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ABSTRACT

The main purpose of this article was to empirically investigate relationships between
perceived service quality, customer perceived value and repurchase intention in a higher
education context, thus three hypotheses were postulated. Empirical data were collected
among undergraduate students in Bosnia and Herzegovina, and Croatia in order to assess
overall fit of the proposed model and to test proposed hypotheses. The results support the

proposed conceptual model, showing that perceived service quality and customer

' When citing this paper please refer to altered and modified version of this paper: Dladi¢, J.,
Arslanagi¢, M., Kadi¢-Maglajli¢, S., Markovié¢, S. & Raspor, S. (2014). Exploring perceived
service quality, perceived value, and repurchase intention in higher education using structural
equation modelling, Total Quality Management & Business Excellence, 25(1-2), pp. 141-157.
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perceived value have a positive and significant influence on repurchase intention. Also,
perceived service quality has a positive and significant impact on customer perceived
value. Therefore, the study contributes to the existing literature exploring quality and

value link in an educational context, with evidence from South Eastern Europe.

Keywords: perceived service quality, customer perceived value, repurchase intention,

higher education, Bosnia and Herzegovina, Croatia

INTRODUCTION

Higher education institutions (HEI) are involved in much more than delivering course
materials to students and providing them with knowledge about specific topic. This is
even truer now, when different educational systems in Europe and on other continents
have introduced the life-long learning concept. Alongside with that, one of the most
important factors in human capital development is the establishment of higher education
(HE) system. At the same time, on individual level the decision of what and where to
study is one of the important decisions in the life of young adults. Also, a recent World
Bank publication revealed that companies in the South Eastern European region (SEE
region) increasingly complain that they cannot find graduates with the right skills in their

environment (World Bank, 2011).

Global HEI competition is increasing without consideration for the knowledge gap
identified by the World Bank. It is important to point out that higher education in Europe
suffers from overpopulation, insufficient financial input, and inefficient structures
(Euromonitor International, 2009). Therefore, HEIs' challenge is to explore and
determine ways how to attract and retain best prospective students and graduates. One of
possibilities to reach that goal is to explore students with aim to identify and satisfy their
expectations (Coccari & Javalgi, 1995). This link between student satisfaction and service
quality at HEIs is well researched (Mizikaci, 2006; Gapp & Fisher, 2006; Koslowski,
2006). So, according to previous research satisfied students are less prone to substitute
undergraduate HEI when enrolling to upper-level education i.e. enrolling master study,
this increases student's retention rate. Satisfied students also provide positive referrals to

prospective students and this contributes to planned enrolment levels in schools (Elliot &



Shin, 2002; Temtime & Mmereki, 2011). But nowadays in international HEI environment
competition is intense. So, students tend to be very dependent on their friends and
acquaintances opinions about service quality level that specific HEI provides. To
overcome this intense competition, providers of higher education service are trying to
differentiate from competitors through service offerings based on quality management

and with building strong relationships with students (Durvasula, et al., 2011).

The question about providing adequate level of service quality for students has emerged.
As Durvasula, et al. (2011) pointed out; answer to this question should be a key
consideration in the development of universities’ programs both on undergraduate,
graduate and postgraduate level. This process of determining adequate level of service
quality in HEIs should include not just students or prospective students but also policy
makers, business sector and all stakeholders. This is important as improvements to higher
education through offering meaningful quality education and developing knowledge and
skills requested by businesses will contribute to higher overall productivity and help
develop human capital. This will consequently help economy to be more competitive as

the whole economy is benefiting from this process (Grbac & Meler, 2009).

Study objectives are defined as follows: (a) to empirically assess students’ perceptions
and identify the main dimensions of perceived service quality in HE, (b) to explore
relationships of perceived HE service quality with student perceived value and student
repurchase intentions, (c) to examine the relationship between student perceived value

and student repurchase intentions, and (d) to validate the proposed conceptual model.

Aim of this paper is to offer new insights on how to improve the quality of higher
education in order to retain students. The main purpose of this study is to empirically
investigate relationships between perceived service quality, customer perceived value,

and repurchase intention in an HE context.

SERVICE QUALITY IN HIGHER EDUCATION
In the context of HE, total quality management (TQM) practices have been analyzed
profoundly (Coate, 1990; Sallis, 1993; Saunders & Walker, 1991; Cheng & Tam, 1997;



Sahney et al., 2006) with pointing out the need to be focused on managing inputs,

processes, and outputs (Li & Kaye, 1998), while trying to control processes.

