Competitiveness of Higher Education Institutionsin Hong Kong:
The Mediating Effect of Student Satisfaction, School | mage and
Student L oyalty

Abstract

A rapid expansion of higher education in last texaryin Hong Kong, especially in the
development of self-financed programmes, it is asagy to address the issue of the qulaity of
education, student satisfaction and image of insdins. Despite extensive studies in the areas
of school image, student satisfaction and studmy#lty respectively, an integrated model of
these variables with mediating effects of schoadm student satisfaction and loyalty is still
lacking. To carry out the investigation, full-tinstudents from higher education institutions
were randomly selected as the targeted participaritis research. The questionnaire survey
elicited a response from 297 students from 320estigdin four self-financed higher education
institutions, which gave a response rate of 92.8B&. research found that student satisfaction
has full mediating effect on the relationship betweeaching quality and the respective
school image, school reputation and student loy&ltyther, both student loyalty and school
image have a partial mediating effect on the retehip between student satisfaction and
school reputation.

Keywords: mediating effect, student satisfactiaima®l image, student loyalty

1. Introduction

The educational services industry is composed @béshments that provide education and
training across a wide variety of subjects in vasieductional services sectors, including
public, not-for-profit or for-profit sectors (Plant2005). Its objectives are to develop Hong
Kong as a regional education hub, to boost Honggornompetitiveness, and to facilitate
Hong Kong's long term development (Cheng, 2011husl educational institutions in Hong
Kong need to develop management strategies forosekach that they can build competitive
advantages that will lead them to success. Fatiaghallenges of liberation, globalization,
commercialization, privatization and massificatmfrhigher education in Hong Kong (Fryar,
2012; Jamshidi, Arasteh, NavehEbrahim, Zeinabaml, Rasmussen, 2012; Marginson, 2011),
the management of self-financed higher educatistititions needs to rethink the marketing
strategies for sustaining its competitive powerhds been suggested that service marketing
should be applied to higher education institutionth the objective of allowing students to
receive benefits and satisfaction from the schattirey rather than from tangible assets
(Dann, 2008). As the intangible nature of educatioservice, positive word-of-mouth
communications and maintenance of good relationship existing students, alumni, and
other stakeholders are crucial to enhance comyeiiiss in the education market.

School reputation is an intangible asset used lfisanced higher education institutions for
evaluating the level of productivity and financiperformance. Studies in service and
marketing management literature have concludedrépaitation of an organization influences
customers’ choice (Loureiro and Kastenholz, 20HHitudes over products and services
provided, trust and purchase intentions (Johnsod @mayson, 2005). Studies on the
determinants of corporate reputation in the edanatharket, found that teaching quality,
student satisfaction, school image and studenttipgae essential to market competitiveness
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and favorable customer perception (Ryu, Lee, amd, Ki012; Helgesen and Nesset, 2007b;
Vidaver-Cohen, 2007). However, since these studiese in a business setting, a
comprehensive exmination of all these influencesemutation management is still lacking in
an educational setting. With reference to Vidaveh€h's (2007) model, the focus of this
research is the influences of teaching qualitydestt satisfaction, school image and student
loyalty on school reputation of self-financed higkeéucation institutions in Hong Kong. This
research fills the gaps that exist in the presésriakure by developing an empirical research
framework to investigate five hypotheses by medrs quantitative research approach using
questionnaire survey. This research sheds lighthow self-financed higher education
institutions are able to compete and enhance tbeimpetitiveness in both local and
international education markets.

2. Literature Review

2.1 Quality of Teaching

Kim, Damewood and Hodge (2000) identified sevemdidators of teaching quality, such as
communication skills, attitude toward the studektsgwledge of the subject, organizational
skills, enthusiasm, fairness, flexibility, and eangement of students, whilst Toland and
Alyala (2005) determined that instructor delivery acmurse information, instructor-student

interaction, and regulation of students’ learning positively related to teaching quality.

Gursoy and Umbreit (2005) suggested four factamely, learning, instruction, organization,
and workload as effective teaching indicators. rBatbdulla, Kamali, and Dodeen (2006)

argued that the key measures of teaching effea@ssemclude knowledge and performance in
teaching, grading, overview of the course, requaeis/efforts, and course outcomes. Bett
and Makhanu (2013) found that lecturer personaktytent of learning, type of course,

experience of lecturer and grades awarded aregdyroelated to teaching quality. From the

literature of teaching quality, it can be concludldt knowledge and organization, clarity,

grading and evaluation, teaching methods and shiiteraction with students, and passion
and enthusiasm are important factors (Dodeen, 20L8jey, 2007; Bulger, Mohr and Walls,

2002).

2.2 Student Satisfaction

McQuitty, Finn, and Wiley (2000) argued that satesion level is a result of the difference
between expected and perceived performance, whangagormance delivering a worse than
expected result is dissatisfaction and createstivegdisconfirmation; this is the so-called
expectancy disconfirmation theory (Oliver, 198®)ence, organizations must pay particular
attention to identifing and meeting the expectatiand needs of customers (Elliott and Shin,
2002). Some researchers further argued that tleealbvperceptions of an organization
generated by various stakeholders is based oniagsns and information cues as signals of
quality (Highhouse, Broadfoot, Yugo and Devend@€@09; Brown, Dacin, Pratt and Whetten,
2006). According to Elliott and Shin (2002), studeatisfaction is defined as the student’s
positive subjective evaluation of the outcomes experiences associated with the education
provided, and such satisfaction is continually fi@iced by the repeated experiences in school
life. Astin (1993) defined student satisfaction sdasdents’ own perceived value regarding
their university experience, and anticipated sigaiice of the education that they received
from university. Similarly, Jurkowitsch, Vignalnd Kaufmann (2006) claimed that student
satisfaction is the student’'s fulfilment responge pgroducts and services provided by
education institution. Hence, student satisfactimeccurs if the perceived performance



delivered by his/her education institution is higtiean the expected performance as contrary
to Oliver's (1980) expectancy disconfirmation theor

