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ATTITUDES OF CZECH AND SLOVAK YOUNG PROFESSIONALS
TOWARDS POTENTIAL NEW ENTRANTS IN THE AUTOMOTIVE
INDUSTRY

Denis Durec?!, Marek Vins2*

Abstract Automotive industry is changing rapidly. Are these changes what the car customer prefers? This paper
gives insights into attitudes towards new automotive brands, brand image of big tech companies,
perceptions regarding the cooperation between car manufacturers and tech companies, purchasing
drivers of new brands, and willingness to pay for big tech brands in automotive. Qualitative
methodology was followed and thirty in-depth interviews with young professionals in Czech Republic
and Slovakia were conducted with the use of an interview guide. Results showed that participants in
general have positive attitudes towards tech companies that want to enter the automotive sector,
however they express their concerns regarding their lack of experience.
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1 INTRODUCTION

The automotive industry is one of the most important industries in both Czech Republic and Slovakia. More
specifically, it makes up more than 9% of the Czech GDP and 13% of the Slovak GDP and the automotive
industry is 49,5% of industrial production in Slovakia and 26% in the Czech Republic. Only the pandemic
caused by COVID-19 halted the annual rise of such numbers (Konicarova, 2019; Pravda, 2019; SME, 2020).

[tis evident that the automotive industry goes through a period of transformation due to new technologies
and rapid innovation. Research has shown that technological innovation has a significant positive impact
on the performance of companies (Atalay, Anafarta, and Sarvan, 2013) and the findings of Talay, Calantone,
and Voorhees (2013) have demonstrated that innovation is crucial for the survival of brands in the
automotive industry. Nowadays, the automotive industry has reached a point where it is steadily shifting
away from being focused only on the hardware elements as the software becomes central component of a
vehicle (Diekhof, 2015). In addition, new players in the automotive market introduce disruptive
technologies, business models, tactics, and strategies, aiming to alter the vertically integrated value chain
into an ecosystem that is horizontal (Beiker et al., 2016).

These accelerated current and forthcoming transformations will most likely cause further challenges for
OEMs (Original Equipment Manufacturers) in their effort to adapt to those new market conditions, with
their large sizes and bureaucratic processes causing possible obstacles endangering their product
competitiveness, market shares and brand loyalty. Considering the fact that the car’s function will evolve
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from being a status symbol and a transportation mean to representing an extension of living space (Arena,
Pau, & Severino, 2020; Pakusch et al., 2016), the fact that new product development is highly costly for
automotive OEMs and that success depends mostly on the new product acceptance in a market (Townsend
& Calantone, 2013), it is evident that OEMs are about to face increasing challenges and risks.

Taking into account the particular importance the automotive industry has in the economy of the Czech
Republic and Slovakia, this paper focuses on exploring the attitudes towards new automotive brands, the
brand image of big tech companies, the perceptions regarding the cooperation between car manufacturers
and tech companies, the factors that drive purchasing of new brands, and the willingness to pay for
vehicles of big tech brands.

2 LITERATURE REVIEW

2.1 Innovation and OEMs

The automotive industry is being characterized by often changes, disruptions and on-going innovation
(Beiker et al,, 2016; Ferras-Hernandez, Tarrats-Pons, & Arimany-Serrat, 2017; Narla, 2013; Townsend &
Calantone, 2013). However, OEMs, in this sector at the same time face limits in their effort to implement
new ideas outside of their main current supply chains. Maintaining and enhancing their customer
relevance and envisioning the future are of paramount importance (Dziallas, 2020; Wilhelm & Dolfsma,
2018) and exploring consumers’ perceptions and preferences is crucial factor in navigating this dynamic
environment.

Further, research has shown that innovation in the automotive sector is driven by both the OEMs and some
of their suppliers. OEMs very often outsource several elements of their production and prefer to invest in
generating innovations, while at the same time modular structures facilitate accelerated innovation
processed by more flexible OEM suppliers (Lee & Berente, 2012; Townsend & Calantone, 2013; Wilhelm
& Dolfsma, 2018).