Due to internationalization process in HE (Altbach & Knight, 2007; de Rijke & Plucker,
2011) international accreditations started to serve for prospective students and businesses
as a substitute for a guarantee of certain level of quality. There are contrasting views on
the influence of accepting accreditation standards on a school’s strategy. On the one
hand, some authors claim that accreditation standards increase flexibility and that they
have a positive impact on the strategic performance of schools (Romero, 2008). While
others point out that accreditation processes influence faculty shortage, reductions in
funding and reduction in flexibility of HEIs due the need to accept certain rules that are
not consistent with their standard practice of education in certain county. In both cases, in
terms of achieving quality and internationalization, major challenges for HEIs are
described through: need for continuous improvement, provide meaningful impact for

whole society and develop continuous partnership with business community.

As a result of the increased competition, quality in HE has become the most important
source for differentiation (Sohail and Shaikh, 2004). HE is a typical high-contact service
that is characterized by intangibility, perishability, heterogeneity, inseparability of service
delivery and service consumption process, customer presence during service delivery,
and lack of ownership. These characteristics underline the importance of three additional
elements of the marketing mix in services (Babi¢-Hodovi¢, 2010). These are people i.e.
faculty members and administrative staff at HEIs, processes i.e. ones that contribute to
standardization of the institution and physical evidence. Service characteristics present a
basis for exploring different aspects of quality assurance in HE where focus has been on
service quality in terms of learning and teaching, and other attributes that influence HE
processes (Harrop & Douglas, 1996; Narasimhan, 1997; Shank et al., 1995; Barnes,
2007). So, most of the studies of quality assurance in HEI analyze students’ quality
evaluations (Barnes, 2007). As a consequence quality is predominantly assessed by
students as service consumers in HE context. But Chatterjee et al. (2009) point out the
reliability and validity of students’ quality assessments. However, Durvasula et al. (2011)

stresses the importance of students’ expectations when it comes to service quality in HE.



CONCEPTUAL MODEL AND HYPOTHESES DEVELOPMENT

Perceived Service Quality

Service quality is conceptualized as comparison between customers’ expectations and
perceptions of service experience (Gronroos, 1982; Parasuraman et al., 1988). Hence, the
level of service quality is represented by the gap between expected and perceived service.
Parasuraman et al. (1985, 1988) conceptualize service quality as a five-dimensional
concept (SERVQUAL) and include the following dimensions: tangibles, reliability,
responsiveness, assurance, and empathy. It consists of two sections (expectations of

excellent service and actual performance of provided service), each containing 22 items.

Service quality in HE (O’Neill and Palmer, 2004) is defined as the difference between
what a student expects to receive and perceptions of actual delivery. As students are
primary customers of HE services, assessing service quality from their perspective is
important (Hill, 1995; Sander et al., 2000). Even so, service quality in HE can be
evaluated from perspectives of different stakeholders like faculty staff members,
governments or business. As this study tends to focus on students’ evaluation on HE
performance in this research, perceived service quality of HEIs is defined as an attitude
resulting from student perceptions of faculty performance. It is assessed according to five

main SERVQUAL dimensions.

Customer Perceived Value

Customer perceived value can be observed as a multi-dimensional (Sweeney & Soutar,
2001). In this approach dimensions like functional value, emotional value, social value,
conditional value, and epistemic value are considered (Sheth et al., 1991). Customer
perceived value can be also observed as uni-dimensional, e.g. exploring value for money,

for evaluating overall value of specific service or product (Sweeney et al., 1996).

Customer perceived value represents the difference between received benefits and given
costs (e.g., financial, psychological) and it is usually defined as the customer’s overall
assessment of the utility of a product (or service) based on perceptions of what is received

and what is given (Zeithaml, 1988).



Defining the concept of perceived value in an HE context emphasize the trade-off
approach. For instance, value perceived by a student is approached as overall evaluation
that is consisted of the utility of the service. It also differentiates between perception of
certain service offering which is received and what is given by service provider (Ledden
et al., 2007). The concept of customer perceived value in this study is multifaceted, and it
considers the functional aspects of HE experience, student emotions, and comparison

with alternatives.

