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The aim of this study is to determine the mediating role of the institute reputation between institute
social responsibility and student loyalty. The present study uses a multi-stage sampling technique,
which first creates four clusters; including Karachi, Quetta, Peshawar, and Lahore, and picks one
cluster; namely Lahore, randomly for the purpose of the study. Second, proportionate sampling
technique is used to calculate the proportionate values of every individual educational institute.
Finally, systematic sampling is used to compute the sampling interval k™ number of individual
universities. Data are collected from the provincial capital city of Punjab province (Lahore) and a
total of 511 questionnaires are distributed among postgraduate students under business education
discipline of private HEIs, 206 questionnaires are excluded from the sample due to some missing
and misleading values, and final analysis is run by using SmartPLS 3.2.8 on 345 questionnaires.
Findings elucidate that institutes social responsibility did not have any direct relationship with stu-
dent loyalty. However, institute social responsibility has indirect relationship with student loyalty
thru the mediating variable of institute reputation. Institute reputation also has a significant and
positive influence on student loyalty.

© 2019 by the authors; licensee Growing Science, Canada

1. Introduction

Nowadays, Higher Education (HE) has entered in the marketplace and the universities administrators are
experimenting by deploying the improved strategies for maintaining student’s enrollments (Hossler et
al., 2009). The higher educational institutes (HEIs) started to adopt the models as well as practices from
the business community from 1980s to 1990s, and the academia saw the starting stage of the marketing
as a tool used for recruitment purpose (Gibbs & Knapp, 2012). The major reason on why adopting the
business practice to the HEIs has varied the degree of success in the field of academia is the inspiration
when universities considered their students like customers in a traditional business sense, academic qual-
ity, pedagogical objectives, and the rigor of the academic programs might endure (Lange, 2016). Litera-
ture reveals that this type of business existed in some accepted models of educational institutes in the
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community and the students were considered as customers for the institutions (Hennig-Thurau et al.,
2001).

HEIs also start to focus on institutional reputation (Nguyen & LeBlanc, 2001). In other words, the in-
crease in competition within institutions has created much attention towards the service quality of the
HEIs (Yeo & Marquardt, 2011). This competition among several institutes and marketplace customer
awareness facilitates institutions to attain their particular goals (Ipate & Parvu, 2011). Helen (2011) rec-
ognized that establishing customer relationship is vital for a business to attain a sustained competitive
advantage. Literature found that establishing a strong relationship with customers is the most important
for the education sector particularly the private institutes where a significant relationship between stu-
dents and HEIs might decrease the potential for high attrition and enhance the student retention rate that
ultimately enhances student loyalty (Moore & Bowden-Everson, 2012). Some of the studies demonstrate
that service quality was recognized by the outcome of comparison customer perceptions and expectations
regarding the way that services were performed (Caruana, 2002; Parasuraman et al., 1985). Meanwhile,
the term institute or corporate reputation is generally called firms characteristics (Liengjindathaworn et
al., 2015). Some researchers recommend that academic programs and the higher educational institution’s
reputation in the marketplace had a significant influence on students to join particular institute (Berger
& Wallingford, 1997; Sevier, 1994). Institute social responsibility plays a significant role in determining
student loyalty. Moreover, institute social responsibility has in the top of the list of the tasks for higher
educational institutes and this variable is significance for institutions (Amiri et al., 2015). Hence, the
institute social responsibility of the HEIs has to be careful not to divert from their major mission to ensure
and provide the students with an opportunity to become an educated professionals. Moreover, the insti-
tute social responsibility has another object such as to take care of all the rights of stakeholders of edu-
cational institutes. A study investigated the relationship between reputation and the loyalty supported
each other but additionally examined the relationship between service quality and the social activities
were not significant with the customer loyalty with the help of corporate reputation as a mediating vari-
able (Helgesen, 2008).The literature demonstrates that loyalty is divided into two dimensions including
attitudinal loyalty and behavioral loyalty (Anderson & Srinivasan, 2003; Balabanis et al., 2006; Ribbink
et al., 2004). Hence, the current research attempts to determine the mediating effect of institute’s reputa-
tion between institutes social responsibility and student loyalty.