2.3 Student Loyalty

There is growing interest in investigating studémyalty in the higher education sector
(Hennig-Thurau, Langer and Hansen, 2001; Marzo-Nay&Pedraja-Iglesias and Rivera-
Torres, 2005). According to Jacoby and Chestn(di%¥8) study, student loyalty consists of
attitudinal and behavioural components and bothirsterrelated with each other. Student
loyalty is not only confined to the period duringhieh students are enrolled, it is also
important in their prior education institution byopiding positive word-of-mouth to friends
and relatives and by considering returning to stoitier courses in the same higher education
institution (Helgesen and Nesset, 2007a; Hennigridinet al., 2001). Thus, loyalty helps
education institution attract potential candidaded retain existing students (Hennig-Thurau
et al., 2001; Oliver, 1997), and also to maintaicoapetitive edge in the global education
sector (Elliot and Healy, 2001; Kotler and Fox, 829 Researchers such as Finnie and
Randall (2002), and Hart and Johnson (1999) coetéritat loyalty is a “philosophy of
leaders” whereby the management looks for mutualefits between the organization
(educational institution) and the stakeholdersdstuis, parents and the public etc.). The
management of education institutions thus viewsattféevement of student loyalty as part of
their short and long-term plans.

2.4 School Image

The study of image mainly concentrates on the giedfl commercial and public relations.
Less image research has been conducted on semdigstiies, with the study of university or
school images only having been undertaken sincel#®s when the importance of image
management began to be appreciated (Immerwahr ane¥{ 1995; Theus, 1993). From this
time, the corporate image of universities or insiins became an area of study for marketing
management. Landrum, Turris and Harless (1998jnela that a good university or school
image can improve competitive advantages in atirgatudents, in recruiting academic staff
with high quality, and in finding new sources omhéls. Especially in light of the global
competitiveness of the higher education sectoiyelgtmaintaining a positive image is a key
for success (Hemsley-Brown and Goonawardana, 200Hus, it can be inferred that it is
worthwhile for educational institutions to studyysan which to enhance their image in order
to increase their recruitment rate (Parameswarah @lowacka, 1995; Milo, Edson and
Mceuen, 1989). Williams and Moffitt (1995) suggmbstthat school images provides an
attractive value to educational institutions agy/thecome customer-focused.

2.5 School Reputation

Just the same as in a business environment, theatEm of a higher education institution

plays an important role in strategic relationshipnagement (Kong and Farrell, 2010). A
report entitled ‘American Freshman: National Norfesl (2013),” suggests that a strong

academic reputation is one of the top factors #ffgcstudents’ choice of university to enrol

in. Prior studies in service and marketing managgriterature have found that reputation of
an organization influences customers’ choice (Lwarand Kastenholz, 2011), attitudes over
products and services provided (Brown, 1995), tiidsthnson and Grayson, 2005), and
purchase intentions (Yoon, Guffey and Kijewski, 39From a financial perspective, a good
reputation means that external parties, such akests in the case of self-financed higher
education institutions, are prepared to pay a prenfor the organization’s product or service
(McWilliams and Siegel, 2011). Education instituts with a good reputation can charge a
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premium school fee because they are signaling supguality, sustainability, and reduced

risk (Robinson, Kleffner and Bertels, 2011; StarR609). Mazzarol (1998) argued that
image and reputation of some higher educationtirigins are treated as more important
factors than actual teaching quality. Students maige whether a higher education
institution is good or bad by inferring its reputat under the impact of information

asymmetry (MacLeod and Urquiola, 2011; Akerlof, @R7 Therefore, it can be argued that a
university’s reputation is a function of how wellgerforms in meeting students’ needs and
expectations and is the outcome of being effecs/éhe education institution (Temple, 2006).

2.6 Mediating Roles of Student Satisfaction, Student L oyalty and School Image

Mediation effect is the influence of a given indegent variable on a given dependent
variable that goes through one or more third véemlPreacher and Hayes, 2004; Shrout and
Bolger, 2002; MacKinnon and Dwyer, 1993; Baron &mhny, 1986). These variables are
called mediator or intervening variables. In teraispath analysis, mediation implies an
indirect effect of an independent variable on aeseent variable through one or more
mediator variables (Baron and Kenny, 1986). Thusdiation occurs if the coefficient of the
direct path between the independent variable aeaddépendent variable is decreased while
the indirect effect through the mediator is pogadain the model (Bontis, Booker and
Serenko, 2007). This research recognizes studdisfasction, student loyalty, and school
image as simple mediators that influence the effetvarious variables separately.

2.6.1 Mediating Role of Student Satisfaction on Teactgglity and School Image

Few studies have been conducted for examining ¢hetionship between the mediating
relationship between customer satisfaction, sergigality and image. The findings of Chi,
AbKarim and Gursoy (2010) revealed that customédisfaation partially mediated the
relationship between image and quality in the cdntef food experiences in tourist
destinations. The model of Srivastava and Shag0&3) found that customers tend to have
high satisfaction and retain their relationship hwihe organization if the organization
provides high quality service and produces a gavdarate image. It was also found that the
relationship between service quality and corpobsgnd image are indirectly influenced by
the mediating variables of customer satisfactiod sepurchase intention (loyalty). Similar
findings from Hume and Mort (2010) confirm that tareer satisfaction and customer
retention are affected by service quality through mediating effect of an organization’s
perceived value (image), which is consistent whih tesults of Caruana, Money and Berthon
(2000). Referring to the above arguments in tlegdiure, it can be concluded that there is no
universal agreement on the mediating variable Grmast satisfaction’ between service quality
and corporate image. Based on the findings ofaStava and Sharma (2013) and Chi et al.
(2010), it is expected that the mediating effectsafdent satisfaction on the relationship
between teaching quality and school image occutisarHong Kong context. It was therefore
hypothesized in this research that:

Hypothesis H1: Student satisfaction mediates glationship between teaching quality
and school image in Hong Kong's self-financed higleglucation
institutions.

