into the regression analysis. As it can be seen from Table 7, all the demographic variables have positive values; however none of them is significant (p > 0.005). Thus, I cannot support the idea that the demographic variables have any impact on the customer satisfaction. In addition, I have got the similar results shown in Table 8, proving they are not significant. Therefore, the influence of demographics on the loyalty cannot be supported as well.

5  Discussion
The primary purpose of the study was to investigate the factors influencing the customer car brand loyalty. Additionally, the satisfaction has been included as a determinant through which various factors lead the customers to loyalty. In this Chapter I present the conclusions made after having tested the hypotheses. Furthermore, I would like to propose the strategic implications for the managers. Finally, I will stress some limitations of the study and suggest some ideas for the further research. 

5.1  Conclusions
The perfect brand image was identified as the major factor that makes a positive effect on the customer satisfaction. I conclude that the satisfied customers are those who like the brand of the car they own and, in general, adopt a positive attitude towards it. Therefore, the better the image of the brand is, the more satisfied the customer becomes. Moreover, the results show that a car buyer finds the product related costs as one of the most important determinants influencing his satisfaction. Contrary to the brand image, the high costs have negative relationships with the satisfaction. It should be emphasized that the low costs of the car maintenance and good fuel economy increase the customer satisfaction.

In the end, the afterwards factors directly influencing the customer loyalty have been tested. First of them appeared to be the perfect brand image. This factor was revealed to have a positive effect on loyalty. Therefore I can suggest that that the customer tends to remain with the same brand, if he generally evaluates the brand image from a positive point of view. Additionally, the direct influence of satisfaction on the customer loyalty has been tested, and this hypothesis has found a support, too. As a result, I conclude that the satisfied customers are apt to stay with the same car brand. 
It was rather unexpected not to receive the support for the hypothesis proposing that an appealing car styling has a positive effect on the customer satisfaction. Although the majority of respondents were young people who typically care a lot about the attractive style of their car, the regression results were not significant. The explanation might be found considering the models of the cars the respondents own. The majority of people who participated in the survey drive relatively cheap cars. In this case the styling becomes a less important car related attribute when its owner can afford to pay a comparatively small amount of money. 

The country of origin is the factor that also appeared to be not significant. The reason may be that a vehicle is not that kind of a product that can be judged relying strongly on the country name. Probably, a customer does not believe that a car quality may depend on the country that it comes from. It may be true that the country of origin plays an important role when the low involvement products are purchased.

The suggestion that the high product value has a positive effect on the customer satisfaction had to be rejected as well.  It may be explained by the fact that the majority of the cars belonging to the respondents are not new enough. It is likely that the respondents may assess their vehicles as not providing a significant value anymore.

Besides, I did not receive the support for the hypothesis proposing that the switching barriers positively affect the loyalty. It may be assumed that the customer finds it easy to switch to another brand. Perhaps, it does not cost him a lot of time, money and effort to defect to the other car dealer. What is more, the insignificant results may be caused by the customer’s willingness to change the brand. His wish is so strong that even the stressful switching barriers cannot force the customer to stay with a current car dealer.
Finally, the proposition that the switching barriers have a positive moderating effect on the relationship between the satisfaction and loyalty was not supported. In this case the following explanation may be applied: it seems that this determinant was not a significant factor that might moderate the satisfaction and loyalty. Probably, the car owners are not sensitive enough to the switching barriers. Therefore, rather the demographic characteristics of the respondents participating in the survey may be analyzed as the factors having a certain moderating effect.
5.2  Managerial Implications

In this section according to the results summarized above, I would like to suggest some implications for the managers. In order to improve the marketing strategies the car retailers have to keep in mind what motivates customers to become satisfied and consequently loyal. The customers all the time compare the brands they use with those suggested by the competitors. Therefore, it is very important for a company to have a competitive advantage that stimulates the satisfaction and loyalty.

First of all, the managers should pay attention to their brand image, because the customers find it a very important indicator. Therefore, it would seem advisable to steadily improve the reputation of the brand; otherwise the customer would not be motivated to stay within the same company and would defect to the competitor. 

Secondly, for the car retailers my findings imply that the customers care a lot about the costs related to a vehicle they own. They are willing to spend as little money as possible on their car maintenance and fuel. Therefore, it is more likely that the durable cars giving a good fuel economy will increase the customer satisfaction, which in turn will lead to the loyalty. The managers must focus their efforts on promoting these particular features of the car in order to create a long-term relationship with the same customer.   

Thirdly, the switching barriers were revealed to influence loyalty. The fact that there are the other good car brands to choose from may induce a customer to purchase a vehicle offered by a competitor. Hence, the managers should attempt to emphasize the burden of the switching costs in order to motivate the customers to stay and at the same time ensure a long-term relationship with them. 

