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Abstract

The study of service failure and recovery can be found in a variety of business sectors such as banking,
health care and retail. However, the focus on higher education service failure and recovery is quite limited.
Research into service recovery is critical because higher education providers and their students enter into a
relationship for mutual satisfaction which could then lead to student loyalty. The goal of this study is to
examine the effect of relationship marketing and handling student complaints resulting in student
satisfaction and loyalty. A total of 100 appropriate respondents were selected using simple random
sampling. Respondents were approached through a self-administered survey and the data was analyzed
using Partial Least Squares Structural Equation Modelling (PLS-SEM). The results show that all five
hypotheses were supported meaning that relationship marketing and the handling of student complaints
influence student satisfaction which in turn influences student loyalty. An excellent service recovery
strategy established by higher education providers will encourage more students to enrol in the university
and could help to increase student confidence, satisfaction and loyalty.
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1. Introduction

Service recovery in general is a topic that has received a great deal of attention from academics as
well as practitioners (Kim & Ulgado, 2012). Generally, service recovery refers to the actions taken by
service firms when they have failed to provide the quality service expected by their customers. Generally
speaking, delivering a superior quality service experience is very complicated and needs to be carefully
designed and managed by service providers. If the service providers succeed in achieving customer
satisfaction through a good service experience, this will attract more potential clients and increase customer
loyalty which may result in greater business profitability. Service experience can be affected by many
factors such as service operation, service quality and customer expectation (Aka et al., 2016; Chahal &
Devi, 2015; Nauroozi & Moghadam, 2015). To sustain a superior quality service experience, the service
providers must have background knowledge and good practices in place for service recovery.

The service recovery process usually starts with a service failure. Service failure exists when there
is a gap between service performance and the consumers’ expectations (Lewis & Spyrakopoulas, 2001).
Service failure is often the result of a lack of knowledge of a service which then leads to mistakes being
made by the service providers, resulting in unhappy customers (Dabholkar & Spaid, 2012). As a result,
customers feel dissatisfied or uncomfortable and this could lead to customers deciding to switch to other
service providers. With this in mind, service providers must seriously tackle this issue because the
customers might discuss their negative service experiences on social media and this could have a huge
impact on the reputation of the service organization. Importantly, previous works have suggested that
researchers should investigate service failure and service recovery within the education sector because few
studies have concentrated on this area (Aka et al., 2016; Chandra et al., 2019; Nauroozi & Moghadam,
2015).

Past scholars have empirically examined service failure and recovery within a variety of sectors such
as banking, health care and retail. However, the focus on higher education in relation to service failure and
recovery is quite limited and needs to be investigated (Chahal & Devi, 2015; Mapunda & Mramba, 2018;
Moyo & Ngwenya, 2018). In this competitive environment where students have many options open to them,
factors that enable institutions to attract and retain students are required to be seriously studied as suggested
by Hart and Nigel (2011). In the higher education sector, service failures may exist in the areas of teaching,
examinations, libraries, laboratories, administration, infrastructure and other facilities like canteens, car
parks and dormitories (Chalal & Devi, 2015; Voss et al., 2010).

To deal with behavioral responses from dissatisfied students, higher education providers should have
an effective relationship between marketing and the handling of customer complaints because many
scholars have mentioned that these two factors affect their satisfaction and loyalty within the education
context and other areas (Aka et al., 2016; Alemu & Cordier, 2017; Filip, 2013; Mapunda & Mramba, 2018;
Nauroozi & Moghadam, 2015; Ndubisi & Nataraajan, 2018). For instance, Nauroozi and Moghadam (2015)
conducted a study on banking services in Iran, the result of which indicated a significant link between
marketing and the handling of customer complaints and customer satisfaction and customer loyalty. The
same results are evident in other sectors such as healthcare, hospitality and education in two regions of
Malaysia (Ndubisi & Nataraajan, 2018).
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The findings of this study will assist Universiti Tenaga Nasional (Uniten) and other higher education
providers to create and enhance customer satisfaction and loyalty through a service recovery strategy
(relationship marketing and handling of student complaints). An excellent service recovery strategy will
attract more students to enrol in a university. Furthermore, the right strategy for service recovery could help
to increase student confidence and satisfaction, increase revenue, reduce costs and increase employee
morale and performance. In addition, the students will benefit from this process because their problems or
concerns will have been addressed by the university in a very effective way. With good service recovery
procedures, students will be happy to study at the university and the university will be the focus of positive

word of mouth among students. Therefore, it could encourage new students to register at the university.