2.6.2 Mediating Role of Student Satisfaction on Teactnglity and School Reputation

Few empirical studies have been conducted on thidatieg effect of student satisfaction on
the relationship between teaching quality and screputation. Carmeli and Tischler (2005)
highlighted the mediating role of customer satiséacin the relationship between the quality
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of goods and services and organizational reputaBased on the findings of Carmeli and
Tischler (2005), a similar relationship is expecteaccur in the Hong Kong context. It was
therefore hypothesized in this research that:

Hypothesis H2: Student satisfaction mediates glationship between teaching quality
and school reputation in Hong Kong's self-finandadher education
institutions.

2.6.3 Mediating Role of Student Satisfaction on Teaclality and Student Loyalty

Many researchers have examined the relationshipvelegt service quality, customer
satisfaction and loyalty (Wong, Tong and Wong, 2048d-El-Salam and Shawky, 2013).
Bloemer, de Ruyter and Peeters (1998) found thaticge quality not only affects loyalty
directly but also indirectly through satisfactiodosahab, Mahamad and Ramayah (2010)
confirmed the mediating role of customer satistactin the effects of service quality on
service loyalty in banks in Iran. The aforemengidriindings are supported by the results of
empirical studies by Alrubaiee and Alkaa'ida (201Kheng, Mahamad, Ramayah and
Mosahab (2010), Ndubisi (2006) and Butcher (200%) dested the mediating effect of
patient satisfaction in the relationship betweealtheare quality and patient trust (loyalty)
and confirmed that there is a significant indir@epact of healthcare quality on patient trust
through patient satisfaction, which is consisteithvhe findings of Lei and Jolibert (2012)
and in accordance with Baron and Kenny’s (1986) ehodai, Griffin and Babin (2009)
found that service quality has a positive influencecustomer loyalty through the mediating
variable ‘customer satisfaction’ in China’s teleagommication industry. Chang, Jeng, and
Hamid (2013) found that satisfaction significantifluences the relationship between service
quality and students’ word-of-mouth behavioral imien (loyalty) in the university education
setting. Although most studies support the mediateffect of customer satisfaction on
service quality towards customer loyalty, the fimgi of Boohene and Agyapong (2011)
indicate that service quality directly causes cu&p satisfaction but it does not create
customer loyalty through customer satisfaction.

The literature review suggests that the mediatifeceof satisfaction on quality and loyalty
will likely occur in the Hong Kong context. It wakerefore hypothesized in this research
that:

Hypothesis H3: Student satisfaction mediatesrétationship between teaching quality
and student loyalty in Hong Kong's self-financedgtier education
institutions.

2.6.4 Mediating Role of Student Loyalty on Student Satiibn and School Reputation

Rust and Zahorik (1993) found that customer loyalgnificantly mediates the relationship
between customer satisfaction and an organizatiéinancial performance (reputation).
Nguyen and LeBlanc (1998) found that customer lyyi@al a financial institution mediates the
relationship between corporate image (reputatiom) austomers' overall satisfaction in
financial institutions in Malaysia. Since few steslihave been conducted on the mediating
effect of customer loyalty on customer satisfactiowards corporate reputation, such a
relationship is expected to occur in the Hong Koogtext. It was therefore hypothesized in
this research that:



Hypothesis H4: Student loyalty mediates the i@tship between student satisfaction
and school reputation in Hong Kong's self-finandadher education
institutions.

2.6.5 Mediating Role of School Image on Student Satigfacind School Reputation

In the literature on the mediating effect of cogierimage, one study focused on the
relationship between service quality and custonagisfaction (Owino, 2013), one between
customer satisfaction and customer loyalty (Chemg) Rashid, 2013), one between service
quality and customer loyalty (Ladhari, Souiden &adhari, 2011) and one between patrons’
dining experience and relationship quality in aetmg customer loyalty (Tuan and Jusoh,
2013). In a study of higher education in Hong KdaygWong, Tong and Wong (2014) also
shows the significant mediating effect of schooage to the relationships between teaching
quality and student satisfaction. Although therpesps to have been no empirical studies
regarding the mediating effect of school image ment satisfaction and school reputation,
it was nevertheless expected that such a relafijpnstuld occur in the Hong Kong context.
Accordingly, it was hypothesized in this reseatdtt

Hypothesis H5: School image mediates the relatipnsetween student satisfaction and
school reputation in Hong Kong's self-financed Hgheducation
institutions.

2.7 Resear ch M odel

The research has five constructs and the reseavdilns shown in Figure 1 below. The first

construct is teaching quality which serves as tidependent variable, its direct effect on
other three constructs; school image, studenttipyald school reputation are proposed in the
research model. The last construct is studentfaetiisn, its direct effect to school image and
mediating effect between teaching quality to schmoége, student loyalty and school

reputation are proposed. In addition, the mediagiffect of school image and student loyalty
between student satisfaction and school reputatiemproposed.