Repurchase Intention

The conceptualization of repurchase intention has evolved over the years, and it is
regarded as one of the consumer behavior outcome variables resulting from high value
and satisfaction and resulting in loyalty. Loyalty is a deeply held commitment to re-buy
or re-patronize a preferred product or service consistently in the future, despite situational
influences and marketing efforts having the potential to cause switching behavior (Oliver,
1997) and commitment is a necessary condition for repurchase to occur (Bloemer and de

Ruyter, 1998).

Initial research in consumer loyalty emphasized only the behavioral dimension loyalty —
the repurchase dimension (Caruana, 2002). Over the years, attitudinal and cognitive
dimensions were incorporated in customer loyalty research (Bowen & Chen, 2001;
Caruana, 2002). Behavioral loyalty is considered as being consistent, repetitious purchase
behavior, while attitudinal loyalty reflects an emotional and psychological attachment
(Bowen & Chen, 2001). Cognitive loyalty involves the customer’s conscious decision-
making process in the evaluation of alternative brands before a purchase is effected

(Caruana, 2002).

In an HE context, student repurchase intention also contains an attitudinal and behavioral
dimension and refers to the time both during and after the student’s period of study
(Henning-Thourau et al., 2001) student re-purchase intention can be viewed as a
competitive advantage, because seeking new students is more cost effective than keeping
existing ones (Rojah-Mendez et al, 2009). Loyal students also continue to support the

institution after they have completed their formal education by positive word of mouth



(recommendations), by offering jobs to new graduates, and by returning to the institution

to update their knowledge.

In this study customer loyalty is defined as students’ favorable attitude and behavior
toward the faculty, implying that they will recommend the faculty to others and that they
intend to continue their education at the same faculty in the future. Hence, is
operationalized through repurchase intention but it encompasses both the behavioral and

attitudinal dimension.

Hypotheses development

Perceived service quality directly and significantly influences customer perceived value
(Zeithaml, 1988; Petrick & Bachman, 2002) and this relationship is positive (Andreassen
& Lindestad, 1998; Sweeney et al., 2001). This is also evident form research in different
service contexts. Banking (Hsu et al., 2006), mobile services (Turel & Serenko, 2006),
tourist destination (Wang et al., 2009). Also, Cronin et al. (2000) states that perceived

service quality is, generally, the best predictor of customer perceived value.

In the aspect of HE, student perceptions of technical quality and functional quality have
significant effects on value perceptions (Holdford & Reinders, 2001). Therefore, the
following hypothesis is proposed:

HI: Perceived higher education service quality has positive effect on student perceived

value.

Cronin et al. (2000) argue that service quality has a direct effect on customer loyalty. Kuo
(2003) points out that the service quality of the online community is positively related to
continuous use, referral, and repurchase. Thus, high service quality can lead to more
positive customer behavioral intentions. Similar conclusion was made in tourism services
(Lee et al., 2005), airline services (Chen, 2008), telecommunication services (Lai et al.,
2009), and heritage tourism services (Chen & Chen, 2010). As the relationship between
perceived service quality and re-purchase intention in the higher education aspect is

rarely researched, the following hypothesis is proposed:



H2: Perceived higher education service quality has a direct, positive and significant

effects on students repurchase intention.

Among the studies in the HE sector, studies in Indonesia (Roostika & Muthaly, 2008) and
Spain (Sanchez-Fernandez et al., 2010) reveal that customer perceived value influences

repurchase intention. Therefore, the hypothesis is proposed as follows:

H3: Student perceived value has a direct, positive and significant effect on student

repurchase intention.

Based on the literature review, the authors present the proposed conceptual model,

linking quality, value and behavioral intentions in HE (Figure 1).

Figure 1: Proposed Conceptual Model

Perceived
Service Quality

Repurchase
Itention

Customer
Perceived value

Source: Authors

RESEARCH METHODOLOGY

Sample and sampling procedure

To test the proposed hypotheses, a field research was conducted in Bosnia and
Herzegovina (University of Sarajevo, School of Economics and Business), and Croatia
(University of Rijeka, Faculty of Economics and Faculty of Tourism and Hospitality
Management). Research was conducted in 2011, using a structured questionnaire. In total,
735 questionnaires were collected. Because the T-test did not show a significant

difference between respondents coming from different countries, they will be treated as



one sample from now on. The research sample consists of full time students (96.7%) and
students attending the 3 year of undergraduate study (33.1%). Respondents are mostly
females (71.3%), 21 years old (27.9%) who have mostly finished professional high
schools (59.5%) and are living in families that have an average household income of

EUR 800 — 1,300 (41.8%).