2. Problem Statement

In Malaysia, there are many choices for students to continue their study at higher education
institutions. Department of Higher Education (2017) reported that there are 495 active private higher
educational institutions and 20 public universities in Malaysia. The figures indicate that the higher
education providers have stiff competition and therefore they must compete to attract and retain their
students. Hart and Nigel (2011) proposed that the higher education providers should seriously study service
failure because it will help to develop a much better service recovery strategy that may positively impact
on customer satisfaction and loyalty. More importantly, higher education providers should not only analyze
all types of service failures but also regularly check and monitor the behavioral responses of the students.
As aresult, they will have the chance to learn and minimize the occurrence of future service failures in their
institutions. In Uniten, the statistics show that the number of service complaints from 2015 to 2018
increased. Because the study of service recovery can be found in sectors other than higher education
institutions (Chahal & Devi, 2015; Mapunda & Mramba, 2018; Moyo & Ngwenya, 2018), this has

motivated the researchers to conduct the current study.

3. Research Questions

The research questions in this current study are as follows: (i) What are the effects of relationship
marketing and the handling of student complaints on student satisfaction and loyalty? and (ii) What is the

effect of student satisfaction on student loyalty?

4. Purpose of The Study

The study objectives are to: (i) assess the relationship between relationship marketing and the
handling of student complaints on student satisfaction and loyalty; and (ii) investigate the relationship
between student satisfaction and student loyalty.

5. Research Methods

With the specific objective of obtaining an acceptable response rate, 125 potential respondents from

Uniten, Sultan Haji Ahmad Shah Campus (who have had service complaints) were approached using a self-
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administered survey using simple random sampling. Of these, only 100 completed questionnaires were
collected for this study, hence the response rate was 80.0 per cent. To increase the validity of the
questionnaire, this study was conducted using two basic procedures - expert opinion and a pre-test activity.
The questionnaire was designed with easy to follow instructions and was comprised of three sections. In
the first two sections, all items were related to exogenous and endogenous constructs, while Section Three
comprised five demographic questions. In addition, one question was asked to identify the types of service
complaint lodged by students. All 30 items in Section One and Section Two of the questionnaire were
adapted from Komunda and Osarenkhoe (2012). Specifically, 7 items were used to measure relationship
marketing and the handling of student complaints (9 items), student satisfaction (6 items) and student
loyalty (8 items) and rated using a 5-point scale ranging from 1 (strongly disagree) to 5 (strongly agree).
Figure 1 displays the conceptual framework used in the study. The data was tested using Partial Least
Squares Structural Equation Modelling (PLS-SEM). Two major analyses of PLS-SEM, namely

measurement and structural model were applied to the data.

. . H3
Relatlon_shlp H1
marketing \
Student Student
satisfaction loyalty
H2
Handling student H4
complaints
Figure 01. Conceptual Framework
6. Findings

Of 100 respondents, 46 percent were male and 54 percent female. The majority of respondents were
Malay (60 percent), followed by Indian and Chinese (34 percent and 6 percent respectively). With regards
to age, only 6 percent of respondents were aged above 24. 67 percent of them were aged between 21 and
23. In relation to year of study, the majority of respondents were Year 3 students at 58 percent, followed
by Year 1 students at 22 percent. Furthermore, 12 percent of respondents were from foundation programmes
with the majority of them from Degree programmes at 69 percent. This study also recorded several
complaints by the respondents. The types of complaints that were mentioned by respondents can be grouped
into seven categories i.e. teaching (26 percent), administration (21 percent), examinations (20 percent),
WiFi and accommodation (15 percent), library (8 percent), parking (7 percent), and computer labs (5
percent).

