Midocean University

College of Management

MIDOC EAII\H

Department of Project Management

Title in English

Impact of Consumers' preferences to Electric Vehicles Industry in Saudi Arabia
2030

Title in Arabic

2030 & ) s yal) ALl 3 il oS LSyl delia e ¢Slgiondl bl s

Prepared by:
Fatimah Yahyaa Ali Naji

ID: 232000982
Supervised by:
Dr. Waleed Suliman

Dr. Alfaysal Abdulhameed

Year:2024




Abstract

Introduction: In the past few years, we have witnessed how Saudi Arabia attaches great
importance to the sustainable diversification of its economy and the development of various
frameworks for clean energy within the framework of the Kingdom's Vision 2030. Electric
vehicles have become a vital component of the Kingdom's strategy, with the government
announcing plans this year to buy 100,000 electric vehicles and establish three electric
vehicle factories in the region (BOUBIR, 2021). The adoption of electric vehicles will bring
a range of important benefits to the Kingdom, notably the reduction of fuel costs, which will
turn into income available for expenditure in the local economy. As it has much higher
efficiency than gasoline-powered internal combustion engines, these vehicles will provide
significant cash revenues due to fuel savings across the country. Oil has undoubtedly become
a limited resource, and electric vehicles are therefore capable of helping Saudi Arabia
significantly to conserve its energy resources. The shift towards clean transport is therefore
one of the most important issues of concern to the world today. Although Saudi Arabia is
one of the world's richest oil countries (Hofenk et al., 2017), it is clearly geared towards
electric transport through several initiatives and steps to equip and encourage the acquisition
of electric vehicle infrastructure in the Kingdom (Menzel, 1998).

Hence, this paper summarizes Saudi Arabia's electric vehicle manufacturing infrastructure
within Vision 2030, potential economic and social challenges that impede the adoption or
intention of consumer purchasing of electric vehicles in Saudi Arabia by conducting a

qualitative study to collect data from people who already own or plan to purchase electric

vehicles in future. This paper also elaborates on the factors affecting the preference and

adoption of EVs, what impact government expertise and incentives, the availability of
information and other vehicle features on the preference of EVs, whether all types of car
technology cost the same, and is consumers' standing, reputation and image directed when
adopting EVs?

In this case, the research focuses on the variable depending on a variable that includes
whether the consumer prefers to buy an electric or other car, more conventional cars.
Furthermore, it compares previous findings and meets future research recommendations for
the "experiment” variable.

Research problem: Electric vehicles are promoted as a short-term applicable technology to
reduce fuel dependence and gas emissions associated with conventional vehicles. Despite the
benefits of Electric vehicles, many obstacles must be overcome before the widespread
adoption of EVs. One of the main obstacles is that consumers tend to resist new technologies




that are strange or unproven as well as potential social and technical barriers to the
consumer's adoption of EVs. Sustainability issues also play a role in influencing a consumer's
decision. Although the rate of electric vehicles entering the Saudi market has declined
somewhat, studies covering consumer perceptions and responses remain limited and have

not yet included the details and analysis required to understand and explain why Electric

vehicles are not proliferated as expected.

Arguably, there are still significant barriers to the widespread adoption of EV technology in
Saudi Arabia. Previous research has indicated that the constraints of battery technology and
the high cost of battery are the main obstacles to the widespread adoption of electric vehicles
(Axsen et al., 2010). However, we argue that this view does not reveal the main areas of
consumer resistance to electric vehicles. It is important to look at EVs as part of a technical
social system to break the gap between technical and social, as "social" barriers may pose a

problem in the development of Electric vehicles for the prevailing consumer market.

The importance of the research: This paper differs from previous studies not only by
providing a complete overview of consumer demographic variables, but also by taking into
account vehicle features and environmental settings in the same model, with the aim of
analyzing the factors affecting the consumer's intention to adopt EVs. In addition, and most
importantly, it analyses the impact on consumer behavior if EVs cost the same as other cars,

i.e. if EVs are not more expensive than conventional vehicles.

This study identified the factors for the adoption of EVs from an integrative perspective and
explored moderation and mediation mechanisms collectively, thus the findings of this study
are more comprehensive. Finally, the sample range covers all of Saudi Arabia's major cities,
and the conclusion of this study is therefore of greater practical importance to the Saudi
market by analyzing barriers to the intention to purchase electric vehicles using structured

1dentification.