Measures

The questionnaire was designed to gather empirical data from undergraduate students. It
included all concepts of the proposed conceptual model. In order to ensure content
validity, measures that had been used in previous studies were adopted. Perceived service
quality was measured with a modified SERVQUAL scale (Parasuraman et al., 1985;
1988), using 30 items. As there are differences between first level personnel types in
HEIs, items referring to the staff quality were formulated to separately evaluate the
quality of teaching and non-teaching staff. The second part included seven items for
measuring customer perceived value, adapted from Hansen et al. (2008). The third part
measured customer repurchase intentions. These items were adapted from Jones et al.
(2000) and Jones and Taylor (2007). All the aforementioned measures used a 7-point
Likert-type scale, anchored with “strongly disagree” (1) and “strongly agree” (7). The

fourth part of the questionnaire presented respondents’ demographic information.

FINDINGS AND DISCUSSION

Firstly, importance performance analysis was done to explore differences between
perceived and expected performances of different business school characteristics in

service quality. Analysis is presented in Table 1.



Table 1:

Importance-performance analysis of perceived service quality elements

Perceived /

Items Expected Difference
Pair 1 EFRI has up-to-date equipment 4,13 -2,236
School has to have up-to-date equipment. 6,37
Pair 2 EFRI has physical facilities that are visually appealing 4,23 -1,037
School’s physical facilities should be visually appealing. 5,26
Pair 3 EFRI faculty are well dressed and appear neat. 5,62 -0,56
School’s faculty should be well dressed and appear neat. 6,18
Pair 4 EFRI staff is well dressed and appear neat. 5,6 -0,485
School’s staff should be well dressed and appear neat. 6,09
The appearance of the physical facilities of EFRI is in keeping with
Pair 5 the type of services provided. 4,77 -1,005
The appearance of the physical facilities of School should be in
keeping with the type of services provided. 5,78
When EFRI promises to do something by a certain time, it does so.
Pair 6 R) 4,05 -2,561
When School promises to do something by a certain time, it should do
so. (R) 6,61
' When you have problems, EFRI is sympathetic and reassuring. 3,91 2386
Pair 7 When you have problems, School should be sympathetic and ’
reassuring. 6,3
Pairg _EFRILis dependable. 434 -2,045
School should be dependable. 6,39
Pair 9 EFRI provides its services at the time it promises to do so. (R) 5,49 -0,835
School should provide its services at the time it promises to do so. (R) 6,32
Pair  EFRI keeps its records accurately. (R) 4,69 -1,832
10 School should keep its records accurately. (R) 6,52
EFRI doesn’t tell students exactly when services will be performed.
Pair () (R) 4,42 0,328
11 It is not necessary for School to tell students exactly when services
will be performed. (-) (R) 4,09
Pair  You don’t receive prompt service from EFRI's faculty. (-) 4,54 0,56
12 It is not necessary to receive prompt service from School’s faculty. (-) 3,98
Pair  You don’t receive prompt service from EFRI's staff. (-) 4,31 0,293
13%* 1t is not necessary to receive prompt service from School’s staff. (-) 4,01
Pair  EFRI faculty is not always willing to help students. (-) 4,45 -1,021
14 School faculty is not always willing to help students. (-) 5,47
Pair  EFRI staff is not always willing to help students. (-)* 4,08 -1,555
15 School staff is not always willing to help students. (-)* 5,63
Pair  Employees of EFRI are too busy to respond to students requests 0,437
16 promptly.(-)(R) 4,06