School
Image

Teaching Student
Quality Loyalty

H1 H3 School
H2 H4 Reputation

H5

Student /

Satisfaction

Figure 1 Research Model of this Research
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3. Methodology

3.1 Sampling and Data Collection M ethod

A survey database was developed to include the siaall the institutions in Hong Kong
offering self-financed sub-degree and degree (din top-up degree) programmes.
Potential contacts were randomly selected from fileeby a computer programme. An
anonymous questionnaire together with a lettenwitation and a Survey Information Sheet
were sent directly to the selected institutionsotwain their consent for their students to
participate in the survey. A total of four selfidinced institutions were approached and
institutional contact persons administered 320 eppmf the questionnaire. An anonymous
self-administered questionnaire survey was usembliect data for this research and students
were invited to complete the questionnaire on tpet.sEthical issues in relation to the
questionnaire survey, including confidentiality talstorage, and data access, were properly
addressed. 297 respondents were received whicluaicfor 92.8% response rate.

3.2 Measurement Items
The questionnaire was designed in measuring fivsteooacts: quality of teaching staff, school
reputation, school image, student satisfactionsindent loyalty.

3.21 Quality of Teaching Staff

There is evidence that the quality of teachingfstah be ensured through student feedback
on teaching effectiveness, consultation, interpigiaguides, and other arrangements for staff
development (Chung, 2010). This also serves asra qf the teaching and learning
development for improvement of teaching quality {Bmand MacGregor, 2009). Table 1
lists the measuring items for quality of teachinigffsby adapting research by Gamage,
Suwanabroma, Ueyama, Hada and Sekikawa (2008).

Quality of Measurement items
teaching staff
Tgql The teaching staff of my institution has appiaie academic
credentials.
T2 The teaching staff of my institution is incorating
appropriate use of technology to teach.
Tg3 The teaching staff of my institution conductectures
effectively.
Tg4 The teaching staff of my institution is awarenay learning
needs and provides help to students.
Tg5 The teaching staff of my institution treatsdgtots with respeat
and as mature individuals.
Tg6 The teaching staff is sympathetic and suppertorthe needs
of students.

Table 1. Measuring Items for Quality of Teachingfft
Adapted from Gamage et al. (2008)

3.2.2 School Reputation

Wartick (2002; 1992) argued that school reputatisnthe aggregation of every single
stakeholder’'s impression of how well the schoolpoeses are meeting the wants and
demands of various stakeholders. Reputation caorbeed over time based on educational
institution’s credible actions (Balmer and Greys2003). School reputation is used for
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investigating the services provided, student sadtgin and student loyalty (Abdullah

Alnasser, Aamjad and Husain, 2000; Andreassen amdiektad, 1998) through the

investigation of three constructs: (i) impressidii) reputation, and (iii) comparative

advantage. Table 2 lists the measuring items dbod reputation by adapting research by
Nguyen and Leblanc (2001).

School Measurement items
reputation
Rql My institution fulfils the promises imakes to its studen
(honoring promise)
Rq2 My institution has a good reputation. (gogultation)
Rg3 My institution is better than other institution (better
reputation than others)

Table 2. Measuring Items for School Reputation
Adapted from Nguyen and Leblanc (2001)

3.2.3 School Image

School image is the students’ perceptions of thegenof institution. It refers to the feelings
that are derived from individual experiences withs@ool and from the processing of
information on the attributes that form functiomadicators of image (Nguyen and Leblanc,
2001). School image is thus the consequence afygregate process by which the students
compares and contrasts the different attributeketchool (Nguyen and Leblanc, 2001). As
different students have different types of expex@ewith their schools, the perceptions and
impressions between different students will beedéht (Dowling, 1988; Gray, 1986; Kotler,
1982). The measurement items of school image weaptad from Nguyen and Leblanc
(2001), which are listed in Table 3 below.

School image Measurement items
fo) | have a good impression of my institution.
192 My institution has a good image in the mindst®ftudents.
193 My institution is better than other institution
g4 My institution has good course programmes wbempared
with other institutions.

Table 3. Measuring Items for School Image
Adapted from Nguyen and Leblanc (2001)

3.24 Student Satisfaction

Oliver (1997) defined satisfaction as a perceptdnpleasurable fulfilment of a service.
Subiject to its abstract concept and no universasmement available for satisfaction, this
research adapted three items from the study by &Bof#011) and Bennett and Rundle-
Thiele (2004) to measure student satisfaction lyngsguestions related to their perceptions
of their own institution. The measurement itemslated in Table 4 below.

Student Measurement items
satisfaction
Sql | am satisfied with my institution in general.




Sg2 | am satisfied with my institution when compmhngith my
initial expectations.

Sqg3 | am satisfied with my institution when comphneith an
institution that is considered ideal.

Table 4. Measuring Items for Student Satisfaction
Adapted from Thomas (2011) and Bennett and Rurtukder(2004)

3.25 Student Loyalty

The measurement of student loyalty was adapted th@rstudy by Thomas (2011), which
used the following three measures (Table 5) deeelgnd validated by Helgesen and Nesset
(2007b): (i) chances of recommending the universdy friends or acquaintances, (ii)
attending the same university if starting from freand (iii) the chance of returning to the
same university for new programmes and further atie (Oliver, 1997; Dick and Basu,
1994).

Student loyalt Measurement iten
Lqgl | will recommend my institution to friends ac@uaintances.
Lg2 I will maintain a relationship with my institutiorafter |
graduate.
Lg3 If I had the chance to enroll in an institutifum study again,
would enroll in this institution.