2.2 New entrants in the automotive sector

The automotive sector is going through transformations as new entrants launch disruptive technologies,
develop new business models and employ new strategies, challenging the status quo of automotive OEMs
and the way they do business. Those new entrants will possibly transform the automotive value chains
from vertically integrated ones to horizontally structured ecosystems. In such an environment, current
OEMs face the challenge to make more efficient their core operations and to outsource the less important
ones in a more systematic way (Beiker et al., 2016). As the car is slowly but steadily being transformed
from a hardware-oriented machine to a software-oriented product with added service elements, the role
of new entrants that have a strong background on digital technologies will be enhanced as well (Diekhof,
2015). The concept of “connected car” is changing the automotive industry by creating new ecosystems
and new business opportunities for both startups and more established companies, but at the same time
creates new threats for traditional automotive manufacturers (Ferras-Hernandez, Tarrats-Pons, and
Arimany-Serrat, 2017).

In addition, tech giants like Apple have such enormous market capitalizations that can easily invest heavily
into the automotive industry if they decide to do so (for example at the beginning of 2021 Apple had 196
billion US dollars on hand for investments while Ford Motor Company’s market capitalization was 46
billion US dollars). It is already publicly known that Apple approached Nissan and Hyundai asking them to
produce a car with the Apple brand, but those inquiries were for the moment turned down as traditional
car manufacturers wouldn’t like to end up being suppliers of hardware to big tech companies (Inagaki,
2021; McGee, 2021). In addition, Google created in 2018 its daughter company named Waymo that
operates in the autonomous ridesharing sector and competes with companies such as Uber and Lyft
(LeBeau, 2018), while General Motors wants to compete in this market with its daughter firm named
Cruise (Said, 2020). Those developments show how dynamic the current environment is and that car
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manufacturers should explore mutual beneficial ways of cooperation with powerful companies from the
technological sector.

Another driver of change in the automotive sector is the technology of autonomous vehicles, with
traditional car manufacturers such as BMW, Mercedes-Benz, Nissan, Toyota, and General Motors trying to
lead the way but also new entrants such as Tesla, Goodle, Uber and numerous startups wanting to be
drivers of those new changes. When Tesla started competing in the automotive sector, it followed an
attacker’s advantage strategy based on innovation as it addressed several concerns regarding electric
vehicles (range issues, performance, charging network) while it integrated new technologies in the cars
such as autopilot and in-car services (Chen & Perez, 2018; Thomas and Maine, 2019). Additionally, Tesla
followed a strategy of sharing their patents so as to support the EV (Electric Vehicle) sector but also in
order to enhance its image. This approach it seems to have paid off as it has generated more interest and
attracted more customers. Open innovation tends to be a new norm in the automotive industry (Moritz et
al,, 2015).

At the same time, some tech companies have decided to enter the automotive industry not as direct
competitors to the traditional car manufacturers as Tesla did, but to create alliances with OEMs. For
example, Nvidia provides Al (Artificial Intelligence) and deep learning software while Intel provides
software, processors and sensors in the automotive sector (Coppola & Ludlow, 2021; Intel, 2021; Nvidia,
2021a; Nvidia, 2021b). In the future, software will probably be a more important component of cars
compared to the hardware as it happened for computers and mobile phones, so this approach might be
long-term suitable for companies in the tech industry (Perkins and Murmann, 2018; Nvidia, 2021a). Those
forthcoming transformations will create both opportunities and challenges for the companies that operate
in the traditional supply chains.

2.3 Branding in automotive

Research has shown that main drivers of loyalty towards a car brand are involvement with car
characteristics and what the brand stands for (Loureiro, Sarmento, and Le Bellego, 2017). Also,
researchers have demonstrated that product innovation has a positive effect on brand image and brand
trust (Hanaysha, Hilman, and Abdul-Ghani, 2014), and that brand trust mediates the relationship between
brand personality and brand loyalty (Ahmad Mabkhot, Shaari, and Md. Salleh, 2017).