Finally, in addition to the factors mentioned above, it is advisable for the managers to maximize the overall satisfaction. The customer who is generally satisfied with his car and assesses his choice as a wise one usually buys the same brand once again. What is more, he often recommends this brand to others which is highly beneficial for the company.

5.3  Limitations and Further Research
Former to the implications for the further research, some limitations of the study should be considered. A typical limitation that also appears in this survey is a specific group of respondents that limits the generalization of the findings. It is worth mentioning that the majority of the respondents who participated in my study own second-hand cars. Their opinion may be totally different in comparison with the customers who have purchased new automobiles in a retailing store. This fact might have influenced the results, because the owners of used cars may not conceive so strong an affection for their car as those who have the new one. Another limitation is that in addition to the factors analyzed in the study there are the other determinants influencing the customer loyalty to a car brand, e.g. direct mailing and service quality. Then, only a few demographic variables such as gender, age, income, education were included in the regression analysis and the final results were not significant. It certainly leads to a conclusion that the other customer characteristics should be tested in this context.

No doubt, it would be interesting to go further into this study. For example, the perceptions of the customers who drive only new cars could be tested and compared with the opinion of the drivers of the used automobiles. In addition, the other factors, such as direct mailing and service quality could be added in order to extend the research. These determinants should be evaluated by the customers who have bought their cars in the retailing stores. Moreover, not only the factors related to the product itself may be included into the study. The customer related characteristics (e.g. behavioural and psychological) may become an interesting topic for investigation. Finally, the same factors can be analyzed from the company perspective and compared with the opinion received from the customers. 
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Appendix 1.  Questionnaire
Dear Respondent,

I am writing my master thesis named „Factors Influencing Customer Car Brand Loyalty“. If you own a car your answers will provide me very important information. I would like to ask you some questions about your vehicle. Please,  indicate to what extent you agree with the following statements. 

I thank you in advance for taking the trouble to fill out this questionnaire.
General Information

1. Age:                             ...................................................                                                  
2. Income (per month):    □ <1500 Lt    □ 1600-3000 Lt     □ 3100-5000 Lt   □  >5100 Lt 
3. Gender:                        □ Male    □ Female                                                                  

4. Education:                    □ Secondary degree  □ College degree □ High degree 

                                         □ Other degree

5. Car you own:              .....................................................

6. The quality of materials in my car is very high.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

7. My car is very durable.

                            1               2               3                  4                5

                Totally disagree                                                     Totally agree

8. The performance of my car is very good.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

9. I have fun driving my car.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

10. The exterior of my car is attractively styled.

                            1               2               3                  4                5

                Totally disagree                                                     Totally agree

11. My car is very prestigious.

                             1               2               3                  4                5

                Totally disagree                                                     Totally agree

12. My car gives good fuel – economy.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

13. The costs of car maintenance are low.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

14. The price I paid for my car matches the value provided. 

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree
15. If I needed to change brand there are other good brands to choose from.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

16. For me, the costs in time, money and effort to switch brand are high.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

17. Do you know which country your car brand comes from?

           □ Yes (move to Question No. 18)             □ No  (move to question No. 21) 

18. In general, I positively evaluate cars from this country.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

19. In general, I like cars from this country.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

20. In general, cars that come from this country are of good quality. 

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

21. My overall opinion about this brand is positive.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

22. This brand has a good reputation.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

23. I like this brand.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

24. In general, I am satisfied with my car brand.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

25. My choice to purchase this car brand was a wise one.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

26. I think that I did the right thing when I purchased a car of this brand .

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree   

27. I would recommend my car brand if another person asked my advice.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

28. If I need a new car, I will buy the same brand.

                           1               2               3                  4                5

                Totally disagree                                                     Totally agree

Appendix 2. Reliability Analysis
	Brand Image

	Cronbach's Alpha
	Cronbach's Alpha Based on Standardized Items
	N of Items

	,902
	,903
	2


	Country of Origin

	Cronbach's Alpha
	Cronbach's Alpha Based on Standardized Items
	N of Items

	,871
	,871
	2


	Product Value

	Cronbach's Alpha
	Cronbach's Alpha Based on Standardized Items
	N of Items

	,811
	,815
	3


	Product Styling

	Cronbach's Alpha
	Cronbach's Alpha Based on Standardized Items
	N of Items

	,756
	,756
	2


	Product Costs

	Cronbach's Alpha
	Cronbach's Alpha Based on Standardized Items
	N of Items

	,626
	,628
	2


	Satisfaction

	Cronbach's Alpha
	Cronbach's Alpha Based on Standardized Items
	N of Items

	,785
	,785
	2


	Loyalty

	Cronbach's Alpha
	Cronbach's Alpha Based on Standardized Items
	N of Items

	,828
	,835
	2


0.903


0.887





0.932


0.791





0.941


0.793


0.636





0.903


0.723





0.871


0.817





0.984





0.875


0.808





0.854


0.798
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