This study used two theories to develop a theoretical framework such as signaling theory and strategic
enrollment management theory. The signaling theory was formulated to explain the relationship between
educations and the earnings explained by the education signaling function to the employer (Stiglitz,
1975). Institute social responsibility is a key element in perspective of signaling theory that takes the
attention of the customers by providing a signal for an institute norm, codes, business standards, ethics,
and values (Turban & Greening, 1997). Hence, the appropriate disclosure of the institutes regarding good
deeds in a part of the institute’s social responsibility that significantly enhances customers/students loy-
alty (Chatman, 1989). According to Dolence (1993), the factors that change the decisions of the students
to attend institute or continue their further studies linked with enrolments yield a fair game. Donald
Hossler and Kalsbeek (2013) stated that the strategic enrolment management is not only a process but
also a research-dependent process, data-driven, and every successful enrolment management organiza-
tion has well-managed resources to support institutional research. Moreover, the strategic enrolment
management technique is used to maintain as well as to attain maximize the enrolment and by managing
the institute’s resources to improve institute revenues (McNay, 2017).

2. Literature review and hypotheses development
2.1 Student Loyalty
The students’ loyalty towards their institute is similar to the customers’ loyalty towards a specific service

or product (Fatima & Khero, 2019). The term loyalty can keep up by continuously involving the ex-
students into current events, arranging alumni dinners. Moreover, the loyal students playing a significant
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role for institutions and is considered a source of positive word-of-mouth for institutions (Fatima &
Khero, 2019). In addition, loyal students suggest new students join that particular institute. According to
Fisher (2001) students who are involved in the extra activities promote a good image of their particular
institutions. Most familiar definition of loyalty is presented by Oliver (1999) who portrayed loyalty as a
deeply held commitment to re-buy ideal goods or services consistently in the future, regardless of situa-
tional influences and the marketing efforts having the potential to cause switching the behavior.

Student loyalty is a crucial element for the success of institutions (Nyadzayo & Khajehzadeh, 2016). The
term loyalty is a feeling of attachment to the services or goods that has a significant direct influence on
the behavior of consumer/student behavior (Jones, 1995). Loyal consumers towards brand tend to pur-
chase again that points towards behavioral loyalty (Ram & Wu, 2016). Truly loyal consumers with brands
not only re-purchase similar brands but also hold a positive attitude towards product, brand, or services
(Ali et al., 2018). Hence, the term loyalty is divided into two dimensions including behavioral loyalty
and attitudinal loyalty (Jacoby & Kyner, 1973).

2.2 Institute social responsibility

Universities have an opportunity to squeeze the concerns of their particular stakeholders including stu-
dents and the business supporters and to lead in responding in the realm of practicing and communicating
corporate social responsibility (CSR) (Goosen, 2009; Youness, 2012). HEIs recognize that it is a com-
petitive marketing term of creating an ongoing stream of satisfied alumni, attracting new students and
addressing the concerns of business supporters, a strategy which incorporates CSR.

The judgment tool objects to inspect the degree to the university about corporate social responsibility in
the whole world. Indeed, the university website makes sure the transparency about institutes social re-
sponsibility practices that is a situation of main accrediting institutes that contributes to keeping stake-
holders aware as well as update (Youness, 2012). It mainly focuses on providing equal opportunities in
the disciplinary actions, recruitment, admission, employment, evaluation, and the advancement for the
route of diversity. However, in Pakistan HEIs have not had a focus on these activities on how institutions
in Pakistan attract national as well as international students for their new enrollments because in Pakistan
and other countries HEIs are running in a highly competitive environment. According to Majeed et al.
(2015) institutes social responsibility can minimize this gap on emphasizing onto the perceptions, expec-
tations, and the student’s awareness. Baker (2005) explains the social responsibility reflection towards
societal expectations of business behavior as the stakeholders to be expected by morally and socially
required and demand of business. Few studies investigate the relationship between corporate social re-
sponsibility and customer loyalty. Findings reveal that corporate social responsibility significantly en-
hances customer’s loyalty (Cha et al., 2016; Choi & La, 2013; Shin & Thai, 2015). Despite this, few of
the studies have revealed that corporate social responsibility had mixed results with customer loyalty
(Cha et al., 2016; Tingchi Liu et al., 2014). Hence, there is a need for a mediating variable that explains
this relationship well. In this study, institutes reputation is used as a mediating variable.