Employees of School are too busy to respond to students requests

promptly.(-)(R) 3,62
Pair  You can trust efri faculty. 5,01 -1,323
17 You can trust School faculty. 6,33
Pair  You can trust EFRI staff.* 4,53 -1,571
18 You can trust School staff.* 6,1
Pair  You feel safe in your transactions with EFRI employees. 4,5 -1,819
19 You feel safe in your transactions with School’s employees. 6,32
Pair EFRI faculty is polite. 5,07 -1,504
20 School faculty is polite. 6,57
Pair ~ EFRI staff is polite.* 4,15 -2,472
21 School staff s polite. * 6,63
Pair EFRI Faculty gets adequate support from School to do their jobs well. 4,47 -1,816
22 Faculty gets adequate support from School to do their jobs well. 6,29
Pair  EFRI staff gets adequate support from School to do their jobs well. 4,49 -1,715
23 Staff gets adequate support from School to do their jobs well. 6,21
Pair  EFRI does not give you individual attention. (-) 3,73 -0,667
24 School does not give you individual attention. (-) 4,39
Pair  Faculty of EFRI does not give you personal attention. (-) 3,87 -0,808
25 School does not give you personal attention. (-) 4,68
Pair  EFRI staff does not give you personal attention. (-)* 3,92 -0,781
26 School staff does not give you personal attention. (-)* 4,7
Pair  Faculty of EFRI do not know what your needs are. (-) 4,33 0,093
27** Faculty of School do not know what your needs are. (-) 4,24
Pair _EFRI staff do not know what your needs are. (-)* 4,02 -0,195
28% School staff do not know what your needs are. (-)* 4,22
Pair  EFRI does not have your best interest at heart. (-) 4,34 -1,213
29 School does not have your best interest at heart. (-) 5,56
. EFRI does not have operating hours convenient to all their students.
Psa(;r Q®) 493 0,557
School does not have operating hours convenient to all their students. ’
() (R) 4,38

Notes: (-) Items were coded in reverse; * Items added to the original scale; (R) Items were removed in
further analysis due to the poor loadings in EFA;

** Pair 27 and Pair 28 difference is not statistically significant; Pair 13 difference is statistically significant
at p<0.05; All other pairs have differences statistically significant at p<0,001.

Source: Authors

Notable difference between different pairs is present. Biggest difference is present in item
School staff is polite, and smallest difference is present in item Faculty of school do not

know what your needs are. Generally perception is lower than expected values.



Subsequent, data analysis was conducted in two stages. First, factor analysis was
performed on perceived service quality items to identify the main dimensions of the
concept. The second stage was conducted by developing a measurement model. Also,
multivariate regression analysis was conducted in order to test proposed hypotheses. The

data were analyzed using the statistical software SPSS 20.0 and LISREL 8.80.

The first step of analysis focused on perceived service quality and an examination of its
dimensions through exploratory and confirmatory factor analysis. Results are presented in
Appendix 1 and Table 2. Exploratory factor analysis using oblimin rotation with Kaiser
normalization was conducted, and a five-dimensional structure is noted. The KMO
measure of sampling adequacy and the Bartlett test of sphericity are above the accepted
level of 0.7 and significant, respectively.. Some items from the original scale were
excluded due to high cross-loadings and low communalities. Five factors account for

69.74 % of total variance in the results.

Results obtained for perceived service quality indicate similarity with the proposed
SERVQUAL scale dimensions. However, specificities in item loadings are observed:
what is regarded as two factors in the original scale (responsiveness and reliability) is one
factor according to our results, and what is regarded as one factor in the original scale
(tangibles) is now split into two factors. The factors obtained are labeled as: assurance,
empathy, responsiveness and reliability, tangibles-hardware and tangibles-contact
personnel. Cronbach’s alphas for all dimensions have acceptable values. Sohail & Shaikh
(2004) state that "contact personnel" (interpreted as faculty and staff at HEIs) represents

the factor of highest influence in students’ evaluation of service quality.

Confirmatory factor analysis was then performed conceptualizing SERVQUAL scale as a
reflective-reflective second-order model (Parasuraman, Zeithaml & Malhotra, 2005).

Goodness-of-fit statistics indicate mediocre fit (Diamantopoulos & Siguaw, 2000).

The reliability and validity of items was also analyzed. Composite reliability (CR), as
well as average variance extracted (AVE), for each dimension of service quality was
calculated (Table 4). Results indicate that values are above the acceptable level of 0.6 for
composite reliability (Bagozzi & Yi, 1988 in Diamantopoulos & Siguaw, 2000), and

above 0.5 for average variance extracted (Fornell & Larcker, 1981). Convergent validity



is also assessed. According to Anderson and Gerbing’s (1988) criterion, all t-values are
statistically significant indicating that convergent validity for individual indicators exists
(Table 2). Also, all AVE’s for latent constructs are over the 0.5 criterion (MacKenzie,

Podsakoftf & Podsakoff, 2011), once again indicating convergent validity.