Table 5. Measuring Items for Student Loyalty
Adapted from Thomas (2011) and Dick and Basu (1994)

3.3 Data Analysis

Collected data were analysed using statistical ggekfor conducting factor analysis and
Structural Equation Modelling (SEM) for testing nethg effects of the constructs. The
validity of the measures was tested using confiomyatactor analysis (CFA) while reliability
test was tested using Cronbach’s alpha with theevgreater than 0.8 as the satisfactory
requirement for management research (Nunnally, 1978tructural Equation Modelling
(SEM) technique was used to verify the researchehfitdHair, Black, Babin and Anderson,
2010; Kline, 2005; Byrne, 2001) and to identify fhresence of the mediating effect through
the pre-requirement conditions and procedures dtationship testing (Baron and Kenny,
1986).

3.4 RepTrak Model

The research replicates and extends Vidaver-Coh@087) model that was based on the
RepTrak model by adding two moderators: school enagd student loyalty. The RepTrak
model (Reputation Institute, 2006) was developetheyReputation Institute. This model is a
simplified emotion-based measure of corporate egmrt, which can untangle the drivers of
organizational reputation from the measurement®fconstructs (Reputation Institute, 2006).

4. Resultsand Analysis

4.1 Sample Char acteristics
Table 6 below shows the demographic profile ofréspondents.



Demographics Frequency| Percentage (%
Gender

Male 150 50.5
Female 147 49t
Age

18-25 292 98.3
>25 5 1.7
Division of study

Business 265 89.2
Science and technolo 13 4.4
Communication and social sciel 13 4.4
Others 6 2.0
Course of study

Associate degree 144 48|5
Higher diploma 5 1.7
Undergraduate degree 148 49.8

Table 6. Demographic Profile of Respondents

4.2 Reliability and Validity Tests

Measurement analysis was carried out to ensuree tigervalidity and reliability in the
collected data. Validity test was carried out gsexploratory factor analysis (EFA) in SPSS
and confirmatory factor analysis (CFA) in structieguation modelling (SEM). The primary
reason for EFA was to ensure the nonexistencermhuwn method bias, meanwhile CFA was
carried out using a measurement model comprisindgath exogenous and endogenous
variables to ensure validity.

4.2.1 Exploratory Factor Analysis (EFA)

Firstly, the sampling adequacy assumption wasdessing the Keiser-Meyer-Olkin (KMO)
test. Table 7 shows that KMO = 0.94, indicating edbent sampling. Bartlett's test of
Sphericity tested the identity matrix of measur€able 7 shows that Chi squarg?) =
4184.15, degrees of freedom (df) = 136, and p-vau®0001. As p-value < 0.05 which
means that identity matrix does not exist betwéenitems used to measure the constructs in
the research model. Finally, the assumption i2RA17 = 17 satisfies the decision rule n/k >
5, allowing the validity assessment to be carrietl d/Vith these assumptions met, EFA test
was carried out with principal component analysiguiring eigen value more than one (1) to
load. The test used Varimax rotation, supprestiaging below 0.5, resulting in rotated
component matrix as in Table 8.

Kaise-Meyel-Olkin Measure of Sampling Adequa .937
Bartlett's Test of Spherici | Approx. Ch-Squar: 4184.141
df 136
Sig. .000

Table 7. Assumption: KMO and Bartlett's Test Outeom

Table 8 shows items loading into 5 components Weat renamed as teaching quality (Tq),

school image (lg), student loyalty (Lq), studertistaction (Sq) and school reputation (RQ).

The factor loading of the six items that represeriig loaded highly in component 1 and all

four items representing Iq loaded highly as compor2e Component 3 was loaded by two

items that represented Lq, with the item “Lg2: lllwhaintain my relationship with my
10



institution after | graduate” removed. All thregems for Sq loaded highly as component 4,
while items for Rq loaded in component 5 with 2ritke The item “Rg3: My institution is
better than other institutions” was removed, thllswang convergent and determinant
validity of items measuring the five constructghe present research.

Componer
Tq(1) | 1a(2) | La(3) | Sc(4) | Ro(5)
teaching staff effectively conduct lectu .79€
teaching staff have appropriate academic
; 754
credentials
teaching staff treat students with respect 731
teaching staff are aware of students' learning
: .694
needs and provide helps
teaching staff are sympathetic and supportivg .682
teaching staff appropriately use technology t(

.667
teach
institution is better image than others .822
institution has a good image in minds

.636
students
institution has good course programs than o 612
students have a good impression of institt .58¢
students will enrol in institution again if have

. .893
chance to study again
students recommend institution to friends .872
students are satisfied with institution in gener .900
students are satisfied with institution as
O ) .625
compared with initial expectation
students are satisfied with institution as
o .613
compared with ideal one
institution has a good reputation .743
institution fulfils the promises it makes
.603
students

Items

Table 8. Rotated Component Matrix

The EFA further shows that the five constructsatalt explained 80.68% of the variation in
responses as shown in Table 9. Teaching qualipjaayed 57.76% of the variation, school
image explained 8.44%, student loyalty explainetD%, while 4.59% of the variation was
explained by student satisfaction and 3.49% by alcheputation. This statistic generally
shows more of the validity concerns of the itemsduso measure the constructs in the
research as (100 — 80.68) % or 19.32%) of the tamis could be explained by other
variables, which were not considered in this regdear This validity provided further
confirmation of the non-existence of common methuas in the data collected for this
research.