Institute reputation is something intangible that attracts the stakeholders to a particular institute (Fombrun
et al., 2004). Institutes reputation is one of the significant factors that move with corporate social respon-
sibility (Fombrun & Shanley, 1990). Moreover, the suppliers, customers, and society normally try to be
associated with the institutes or organizations with good corporate social responsibility record. Therefore,
the cumulative effect of corporate social responsibility leads to a good institute’s reputation. However,
few of the studies conclude that institutes/corporate social responsibility significantly enhance corpo-
rate/institute reputation (Baraibar-Diez & Sotorrio, 2018; Benitez et al., 2017; Den Hond et al., 2014).
Followings are the proposed hypotheses:

Hi: There is a significant and positive relationship between institute social responsibility and student
loyalty.
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Hz: There is a significant and positive relationship between institute social responsibility and institute
reputation.
Hs: Institute reputations significantly mediate between institutes social responsibility and student loyalty.

2.3. Institute reputation

Institutes’ reputation is associated with the perceptual depiction of an institute past, present, and future
prospects which defines the institute general appeal to their stakeholders (Fombrun, 1996). Literature
views institute or corporate reputation as a socially shared feeling and consequences regarding how well
an organization will behave in any particular circumstances (Bromley, 2002; Sandberg, 2002). Generally,
reputation depends on the organizations success to address its stakeholders’ demands to meet their ex-
pectations (Mukasa et al., 2015). Moreover, corporate reputation plays a significant role in enhancing the
customer’s loyalty (Ali & Zia, 2011). Literature elucidates that corporate reputation is considered as one
of the main elements that significantly influences customer satisfaction and ultimately enhances the cus-
tomers’ loyalty (Nuraryo et al., 2018). Therefore we consider the following hypothesis:

Ha: There is a significant and positive relationship between institute reputation and student loyalty.

Attitudinal
Loyalty
Institute Social Institute R Student
Responsibility "| Reputation - Loyalty
Behavioural
Loyalty

Fig. 1. Theoretical Framework

3. Research methodology

This section plays a significant role to determine the objectives of that research (Rehman et al., 2019). In
addition, researchers conclude that there is a need of a suitable technique in attaining desired objectives
and researchers also try to answer the theoretical and practical problem (Rehman et al., 2019). This re-
search is quantitative and co-relational in nature and questionnaires are used to collect the necessary data
from the respondents.

3.1. Questionnaire development

The theoretical framework of this research contains three variables and every variable is measured by
using some items. Particularly, every item of the construct is measured with the help of five-Likert scale
(5 for strongly agree and 1 for strongly disagree). Institute social responsibility consists of 7 items and
these items are adapted from the literature (Helm, 2005; Turker, 2009; Skudiene & Auruskeviciene,
2012); institute reputation consists of 7 items and these items adapted from othe studies (Ali et al., 2016;
Clemes et al., 2013; Dehghan et al., 2014); and student loyalty consists of 17 items and these items
adapted from other studies (Annamdevula & Bellamkonda, 2016; Jaiswal & Lemmink, 2017; Casidy &
Wymer, 2016; Heo & Lee, 2016).

3.2. Population, sampling, and sample size



TM. Azeem et al. / Management Science Letters 9 (2019) 2097

The current research is based on the private HEIs in the provincial capital city (Lahore) of Punjab prov-
ince, Pakistan. The selection of private universities in the present study due to the low number of enrol-
ments e.g. the total population of private HEIs is only the 17% of the whole population of public HEIs.
Moreover, private universities are not funded by the government and do not get any benefit from HEC,
whereas private educational institutions put more efforts to survive in the competitive marketplace that’s
why researchers select private HEIs for the present study. All private HEIs under the business education
discipline were selected for data collection in the region of Punjab province (Lahore) in Pakistan, for the
reason that it is quite difficult to collect data from the whole private HEIs of Pakistan. The main focus of
the current study is postgraduate students (Master, MS/MPhil, and PhD) studying in a business education
discipline because the postgraduate students are considered more mature than the undergraduate students
(Fung et al., 2017). 7,511 students were selected for data collection from eleven private HEIs.