However, it seems that there is a negative correlation between technology anxiety and brand loyalty (Abd
Aziz, 2016) demonstrating that new technologies when incorporated in cars need to be as user friendly as
possible. In addition, brand heritage seems to have a strong effect on brand image in the automotive
industry and consumers feel less uncertainty when they purchase cars from brands with significant
heritage and history (Wiedmann et al., 2011). This fact gives a possible significant competitive advantage
to traditional car manufacturers against tech industry new entrants in the automotive sector. Older male
customers tend to be more loyal customers, while consumers who change their vehicle often, tend to be
less loyal (Jgrgensen, Mathisen, & Pedersen, 2016).

3 METHODOLOGY

To address the research’s objectives, qualitative methodology was followed as this approach enables the
interviewees to openly and freely express their feelings, thoughts and attitudes, and even reveal sensitive
information, while the interviewer can analyze the data taking into consideration the background
information and current conditions of the interviewee (Goldman, 1962; Malhotra, Birks & Wills, 2012).

More specifically, semi-structured in-depth interviews of 15 Czech interviewees and 15 Slovak
interviewees took place. All participants were young professionals in urban areas, and they were selected
based on their age (25-40 years old) and their country of origin and residence (Czech Republic and
Slovakia). An interview guide was developed, and the sequence of the questions was in such order to
ensure the logical structure and flow of the conversation. All in-depth interviews took place online due to
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COVID-19 pandemic restrictions. The average time of the interviews was 50 minutes and saturation point
was reached.

The data were analyzed using the six-step thematic analysis process (data familiarization, initial code
generation, assembling into overarching themes, theme reviewing, defining themes, report production) to
identify and interpret patterns and relevant themes in the gathered qualitative data (Braun & Clarke,
2006).

4 MAIN FINDINGS

Based on the aforementioned steps of the thematic analysis, the data were categorized and analyzed and
as aresult, some significant themes presented in this part were formed. More specifically, five main themes
were identified: Attitudes towards new automotive brands, Brand image of big tech companies and the
spillover effect, Perceptions regarding the cooperation between car manufacturers and tech companies,
Purchasing drivers of new brands and Willingness to pay for big tech brands in automotive.

Theme 1: Attitudes towards new automotive brands

The analysis of data showed that in general, participants had a positive attitude and were rather
welcoming towards new players in the automotive industry. However, some participants would still be
more open towards purchasing one of the traditional car brands in comparison to new entrants in the
market. The reasons that drive such preference towards traditional brands are the lack of brand
experience and history of new players and lack of personal experience with such vehicles. Participants
identified that for brands of cars to be successful in the market they need to at least match or even
outperform the traditional car brands in design, performance, and functionality. Moreover, results showed
that it seems that there is a strong connection between electric cars and new brands. Out of all new brands,
Tesla was the most well-known and upheld brand, that is still viewed as something exciting and new by
the respondents. Indeed, many participants perceive Tesla as a good benchmark for both prospective new
entrants in the automotive sector and for current electric car production companies. The case of Tesla
supports the findings of previous research that product innovation has significant positive impact on trust
and brand image (Hanaysha, Hilman, and Abdul-Ghani, 2014).

However, some respondents didn’t have a positive attitude towards the scenario of technology giants
(such as Apple, Xiaomi, or Google) offering vehicles of their own brand. The reasons of this rather negative
attitude stem from the lack of trust towards the hardware elements of cars produced by tech companies
due to lack of experience in the automotive industry, the departure from the original brand focus, and
concerns regarding the potential acquisition of way too much power and access to personal data by
companies that are already dominating the global economy.