Table 2: Confirmatory factor analysis for perceived service quality

Codes Items Loadings t-value
Assurance
V21 Polite non-teaching staff 0.678 18.227
V18 Trustful non-teaching staff 0.783 21.274
V23 Adequate job support for non-teaching staff 0.753 20.391
V19 Feeling safe with transactions with staff 0.734 19.834
V22 Adequate job support for teaching staff 0.757 20.523
V7 Sympathetic and reassuring faculty management 0.736 fixed
V20 Polite teaching staff 0.794 21.608
V17 Trustful teaching staff 0.782 17.237
V8 Dependable faculty 0.749 20.269
Empathy
V25 Teaching staff provides personal attention 0.827 27.339
V24 Faculty provides personal attention 0.847 fixed
V26 Non-teaching staff provides personal attention 0.820 26.650
V27 Teaching staff knows students’ needs 0.785 25.217
V28 Non-teaching staff knows students’ needs 0.769 24.410
V29 Best interest at heart 0.712 21.878

Responsiveness and reliability

V13 Receiving prompt service from non-teaching staff 0.851 24.452
V12 Receiving prompt service from teaching staff 0.820 fixed
V15 Willingness to help students (non-teaching staff) 0.686 19.230
Vi4 Willingness to help students (teaching staff) 0.713 20.134
Tangibles-hardware
V2 Visually appealing physical facilities 0.856 19.194
Vi Up-to-date equipment 0.749 fixed
V5 Appearance of physical facilities 0.654 16.315

Tangibles-contact personnel

V3 Well dressed and neat teaching staff 0.912 fixed




Codes Items Loadings t-value

V4 Well dressed and neat non-teaching staff 0.881 22.186

Note: Goodness-of-fit statistics: x2 = 2798, df = 247, CFI = 0.928, NNFI = 0.919

Source: Authors

Customer perceived value, as well as customer repurchases intention, was also tested. We
applied exploratory and confirmatory factor analyses with principal components analysis
and oblimin rotation on these two constructs (Appendix 2 and Table 3). The KMO
measure and the Bartlett test exhibit adequate values. Some of the factors from the
original scale were dropped due to high cross-loadings. These two factors account for
76.33 % of total variance in the results. Furthermore, Cronbach’s alpha reliability of the
factors is at an acceptable level following the suggestion of Kline (2000), who claimed
that values below 0.7 are acceptable due to the diversity of measured constructs.

Convergent validity is present as t-values are all above 8.668.

Table 3: Confirmatory factor analysis for customer perceived value and repurchase

intention

Code Items Loadings t-value
CPV1 My relationship to school is very beneficial to me 0.780 fixed

CPV3  Itis more valuable to me to study at school than with other schools 0.758 22.047
CPV4 I consider it very advantageous to be a student of school 0.943 28.496
CPV6  Asastudent of school I get more value for money 0.851 25.505
RI1 I will probably use services of the school again 0.510 8.688

RI2 I intend to repurchase services from school again in the future 0.891 fixed

Note: Goodness-of-fit statistics indicates mediocre fit as indices are following: x2 =2973, df = 384, CFI =
0.942, NNFI = 0.934

Source: Authors



Table 4: Reliability and validity analysis for perceived service quality, customer

perceived value and repurchase intention

Cronbach’s Composite Average variance
alpha reliability (p.) extracted (p,)

Assurance 0.920 0.921 0.505
Empathy 0.910 0911 0.631
Responsiveness and 0.891 0.854 0.595
reliability

Tangibles-hardware 0.852 0.805 0.583
Tangibles-contact personnel 0.777 0.892 0.805
Customer perceived value 0.898 0.902 0.699
Repurchase intention 0.614 0.675 0.527

Source: Authors

Discriminant validity is assessed with latent constructs intercorrelations (MacKenzie,
Podsakoff & Podsakoff, 2011). According to this criterion, low to moderate correlation is
considered as evidence of discriminant validity. It is evident from Appendix 3 that, for all
constructs that are used, low to moderate intercorrelation is present and that all
correlations are below 0.71, indicating that discriminant validity is present. Discriminant
validity was also tested with chi-square difference tests between pairs of latent constructs
(MacKenzie, Podsakoff & Podsakoff, 2011, p. 324). This test also demonstrated high

discriminant validity across the five tested dimensions.