The present study used a multi-stage sampling technique for data collection. First, cluster sampling tech-
nique used to make four clusters (Karachi, Quetta, Lahore, and Peshawar) was considered for the four
provincial capital cities of all four provinces of Pakistan, hereafter we select one cluster randomly. The
randomly selected cluster was the provincial city of Punjab province (Lahore) out of the four clusters.
Accordingly, Abubakar and Mokhtar (2015) observed the characteristics as per the universities and as-
sured that cluster sampling design was found homogeneity across groups e.g. (Pakistani university stu-
dent) and heterogeneity within the group e.g. (HEIs student from diverse social, religious, and ethnic
background). Though, Hair et al. (2007) further confirmed that cluster sampling method is suitable due
to diverse student’s groups are appropriately represented in the sample size of 551.

Second, proportionate sampling technique was used to compute the proportionate values of the popula-
tion of every individual university. Finally, systematic sampling was used to compute the sampling in-
terval k™ number of individual university which was almost (13) k™ number of individual university.
This study used Krejcie and Morgan (1970) table for the selection of sample size and 367 sample size
was selected because the population of this study was 7,511. We increased the sample size by 50% as
per the recommendation of Salkind (2012). Hence, the sample of this study reached to 551. A sample
size of this research included 551 students from all 11 universities. The self-administered approach was
followed for data collection of desired respondents. Out of 551 questionnaires, only 345 questionnaires
were used for the final analysis and the remaining 206 questionnaires were excluded from the sample
because these questionnaires had some misleading values. The response rate of this study was 62.61%
that is acceptable.

3.3. Data Analysis

The study used SmartPLS 3.2.8 to determine the theoretical model because SmartPLS is the 2"¢ genera-
tion technique as recommended by Hair et al. (2014). The reason behind this to use SmartPLS 3.0 is that
this tool is best to handle both simple and complex theoretical models (Hair et al., 2014). Moreover, few
prior researchers conclude that PLS-SEM provides better results as compared to the covariance-based
approach (Afthanorhan, 2013; Hair et al., 2014). PLS-SEM includes two models like the measurement
model (outer model) and the structural model (inner model). This study used both.

3.3.1 Measurement model

This study calculates the measurement model by using three things such as content validity, convergent
validity, and Discriminant validity as suggested (Hair et al., 2014).

3.3.2 Content Validity

Content validity means a situation where the items of a particular construct measured demonstrate the
higher loadings on their own construct than other constructs in the theoretical model (Rehman et al.,
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2019). Few prior studies suggested the content validity measure with the help of cross-loadings (Chin,
1998b; Hair et al., 2010). Table 1 illustrates that this study fulfills the above-mentioned criteria.

Table 1
Cross loadings

Variable Items ISR IR SL

Institute social responsibility (ISR) ISR1 0.765 0.461 0.385
ISR2 0.832 0.538 0.450
ISR3 0.829 0.574 0.426
ISR4 0.867 0.594 0.478
ISR5 0.843 0.549 0.418
ISR6 0.830 0.576 0.466
ISR7 0.804 0.595 0.480

Institute reputations (IR) IR1 0.584 0.817 0.552
IR2 0.496 0.795 0.546
IR3 0.568 0.848 0.589
IR4 0.537 0.797 0.534
IRS 0.514 0.781 0.498
IR6 0.537 0.761 0.497
IR7 0.549 0.805 0.550

Student loyalty (SL) ALl 0.350 0.462 0.781
AL2 0.399 0.522 0.831
AL3 0.438 0.527 0.863
AL4 0.419 0.494 0.853
AL5 0.387 0.445 0.840
AL6 0.418 0.483 0.831
AL7 0.422 0.405 0.697
AL8 0.488 0.437 0.660
BLI 0.439 0.487 0.793
BL2 0.368 0.515 0.833
BL3 0.344 0.459 0.760
BL4 0.229 0.411 0.667
BL5 0.369 0.436 0.719
BL6 0.290 0.424 0.630
BL7 0.415 0.543 0.799
BL8 0.422 0.538 0.819
BL9 0.448 0.566 0.805

3.3.3 Convergent Validity

According to Rehman et al. (2019) convergent validity refers to the degree to see that all items of partic-
ular variable measure the variables. Convergent validity includes three major things like factors loadings,
average variance extracted (AVE), and the composite reliability (CR) (Hair et al., 2013).