Literature Review: Several studies have studied the factors affecting the adoption of EVs
from the customer's perspective. For example, examine customer motivation for pro-
environmental behavior and the integrated impact of pleasure factors, gains and standards on
customers' intention to adopt EVs. The experimental results show the importance of all three
factors of pleasure, normative and gains in customers' intentions to adopt EVs (Rezaei et al.,
2019). The literature also showed contradictory results of EV consumers' demographic

variables. Previous studies have provided evidence that females are more interested in the




environment than males and therefore more willing to buy EVs (Johansson-Stenman &
Martinsson, 2006, Knez et al., 2014, Yang et al., 2019). There is also evidence in the literature
that highly educated individuals are most willing to buy electric vehicles (Hidrue et al., 2011,
Mukherjee and Ryan, 2020, Olson, 2013). Many researchers investigated the precedents of
an individual's intention to adopt EVs from a point of view. The mainstream stressed that the
possible adoption of EVs would depend on the perception of functional characteristics such
as reliability, recharge time, purchase price, performance and operating costs, and all factors
had a significant impact on the intention to adopt EVs (Kumar and Alok, 2020; Schuitema et
al., 2013). For the income variable, different effects were found in various studies (Bjerkan
et al., 2016) that concluded that income levels are important to consumers only when the
costs of using and the cost of purchasing an electric vehicle and gasoline vehicle are similar,
low-income people prefer the option with lower usage costs. In line with this, P16tz et al.,
(2014), found that high-income consumers are more likely to adopt EVs. In contrast, Nayum
& Klockner (2014), found that family income had a negative impact on the purchase of a
fuel-efficient car. Studies also highlighted the importance of self-image when buying green
products as Hahnel et al., (2014) was explained that consumers use products to determine

their self-image and match it with "value-expressed features of products.

Johansson-Stenman & Martinsson (2006) explained that individuals often want others to
have a good impression of them with social consent and appreciation, in other words, to use
products to make people think they are more environmentally friendly and more socially
responsible than they already are. This literature review provides a comprehensive overview
of current studies analyzing variables that stimulate or hinder the adoption of EVs. Therefore,
it is important not only to include social and demographic factors, but also psychological

factors to avoid misinformation in industry and policy decisions.

Research Hypotheses: After reviewing the literatures, our hypotheses refer to the following

categories:

(1) demographic factors, including variables, individual experiences and consumer behavior;

# Hypothesis-1: Females are more likely to prefer EVs than men.

# Hypothesis-2: The younger the consumer, the greater the probability of preferring an EV
# Hypothesis-3: Advanced education leads to an encouraged probability of preferring an EV

# Hypothesis-4: Greater income leads to an increased likelihood of preferring an EV




(2) Automotive properties, such as range, price, etc;
# Hypothesis-5: A higher price for EV decreases the preference for EVs.

# Hypothesis-6: Lower consumption and lower maintenance costs compensate for the

higher purchase price of EVs and leads to an increased probability of preferring an EV.
(3) Circumstantial factors, such as infrastructure such as charging stations:

# Hypothesis-7: Better infrastructure (charging stations) the context shows leads to an

increased probability of preferring an EV.

# Hypothesis-8: Governmental support for EVs leads to an improved likelihood of selecting
an EV

# Hypothesis-9: More available information combined with the know-how of dealers, leads

to an increased probability of preferring an EV.

Research Methodology: There are several ways to survey, and all these methods have their
advantages and disadvantages. Thus, there is a need to carefully select the appropriate tool
based on the nature of your investigation. The communication tool in surveys can take any
of the following forms: telephone interviews, online survey, self-survey, and individual
interviews. In this study, the online scanning method was used due to low cost, efficiency,
and limited time available to conduct research. The survey was conducted using Google

Forms.

The survey was also conducted in English and Arabic language and the link was posted on

the web to respondents through the use of e-mail, WhatsApp, the survey consists of 9

questions divided into two sections. All questions were in multiple choice format, giving the
respondent little space to describe. In most questions, the Licert Scale methodology has been
used, with questions often posing the extent to which the respondent agrees or disagrees with
a particular phrase. The survey's two main sections were (1) demographic information: age,
sex, education, and income. (2) Consider buying electric vehicles depending on the
following features: different technologies and purchase price, brand reputation and standing,
low consumption and maintenance costs, provide charging stations, preserve the environment

from pollution, provide government support besides agent know-how.

Research limits: Although this study provides a useful and interesting overview and

therefore applicable measures to increase the adoption of EVs, some limitations must be




taken into account when interpreting the results. In general, it must be borne in mind that
people do not necessarily highlight and recognize the importance of symbolic subjective
traits, such as influencing self-identity and social status, when asked directly about factors
important for the adoption of sustainable innovations, such as EVs. Nor do they always
translate this attitude into actual behavior. Also, it is important to consider that consumer

behavior may change over time, and it will be interesting to see how status and image-focused

behavior will change once EVs are accessible to all consumers.

In the current study, the changing "brand" is included in factor analyses, but it will be
significant to distinguish whether consumers prefer EVs for a particular brand when adopting
luxury brands that may convey social status (consumer conduct differs when adopting luxury
brands, such as Porsche, Mercedes, Audi compared to Volkswagen, Renault, Kia, etc.).
Despite these limitations, our study suggests a path towards fruitful future research that can

be built from the outcome of this paper.
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