Extraction Sum of Squarec
Components Initial Eigenvalues Loadings
% of | Cumulative % of
Total | Variance % Total | Variance | Cumulative %
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teaching quality (Tq) 9.819] 57.758 57.758 9.819  57.758 57.758
school image (1) 1.435 8.442 66.200 1.435 8.442 66.200
student loyalty (Lq) 1.089 6.404 72.604 1.089 6.404 72.604
student satisfaction (Sd  .781 4.591 77.195 .781 4.591 77.195
school reputation (Rq) | 593 3.486 80.681 .593 3.486 80.681

Table 9. Total Variance Explained

4.2.2 Confirmatory Factor Analysis (CFA)

The measurement assessment was further confirm#d the final CFA’'s measurement
model, as presented in Figure 2, analysing ther-netationship of the five constructs
hypothesised for the present research (the redustitems representing the student loyalty
and school reputation constructs increased thalitalof the model). As some studies
advocate that the satisfaction of four of thestssies are sufficient to make a decision on the
model fit (Hair et al., 2010; Kline, 2005; Batidgtaguet, Coenders, Saris and Bisbe, 2004),
the measures were retained as valid to represemefipective constructs (Kline, 2011, 2005;
Hooper, Coughlan, and Mullen, 2008; Byrne, 200djith CMIN = 557.91, df = 110, and p-
value = 0.0001 (p-value = 0.05), there is an intihcathat the model is not entirely adequate.
However, with CMIN/df < 5 the model is fit (Klin€011; Hooper et al., 2008), CFI = 0.91 is >
0.9 satisfying for model fit; and PCFI = 0.72 iggter than 0.7 showing that the model is fit.
Also, although NFI = 0.87, PNFI = 0.71 is greateart 0.7 showing that the model fit. One of
the most common statistics used as an indicatoedognise model fit is GFI (Kline, 2011;
Batista-Foguet et al., 2004). In this case GFI.& i8 > 0.8, while AGFI = 0.9 iz 0.8
indicating model fit and with that, measuremeniditf is satisfied (Kline, 2011; Hair et al.,
2010; Hooper et al., 2008; Weston and Gore Jr.6R0These indicators confirm the validity
of the items used for measuring the relationshifheflatent variables in this research.
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CMIN =557.91, df = 110, p-value = 0.0001
CMIN/DF =5.0

CFI=0.91, PCFI = 0.92; GFI

=.825, AGFI = .857;INF0.87, PNFI

=0.71

Figure 2. Latent Variables in the Measurement Model

Latent Variables: teaching quality (Tq),

school gedlq), student loyalty (Lq), student

satisfaction (Sq), school reputation (RQq)

4.2.3 Reliability Test

Table 10 below shows items loading highly into thiespective constructs, further validating
re thetreats as shown in the validity test above.
Following this, Table 11 shows Cronbach alpha’ss)9reliability test outcome where all
8. This satisfies Nunnally’s (1978) reliatlyil

the support for those items used to measu

five latent variables result in alpha)(> 0.
requirement for management research.

Reputation| Loyalty | Satisfaction| Image | Teaching
Rq1 751 .00C .00C .00C .00C
Rqz 1.00(¢ .00C .00C .00C .00C
Lgl .00C .92t .00C .00C .00C
Lg3 .00C 1.00(C .00C .00C .00C




Reputation| Loyalty | Satisfaction| Image | Teaching
Sql .000 .000 784 .000 .000
Sq2 .000 .000 929 .000 .000
Sq3 .000 .000 1.000 .000 .000
lgl .000 .000 .000 1.144 .000
g2 .000 .000 .00( .894 .000
Ig3 .00C .00C .00C 72 .00C
lg4 .00C .00C .00C | 1.00(¢ .00C
Tql .00C .00C .00C .00C 913
Tg2 .000 .000 .00( .000 .948
Tg3 .000 .000 .00( .000 .766
Tg4 .000 .000 .00( .000 .781
Tg5 .000 .000 .00( .000 .864
Tq6 .000 .000 .00( .000 1.000

Table 10. Direct Effects (Group number 1 - Defandtdel)

With removal of the school reputation item and shedent loyalty item, the Cronbach’s alpha
for teaching quality with 6 items showed the highre$iability at 0.921 with a mean of 29.40

and standard deviation of 6.29. The Cronbach’safpr student loyalty recorded the second
highest reliability with 0.905, mean of 0.943 an@nslard deviation of 2.55. Student
satisfaction with 3 items recorded a Cronbach’'shalpf 0.878, with mean of 14.62 and

standard deviation of 3.37. Meanwhile, school imagored a Cronbach’s alpha of 0.854
with 4 items, mean of 19.32 and standard deviabioB.94. Lastly, school reputation had a
Cronbach’s alpha of 0.800, with 2 items represeniirand a mean of 9.53 with a standard
deviation of 2.37.

Construct Cronbach’s Alph | No. of | Mear | Standard Deviatic
items
teaching quality (Tq) 921 6 29.40 6.185
school reputation (Rq) .800 2 9.53 2.365
school image (lg .85¢ 4 19.3:¢ 3.93i
student satisfaction (S .87¢ 3 14.6: 3.37¢
student loyalty (Lq) .905 2 9.43 2.551

Table 11. Cronbach’s Alpha Results for Constructs

4.3 Significance Testing of M ediating Relationships

Table 12 below indicates the effects of studerisfattion, student loyalty and school image

with the comparison of values in standardised ta#fect, standardised direct, and

standardised indirect outcomes. Table 13 has Heeeloped to provide easy reference, the
indirect effect of teaching quality on school imageE (indirect effect) = 0.730 (> 0.085) and

IE (0.730), which is much greater than direct dfi@@E=0.000), demonstrating that student
satisfaction is a full mediator in the relationshiptween teaching quality and school image
and thereby providing support for H1.