Theme 2: Brand image of big tech companies and the spillover effect

Further analysis revealed that the brand image of big tech companies can be carried over to potential new
products in the automotive industry. It seems that this effect applies for both negative and positive
perceptions about the tech brand. However, this brand image spillover effect appears to impact elements
of the car that are connected to the company’s field of expertise, not the entire vehicle. For instance, a car
by Google would be expected to be less pricey than its competitors, having many technological features,
and a good software but a rather simple and user-friendly design. At the same time though, the
expectations regarding the hardware elements are lower compared to products of traditional car
manufacturers as this is not Google’s strong area in terms of expertise and supply chain access of car
components. Moreover, tech new entrants seem to not be perceived as trustworthy car manufacturers.
Reliability and functionality of these vehicles will face potential scrutiny even by early adopters in the
market as purchasing a car for many consumers is a substantial expense and investment. In addition, data
analysis showed that a car by Apple is expected to compete against premium brands of electric cars such
as Tesla and Mercedes Benz.

Theme 3: Perceptions regarding the cooperation between car manufacturers and tech companies

The findings showed that the young professionals see the cooperation of car manufacturers with tech
companies in a positive light, particularly, when this cooperation aims to improve the final product, lower



Perner’s Contacts 16(2), 2021

its price or make the production more environmentally friendly. If the cooperation had taken place again
in the past between such types of companies, this seems to improve further the positive attitude towards
the cooperation. Further, if the tech company is considered trustworthy and expert in its field, then this
enhances the positive attitudes towards the collaboration.

However, many participants will need to see first-hand the functionality of the end product in order to
accept this cooperation as positive and to find the car attractive enough for purchasing. It seems that the
end product will play a far more important role as driver of purchasing decision, because the cooperation
between car manufactures and tech companies is only viewed as “nice-to-have” and not as game changer.

Theme 4: Purchasing drivers of new brands

The in-depth interviews revealed that the main factors that would drive the purchasing of new car brands
are price, functionality of the vehicle, groundbreaking technologies and good reviews. Big tech companies
like Apple probably should not rely just on the brand awareness and brand image they already have, as
they are not considered experts in the automotive market. Young professionals seem to continue trusting
and preferring traditional car manufacturers’ brands.

Furthermore, it seems that consumers expect that the tech companies that will decide to enter the
automotive industry will launch differentiated products and expect that the features of the cars, and the
price-performance balance should at least match or even excel the current offerings in the market.

Regarding the practice of a tech company’s car being manufactured by an incumbent brand as white label
product and then being rebranded, is viewed with skepticism as consumers seem not to trust this
approach.

Theme 5: Willingness to pay for big tech brands in automotive

The analysis of the 30 in-depth interviews showed that young professionals’ believe that the tech
companies are not experienced when it comes to the automotive industry activities and this belief is the
reason why they are not willing to pay more for a car that has the big technological company’s brand name.
It seems like even the early adopters would not be willing to pay more for such a vehicle. Respondents
(both in Czech Republic and Slovakia) think that a fair price should match or be lower than the prices of
well-established automotive manufacturers. Such prices should be combined with functionality of the new
car, being ecologically friendly and having interesting design.

5 CONCLUSIONS

The current research effort revealed that participants have in general positive attitudes towards the tech
companies that want to enter the automotive sector. They view in positive light those new efforts, however
they still put more trust into traditional car manufacturers and value brand heritage in the automotive
industry. Further, many respondents had positive attitudes towards Tesla. It seems that Tesla’s approach
towards educating customers about electric cars, addressing their concerns associated with them (e.g.
range, charging network) and sharing patents in the market has paid off, confirming previous research
findings (Chen & Perez, 2018).

In addition, participants expressed concerns towards potential cars by companies such as Apple or Google
as they seem not to trust their hardware experience, however the positive image that they have in high
tech industry could potentially enhance their image as software and new technology providers in the
automotive industry. In addition, many young professionals that participated in the current research, were
not willing to pay extra for a car branded by tech companies due to their lack of experience in the
automotive industry.

Lastly, our findings showed that participants were rather positive towards the cooperation between
traditional car manufacturers with tech companies within a frame where the tech companies focus on their
expertise (e.g. developing software for cars) and contributing in a better outcome (e.g. more advanced car
features).
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