Common method variance may have existed because this study only used a single survey method to
collect responses (Hair et al. 2006). With this in mind, at the data analysis stage, Harman’s (1967) one-test
factor was applied to control the common method variance. The test yielded six factors accounting for 51.43
percent of the variance, and factor 1 accounted for 21.60 percent of the variance, less than the threshold
value (Podsakoff et al. 2003). This indicates that, no common method bias affected the data. The next test
referred to the measurement model and to analyse this, the current study applied PLS-SEM. Several tests

such as internal consistency, indicator reliability, convergent validity and discriminant validity tests were
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executed on the measurement model. Firstly, Table 1 shows that the loading values for all items ranged

from .571 to .879. No item was deleted because the loading values exceeded .50 as suggested by Duarte

and Raposo (2010) and Hair et al. (2017). With regards to internal consistency, this was measured by using

composite reliability (see Table 1). The values of composite reliability for four constructs were above .880.

This indicates that all constructs used in this study have high values of internal consistency (Nunnally &

Bernstein, 1994). In addition, the convergent validity which was tested through average variance extracted

recorded values from .516 to .700. The results of average variance extracted were above the accepted value

(Chin, 2010; Fornell & Larcker, 1981) and indicate no issue with convergent validity. Moreover, the values

of the variance inflation factor were below 4, thus no thread to multicollinearity problems (Diamantopoulos

& Siguaw, 2006).

Table 01. Measurement Model

Constructs/ltems Loadings Composite Average variance Variance
reliability extracted inflation factor
Student Loyalty 1 .809 .946 .687
SL2 879
SL3 .849
SL4 .845
SL5 841
SL6 .692
SL7 .862
SL8 .838
Student Satisfaction 1 .838 933 .700 3.571
SS2 .830
SS3 .852
SS4 .832
SS5 .845
SS6 .822
Handling student complaints 1 .840 949 .673 3.361
HSC2 725
HSC3 .827
HSC4 .864
HSC5 .790
HSC6 831
HSC7 .825
HSC8 .847
HSC9 .826
Relationship Marketing 1 755 .880 516 3.245
RM2 576
RM3 571
RM4 817
RM5 .795
RM6 .697
RM7 774
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The last test in the measurement model was to analyse the discriminant validity. The current study
applied the test of Heterotrait-Monotrait Ratio (HTMT) suggested by Henseler et al. (2015). According to
Henseler at al. (2015), there are two approaches to examine discriminant validity. The first approach is
known as the statistical test where the HTMT value should not be greater than the HTMT.85 value of .85
(Kline, 2011), or the HTMT.90 value of .90 (Teo et al., 2008). As shown in Table 2, all values passed the
HTMT.90 measures (Henseler et al., 2015; Teo et al., 2008). The second approach is called the
HTMTInference where the test the null hypothesis (HO: HTMT > 1) was compared to the alternative
hypothesis (H1: HTMT < 1). The issue of discriminant validity is identified if the confidence interval
contains the value of 1. Again, the results of HTMTInference (see Table 2) revealed that the confidence
interval value for each construct was below 1, thus, these results confirm that discriminant validity exists

in this present study.

Table 02. Heterotrait-Monotrait Ratio (HTMT)

Constructs SL SS HSC RM
Student loyalty (SL)
Student satisfaction (SS) 877
.625; .818

. . .840 .865
Handling student complaints (HSC) 783: 870 613; 811

. . . .817 .894 .857
Relationship marketing (RM) 758;.872 | .645..837 | .695;.809