Satisfactior

Standarc
Effects

Latent
Variables

Teachinc
quality

Image

Loyalty

Reputatiol




Standard | Latent Teaching | Satisfaction| Image | Loyalty | Reputation
Effects Variables | quality
Std.Total | satisfaction .884 .000 .000 .000 .0p0
effects  “image -85¢ 967 | .00C .00C .00C
loyalty .883 .999 .00d .000 .000
reputation .891 1.008 -1.178 -23.087 .goo
Std satisfactiol .88¢ .00C .00C .00C .00C
Direct image .00C .967 .00C .00C .00C
effects
loyalty .000 .999 .00d .000 .000
reputation .000 25.222 -1.178  -23.087 .00
Std. satisfaction .00Q .000 .000 .000 .000
Indirect | “image 730 .00 .000 .000 .000
effects
loyalty .61( .00C .00C .00C .00C
reputation 757 488 .00p .000 .000

Table 12. Standardized Effects (Group Number 1fadlemodel)

Table 12 shows the indirect effect of the relatiopsbetween teaching quality and school
reputation, IE = 0.757(> 0.085) and IE (0.757) iscim greater than DE (0.000), indicating
that student satisfaction is a full mediator in tekationship. Hence, H2 is supported. The IE
for the relationship between teaching quality anaient loyalty shows IE = 0.610 (> 0.085)
and IE (0.610) is much greater than DE (0.000).er&fore student satisfaction is a full
mediator in the relationship between teaching ¢yaind student loyalty, demonstrating that
H3 is supported. Table 12 also shows IE = 0.488.085) for the relationship between
student satisfaction and school reputation. Moreole (0.488) < DE (25.222), therefore
student loyalty is a partial mediator in the redaship between student satisfaction and school
reputation (Kline, 2011; Byrne 2001; Kim, Kaye awttight, 2001). This shows that H4 is
partially supported. The indirect effect for stantlenage on the relationship between student
satisfaction and school reputation is shown in &al®2, and IE = 0.488 (> 0.085) and IE
(0.488) < DE (25.222). This indicates that schowge is a partial mediator, which partially
supports H5.

Std Total effec Std Direct effec Std Indirect effec

Hypothesis | H1 Tq s Iq Tq s Iq Tq S| Iq

Mediator Satisfactior | .884 .00C .00C | .884 .00C .00C .00C .00C | .00C
(Sa)

Endogenous| Image .855 .967 .00g .000 .967 .00Q .73( .Jgoo .0a00
(la)

Hypothesis | H2 Tq S's| Rg | Tq S's| Rq Tq S| Rq

Mediator Satisfaction | .884 .000 .000 .884 .000 .000 .00 .Jgoo .0qo
(Sq)

Endogenou | Reputatior .891 1.00¢ .00C | .00C 25.22: | .00C 757 48€ | .00C
(Ra)

Hypothesis | H3 Tqg S| Lg | Tq S| Lq Tq S Lq
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Mediator Satisfaction | .884 .000 .00 .884 .000 .000 .00 .00 .0Q0
(Sa)

Endogenous| Loyalty .883 .999 .00g .000 .999 .00Q .61( .goo .000
(La)

Hypothesis | H4 S's| Lq Rg | & Lq Rqg S's| Lg |Rqg

Mediator Loyalty .999 .000 .000 .999 .000 .000 .00( .00 .0Q0
(La)

Endogenou | Reputatiol 1.00¢ | -23.087 | .00C | 25.22; | -23.087 | .00C .48¢ .00C | .00C
(Rq)

Hypothesis | H5 S| Iq Rg | &9 Iq Rq S| Iq Rq

Mediator Image .967 .000 .000 .967 .000 .000 .00 .00 .0Q0
()

Endogenous| Reputation| 1.008 | -1.178 .000 25.222 -1.178 .000 .A88 .p00 .0pO
(Ra)

Table 13. Standardised Effects for All Endogenaus Bxogenous Mediating Variables

The tests summarised in Table 13 above, assessaddtiiating role of student satisfaction,
student loyalty, and school reputation. Studenisfs&tion is a full mediator in the
relationship between teaching quality and schgulitation, the relationship between teaching
guality and school loyalty, and finally betweendeag quality and student satisfaction.
Student loyalty also plays a partial mediating ratethe relationship between student
satisfaction and school reputation. Similarly, gahimage is a partial mediator in the
relationship between student satisfaction and dalepaitation.

5. Discussion

According to the mediation rule of thumb adaptexntrfHair et al., (2010), H1, H2 and H3 are
supported with evidence showing the full mediatdrstudent satisfaction on the relationship
between teaching quality and school Image, schagutation and student loyalty

respectively. On the other hand, the evidence ofahd H5 reveals that student loyalty and
school image respectively has a partial mediatifieceon the relationship between student
satisfaction and school reputation. This meansHiaand H5 are partially supported.

The result of H1 supports the findings of Srivaatand Sharma (2013) and Chi et al. (2010),
although the latter study only supported a partiadiating effect of customer satisfaction.
The result of H2 supports Carmeli and Tischler80&) empirical finding on the mediating
role of customer satisfaction on the relationsrepaeen quality and reputation. The finding
of H3 supports prior empirical studies by Changlef2013), Alrubaiee and Alkaa'ida (2011),
Kheng et al. (2010), Mosahab et al. (2010), Lagkt(2009), and Ndubisi (2006). The
findings of H1, H2, and H3 support student satisfecacting as a significant mediator and
heavily influencing school image, school reputataord student loyalty in relation to good
teaching quality. Management of self-financed bigéducation institutions should therefore
pay more attention to improving teaching qualitd @mhancing student satisfaction.