T
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Fig. 2. Measurement Model
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Researchers reveal that the value of factors loading, AVE should be greater than 0.50, 0.50, and 0.70,
respectively (Hair Jr et al., 2013). Hayduk and Littvay (2012) conclude to delete all those items that have
factors loadings below 0.50 to get better results of CR and AVE. Cronbach’s alpha should be higher than
0.60 (Nunnally, 1978). Fig. 2 demonstrates the measurement model that includes the institute’s social
responsibility, the institute’s reputation, and student loyalty. Table 2 depicts all the standardized criteria
that fulfill factors loadings, Cronbach’s alpha, CR, and AVE.

Table 2
Convergent validity
Constructs Items Factor Loading AVE CR Cronbach’s Alpha R?
Institute social responsibility (ISR) ISR1 0.765 0.680 0.937 0.922
ISR2 0.832
ISR3 0.829
ISR4 0.867
ISRS 0.843
ISR6 0.830
ISR7 0.804
Institute reputations (IR) IR1 0.817 0.641 0.926 0.907 0.457
IR2 0.795
IR3 0.848
IR4 0.797
IRS 0.781
IR6 0.761
IR7 0.805
Student loyalty (SL) ALl 0.781 0.512 0.946 0.939 0.466
AL2 0.831
AL3 0.863
AL4 0.853
ALS5 0.840
AL6 0.831
AL7 0.697
AL8 0.660
BL1 0.793
BL2 0.833
BL3 0.760
BL4 0.667
BLS 0.719
BL6 0.630
BL7 0.799
BLS 0.819
BL9 0.805

3.3.4 Discriminant Validity

Discriminant validity refers to a situation where a researcher focuses that the two indicators should be
different in terms of statistics (Rehman et al., 2019). Discriminant validity shows the level to which a
variable, in actual, different from the other construct on the basis of some empirical evidence (Hair et al.,
2014). Discriminant validity can be computed by using these two methods. First, compare the values of
AVE with the squared correlation. Second, compare AVE square root with the correlations. This study
used the second method to calculate Discriminant validity. The values of the upper diagonal in Discri-
minant validity table must be greater than the other values in similar row and columns (Fornell & Larcker,
1981). Table 3 demonstrates that this study fulfills this criterion.

Table 3
Discriminant validity
Variables ISR IR SL
Institute social responsibility (ISR) 0.825
Institute reputations (IR) 0.676 0.801
Student loyalty (SL) 0.540 0.673 0.716

3.5 Structural Model and Hypotheses Testing

In this section, we examined the hypotheses proposed earlier by using SmartPLS 3.2.8 and two ap-
proaches of PLS algorithm and the bootstrapping have been used. Table 4 shows that the current research
consists of 4 hypotheses, out of which 3 are direct hypotheses and 1 is indirect (mediating) hypothesis.
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Fig. 3. Structural Model

Table 4
Direct and indirect relationships
Hypotheses Paths Original Sample Std. T-Value P-Value Results
Sample Mean Dev.

Hi ISR — SL 0.156 0.151 0.087 1.794 0.073 Not Sig
H: ISR — IR 0.676 0.679 0.043 15.646 0.000 Sig
Hs ISR — IR — SL 0.383 0.390 0.069 5.578 0.000 Sig
Hy IR — SL 0.567 0.572 0.082 6.939 0.000 Sig

ISR=Institute’s social responsibility; IR=Institute’s reputation; SL=Student loyalty

4. Results

Table 4 demonstrates that institute social responsibility had no influence on student loyalty because
B=0.156, t=1.794, and p=0.073 and H; is not supported. Institute’s social responsibility has a significant
and positive influence on the institute’s reputation (p=0.676, t-value = 15.646 p=0.000) and thus H> is
supported. The institute reputation plays a vital role and explains the relationship between institutes social
responsibility and student loyalty (=0.383, t=5.578, P-value=0.000) and supported our hypotheses Hs.
Finally, institute reputation significantly and positively enhances student loyalty (f=0.572, t=6.939, P-
value=0.000) and H4 is supported.