After analyzing the measurement model, a second analysis was used to check the structural model
using several tests such as estimating the path coefficients, the coefficient of determination (R?) and the
effect size (f?). A bootstrapping procedure with 5,000 iterations was performed to measure the statistical
significance of the weights of sub-constructs and path coefficients (Hair et al., 2017). Table 3 shows the
results of the structural model. The values in the figure display the standardized coefficient and respective
t-values. Both constructs (relationship marketing and handling student complaints) explain 72 percent of
student satisfaction (R? = .720). Meanwhile, relationship marketing, handling student complaints and
student satisfaction explain 71.8 percent of the student loyalty. According to Chin (1998), the endogenous
latent variables (student satisfaction and student loyalty) can all be described as substantial because the R?
values are more than .67. Furthermore, Table 3 also displays the effect sizes (f?) of the exogenous
constructs. With regard to predicting student satisfaction, two variables had minor effects, whereas
predicting student loyalty, relationship marketing, handling student complaints and student satisfaction had
medium effect sizes (Cohen, 1988; Wong, 2013).

The detailed results of the structural model and hypotheses testing are also presented in Table 3. The
results strongly support all five hypotheses in the present study. Hypothesis 1 (H1) which hypothesized that
relationship marketing will influence student satisfaction significantly was supported by results (H1:
b=.431, t= 6.823, sig < .01). According to Aka et al. (2016), the main objective of relationship marketing
in the higher education sector is to create strong, emotional, customer connections to this service which can
lead to customer satisfaction and institution sustainability. Moreover, Ibidunni (2012) stated that

relationship marketing involves creating, maintaining, and enhancing a strong relationship with customers
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and other stakeholders within and outside firms. The findings are consistent with a number of studies that
posited the positive influences of relationship marketing on student satisfaction (Aka et al., 2016; Mazhari
et al., 2012; Nauroozi & Moghadam, 2015; Ndubisi, 2007; Ndubisi and Nataraajan, 2018; Ogunnaike et
al., 2014). As an example, a study administered by Khoo et al. (2015) on the private tertiary education
sector in Singapore demonstrated the positive influence of relationship marketing on student satisfaction.
Meanwhile, Chandra et al. (2019) found a positive influence of relationship marketing that strongly affects
student satisfaction. They found that the relationship marketing strategy of colleges in Riau Province was
a critical factor in student satisfaction.

Furthermore, Hypothesis 2 (H2) was also supported by results (H2: b=.467, t = 7.243, sig < .01).
These results proved that student satisfaction was influenced by the handling of student complaints. These
findings are in line with the past studies of Aka et al. (2016), Chandra et al. (2019), Haile (2019), Khoo et
al. (2015), and Kumari Adikaram et al. (2016). The handling of complaints usually used by many service
providers to solve service failure and help to manage post-purchase consumer dissatisfaction
(Istanbulluoglu, 2017). The proper handling of complaints may provide a company with the opportunity to
not only correct the problem, but also turn it into a satisfactory meeting among dissatisfied customers.
Hornik et al. (2015) and Istanbulluoglu (2017), in their studies, clearly stated that the successful handling
of complaints increases opportunities for repurchasing behavior, positive word-of-mouth, and increasing
loyalty on the part of dissatisfied customers. It could also decrease marketing expenditure by reducing the
cost of seeking out new customers. For instance, 484 respondents from 46 higher education institutions in
Sri Lanka agreed that the handling of student complaints had a positive effect on student satisfaction
(Kumari Adikaram et al., 2016). In addition, a study conducted by Haile (2019) at the Addis Ababa
University in Ethiopia, found that the handling of student complaints had a significant influence on student
satisfaction.

In addition, Hypothesis 3 (H3) that hypothesized that relationship marketing had a significant effect
on student loyalty was supported (H3: b=.129, t = 1.969, sig < .05). The results are similar to past studies
conducted by Alrubaiee and Al-Nazer (2010), Abubakar and Mokhtar (2015), Firdaus and Kanyan (2014),
Wali and Wright (2016), Wong et al. (2018) who confirmed that relationship marketing had a positive
impact on student loyalty. For example, Abubakar and Mokhtar (2015) conducted a study at several
universities in Nigeria which revealed the positive influence of relationship marketing on student loyalty.
Similarly, Wong et al. (2018) also demonstrated a positive relationship between relationship marketing and
student loyalty. A total of 291 respondents from leading private universities in Hong Kong participated in
their study.