H4 is partially supported and its findings conttiduo prior studies of the partial mediating
effect of customer loyalty on the relationship bed¢w customer satisfaction and corporate
reputation (Kline, 2011; Byrne, 2001; Kim et al004). This partial mediation shows that the
effect of student satisfaction towards school rapom reduces though remains significant
with the addition of student loyalty in the relatghip. That is, if school reputation was to be
achieved using only student satisfaction, the effelt not be as much as if the intention of
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improving student satisfaction is to encourage ettidoyalty. There are few studies
examining the mediating effect of student loyalty the relationship between student
satisfaction and school reputation, therefore thdirigs of this research not only contribute
by shedding light on this aspect of higher educsliot also by raising awareness of the issue
for further investigation. According to the resodtH5, the contribution of student satisfaction
may be taken lightly by institutes of higher edimatas a contributor to school reputation.
This research shows school image working as a nedia increase school reputation, and
that student satisfaction ought to translate intbosl image. This is also supported the
findings by Wong, Tong and Wong (2014) about thelieitng effect of school image. Thus,
management of self-financed higher education utstits should improve student satisfaction
and school image by building a positive relatiopshith various stakeholders, such as with
parents and the wider community, in order to aghigbetter school reputation.

In addition, student satisfaction has a direct aighificant mediating effect on the
relationship of teaching quality to school imagehaol reputation and student loyalty in this
research. Thus, self-financed higher educatiotituti®ns need to realize that school image
and reputation with student loyalty may not achéeveven providing good teaching quality,
without achieving a considerable level of studettiséaction. The findings contribute to prior
empirical studies in this area. Student loyaltjoisnd to have a partial mediating effect but
significant moderating impact on the relationshigtween student satisfaction and school
reputation. This suggests that the good reputatibra self-financed higher education
institution may not be solely due to student satisbn but that student loyalty also plays an
important part in establishing the reputation. Rennore, school image was also found to
have a partial mediating effect but a significanbderating impact on the relationship
between student satisfaction and school reputatidns suggests that the good reputation of
a self-financed higher education institution may be solely due to student satisfaction, but
that school image may have also played an imponant in establishing the school’s
reputation.

This research contributes to the body of knowleidg@e relevant area of study by validating
the theories and concepts of relationships betwemTstructs - service quality, customer
satisfaction, corporate image, customer loyaltyd aarporate reputation. This knowledge
may be applicable to other areas of studies suchlasonship marketing, service marketing,
corporate reputation and reputation managemenspilBemany studies having confirmed the
influence of teaching quality on student satistattistudent loyalty, and school image, the
findings of this research provides more in-deptidences of teaching quality as a significant
factor on student satisfaction and, in turn, stadeatisfaction strongly affects student loyalty
and school image. Therefore, this research sendsnportant message to self-financed
higher education institutions that if they want itaprove their institutions’ reputation,

enhancement of student satisfaction is a top pyiamd teaching quality is a key important
asset for achieving student satisfaction. Thearetealso verifies the theoretically-founded
mediating and moderating effects of student loyadtyd school image on the direct

relationship between student satisfaction and dafepaitation. The findings of this research
provide evidence of the significance of such impaatd further stresses the importance of
student satisfaction on school reputation (Shamaiti@m and Tong, 2010; Nguyen and
LeBlanc, 2001, 2000). In other words, through thediating and moderating effects of

customer satisfaction and corporate reputatiorf;feelnced higher education institutions

need to address the importance of turning satisfiestomers into loyal customers and the
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development of corporate image in order to imprtéiveir reputation in the self-financed
education sector.

6. Recommendations

Although the literature on corporate reputatiofusiness settings has been well-documented,
its impact on educational institutions is still @nddevelopment. Current research also
provided inconsistent findings on the relationshyetween corporate reputation and
organzational performance. This research is ainpredry attempt to apply reputation
management concepts in the self-financed highecatiun context in Hong Kong, and also
addresses the problem that reputation measuret® faiticulate whether reputation is treated
as awareness, assessment or an asset (BarneterJamdi Lafferty, 2006). However, the
limitations of the study need to be addressed. f@search used a quantitative research
methodology to investigate the interrelationshippamteaching quality, student satisfaction,
school image, student loyalty, and school reputatidsing other constructs may also find the
influence of moderation and mediation effects iatsinterrelationships.

Although this research replicated the RepTrak madtiere are other measurement models for
assessing corporate reputation. Future researchl eme other such corporate reputation
measurement models. As suggested by Vidaver-C{2@0v), other factors such as third
party judgments, institutional forces, and repotadi capital could be examined in a future
study. This research validated that the mediatorstoident loyalty and school image
respectively, partially and fully affect the dirgelationship between student satisfaction and
school reputation, as well as one mediator of studatisfaction fully affecting the direct
relationship between teaching quality and the cantt of school image, school reputation,
and student loyalty. The results show that theetations among the constructs concerned
might be more complicated than originally hypothkedi It is suggested that a qualitative
study be conducted in order to explore other issiiresfindings from which could provide a
basis for a more comprehensive literature revieat thay reveal more research questions in
order to generate a more wide-reaching researcteinobhus, an all-inclusive gquantitative
empirical study may be carried out to gather datenfa more extensive population with
different age group, level of study, and differatisciplines and then verify the study
qualitatively. In addition, as this research waglid to full-time self-financed higher
education students in general, the framework maygied to a future study of students
studying UGC-funded programmes or self-financedymmes in a part-time mode in Hong
Kong or other jurisdiction.

7. Conclusion

The results of this research found that studensgfaation has a mediating influence on the
relationship between teaching quality and schoaelgey between teaching quality and school
reputation, and between teaching quality and stubsmlty, whereas student loyalty and

school image respectively partially mediates thati@nship between student satisfaction and
school reputation. In order to achieve a high réerent rate in self-financed institutions in

Hong Kong that facing high competition, higher eamhian institutions need to focus on

enhancing student satisfaction, student loyalty awotool image which were found a

significant mediator in promoting the relationshipgween quality of teaching staff to school
reputation and image and also student satisfaetimhloyalty respectively (Shamuganathan
and Tong, 2010; Nguyen and LeBlanc, 2001). Theeotiresearch achieved similar evidence
of school reputation and gave support to priorvahe research.
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