4.1. The predictive relevance of study model

Few researchers recommend the predictive relevance of the theoretical framework calculated with the
help of R-square (R?) and cross-validated redundancy (Q?) (Geisser, 1974; Stone, 1974). Researchers
compute R? with the help of PLS algorithm in the SmartPLS tool and it shows the strength of the theo-
retical model on how well all the exogenous variables explained the endogenous construct (Rehman et
al., 2019). Table 5 demonstrates that 45.7% institute reputation explained by the institute social respon-
sibility and 46.6% student loyalty were explained by institutes responsibility and institutes reputation.
Cohen (1988) recommended that the R? value within the range of 0.02 to 0.13 is considered weak, 0.13
to 0.26 is considered moderate, and R? value higher than 0.26 is considered substantial. This study shows
that the institute reputation and student loyalty were considered substantial. Cross-validated (Q?) redun-
dancy was computed by using the blindfolding technique of the SmartPLS to determine the quality of
the theoretical model. Few of the past studies recommended that the value of Q2 must be greater than
zero (Chin, 1998a; Henseler et al., 2009).Table 5 demonstrates the Q? value for institute reputation is
0.272 and for student loyalty is 0.220. Therefore, this study fulfills the above-mentioned criterion regard-

ing Q2.

Table 5

The Predictive relevance of study model
Total R? Q?
Institute reputation 0.457 0.272

Student loyalty 0.466 0.220
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5. Discussion and Conclusion

The purpose of this research was to determine the mediating effect of institute reputation between the
institute social responsibility and student loyalty. The results have revealed that institutes social respon-
sibility had no direct influence on student loyalty. The results are in line with Liu and Ji (2010) who
stated that social responsibility had no direct influence on customer loyalty. Institute’s social responsi-
bility has maintained a significant positive influence on the institute reputation and the result supported
our hypotheses H>. The results are similar to Baraibar-Diez and Sotorrio (2018) and Benitez et al. (2017)
who reported that social responsibility significantly enhanced reputation. Institute reputation, in our sur-
vey, significantly mediated between institutes social responsibility and student loyalty. This has shown
that institutes reputation plays a remarkable role for HEIs to enhance student loyalty and management of
institutes should take actions to enhance educational institute reputation. Institute reputation has main-
tained a significant and positive influence on student loyalty and supported our last hypothesis. The re-
sults are in line with Nuraryo et al. (2018). This study has elucidated that institutes social responsibility
had a direct and positive influence on the institute reputation. Institutes social responsibility indirectly
influenced student loyalty thru the mediating role of institute reputation in the Pakistani private HEIs.
Besides, this study also confirmed the signaling theory and strategic enrolment management theory.
Moreover, these factors supported the private HEIs leaders to emphasize on building a long term rela-
tionship among educational institutes and students. Thus, private HEIs financials rely on the new admis-
sions and student enrolments are increased by the student loyalty (Massoud & Ayoubi, 2018). Student
loyalty is highly in favor of HEIs because it strongly builds relationship with universities, even though it
forces to the student to stay connected after the completion of graduation (Giner, & Peralt Rillo, 2016).
Thus, building a strong relationship among private HEIs and students is possible thru student loyalty and
is significantly influenced by the institute social responsibility and institute reputation.

6. Limitations and suggestions

The current study is entirely conducted in the Pakistani HEIs and the results of the current research con-
tributes significantly to the institute social responsibility, institute reputation, and student loyalty. How-
ever, the results of the present study can be generalized to the rest of private HEIs of other provinces and
may not be generalized all over the world because it varies country to country accordingly. The study
was specified only for the private HEIs of the Punjab province and for the future studies we can consider
other province’s private universities or we can consider public HEIs of Pakistan. Particularly, researcher
target the postgraduate students under the business educations discipline for data collection, for that pur-
pose, researchers can consider other discipline’s students for their future studies. Hence, there is a need
to study this theoretical framework in other developing and developed countries. Furthermore, our focus
was only on the institute social responsibility, institute reputation, and student loyalty only and research-
ers can add some other constructs to determine student loyalty.
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