Moreover, Hypothesis 4 (H4) and Hypothesis 5 (H5) which hypothesized that handling student
complaints and student satisfaction influence student loyalty were also supported by results (H4: b=.338, t
=4.204, sig < .001; H5: b=.437, t = 5.593, sig < .01) respectively. These results proved that relationship
marketing and the handling of student complaints have a positive influence on student satisfaction. These
findings are consistent with the findings of Abubakar and Mokhtar (2015), Ali et al. (2016), Wali and
Wright (2016), Wong et al. (2018), Manzuma-Ndaaba et al. (2018) and Chandra et al. (2019). A study
administered by Wali and Wright (2016) on British university students posits the significant influence of

handling student complaints on student loyalty. The same results could be found in previous works by
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Abubakar and Mohd Mohktar (2015) and Manzuma-Ndaaba et al. (2018). They found that handling student
complaints by universities in Malaysia was a crucial factor in student loyalty. By contrast, Chandra et al.
(2019) were unable to prove that the handling of student complaints had a positive influence on student
loyalty.

Zeithaml et al. (1996) mentioned that satisfaction with the value of the product or service is the key
driver of customer loyalty. A study conducted by Alves and Raposo (2010) involving students from
Portugal managed to confirm a positive and significant link between student satisfaction and student
loyalty. Past work by Annamdevula and Bellamkonda (2016) also demonstrated the positive effect of
student satisfaction on student loyalty. They found that student satisfaction at universities in India strongly
facilitated student loyalty. Similar results were found in studies administered by Ali et al. (2016), Manzuma-
Ndaaba et al. (2018) and Chandra et al. (2019). They found that student satisfaction had a positive and
significant influence on student loyalty among university students in Malaysia and Riau respectively. Based
on the findings (H3, H4 and H5), higher education providers should realize that the cost of attracting new
customers is five times more than retaining existing customers, therefore they should have a proper service
recovery strategy to minimize the number of dissatisfied customers. The outcomes of better service
recovery are a critical factor in a company’s success, it lowers the switch rate and is a source of competitive
advantage (Hoffman etal., 2016; Kim et al., 2015; Komunda & Osarenkhoe, 2012; Makanyeza & Chikazhe,
2017; Santouridis & Trivellas, 2010).

Table 03. Structural estimates (hypotheses testing)

. Std. | Std. T .. . ;
Hypothesis Beta | Error | Stats Decision R f

H1: Relationship marketing -> Student

, . 431 | .063 | 6.823** | Supported .018
satisfaction 720
H2: Handli laints -> '

: an_d ing student complaints -> Student 467 | 065 | 7.243% | Supported 120
satisfaction
H3: Relationship marketing -> Student loyalty | .129 | .066 1.969* | Supported 257
H4: Handli laints ->

andling student complaints -> Student 338 | 080 | 4.204** | Supported | 718 | 302

loyalty
H5: Student satisfaction -> Student loyalty 437 | .078 | 5.593** | Supported 190

Notes: * p=<.05; ** p=<.01

7. Conclusions

The first goal of this study was to investigate the impact of relationship marketing and the handling of
student complaints on student satisfaction. The results confirmed that these constructs have a significant
influence on student satisfaction. In addition, this present study also measured the influence of relationship
marketing, the handling of student complaints and student satisfaction on student loyalty. The findings
revealed that all three constructs have a positive relationship with student loyalty. The findings will help
Uniten to maintain and further improve its service recovery strategy by managing relationship marketing
and handling student complaints. These two constructs are critical and strongly influence student

satisfaction and loyalty. This study only used one university to test the hypotheses, therefore, a future study
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could extend this study to other higher education providers. In addition, a future study could consider adding

constructs like dimensions of service quality and relationship commitment to the framework.
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