Next stage of analysis was applying multivariate regression analysis. Different multiple
regressions were used where dependent variables were customer perceived value (Model
1 and Model 3) and repurchase intention (Model 2). Results are presented in the
following table (Table 5).



Table 5. Results of multiple regression analysis

Independent Model 1° Model 2°

variables B beta t-value B beta t-value
Constant 1.598 (0.277) 5.771%** 2.941 (0.283) 10.398***
Assurance 0.264 (0.047) 0.203 5.633%** 0.101 (0.048) 0.085 2.108**
Empathy -0.076 (0.029)  -0.073 -2.611%* -0.012 (0.030) -0.012 -0.386
Responsiveness 0.016 (0.033) 0.014 0.479 0.108 (0.034) 0.108 3.198%*
and reliability

Tangibles- 0.342 (0.036) 0.299 9.385%** 0.053 (0.037) 0.051 1.428
hardware

Tangibles-contact 0.120 (0.040) 0.094 3.009%* 0.171 (0.041) 0.147 4.210%**
personnel

R’ 0.277 0.088

R2 (adj) 0.274 0.083

F 82.024%** 20.452%%%

Table 5. Results of multiple regression analysis (continued)

Independent Model 3°
variables
B beta t-value
Constant 2.170 (0.157) 13.787
.Repur.chase 0.493 (0.030) 0.445 16.275%**
intention
R’ 0.198
R’ (adj) 0.198
F 264.881***

Note: a, c- Dependent variable: Customer perceived value, b- Dependent variable: Repurchase intention;

***p<0.01,* *p<0.05, *p<0.10; Standard errors are given in parenthesis.
Source: Authors

The results (Table 5) confirm positive relationships between variables in the conceptual

model. The relationship between perceived service quality dimensions and customer

perceived value is for three variables (Assurance, Tangibles-hardware, Tangibles-contact

personnel) statistically significant and positive on customer perceived value. While, one

independent variable (Empathy) has negative but statistically significant influence on

customer perceived value. The strongest influence on customer perceived value has



Tangibles-hardware (f=0.299). Thus we can say that Hypothesis 1 has been confirmed.
Also, the relationship between perceived service quality dimensions and repurchase
intentions is for three variables (Assurance, Responsiveness and reliability, Tangibles-
contact personnel) statistically significant and positive on customer perceived value. The
strongest influence on repurchase intentions has Tangibles-contact personnel (f=0.147).
This result supports Hypothesis 2. The results also show that customer perceived value
has a significant and positive effect on repurchase intentions (f=0.445), supporting

Hypothesis 3.

CONCLUSION, LIMITATIONS AND FURTHER RESEARCH

The results indicate that perceived service quality and its dimensions are predictor of both
perceived value (H1) and repurchase intention (H2), while customer perceived value
significantly influences repurchase intention (H3). Hence, the proposed conceptual model
was proven. This research is the first of its kind conducted in HE in SEE. The results may
broaden the knowledge on the relationship between perceived service quality, customer
perceived value and repurchase intention in an HE context, and are suitable for broader

international comparisons.

In HE students’ perceived service quality as well as their perceived value is found to be
important in students’ repurchase intention. Thus, HE institutions need to seek ways of
increasing students’ perceptions of quality and value of the educational experience in
order to increase probability that students will recommend their faculty as well as
continue their education at the same institution. So, HEIs should try to provide added
value and improve all elements of service quality that are proven to have significant

difference between perceived and expected quality.

This research has treated perceived service quality from the students’ perspective. Future
research could be directed to investigate perceived service quality from the perspective of
the business environment, but also from the perspective of higher education service
providers (HEI). This would allow a comparison of the expectations coming from

different stakeholder groups



The limitation of the study is in the fact that generalization of the results is questionable,
especially because it is context limited to the countries where research has been

conducted. In addition to that, the respondents in the present research were local students.
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APPENDIX

Appendix 1: Exploratory factor analysis for perceived service quality

Items

Assurance

Empathy

EFA - Factors

Responsivene
ss and

reliability

Tangibles- Tangibles-
hardware contact

personnel

Polite non-teaching staff

0.813

Trustful non-teaching staff

0.796

Adequate job support for non-teaching staff

0.643

Feeling safe with transactions with staff

0.592

Adequate job support for teaching staff

0.568

Sympathetic and reassuring faculty management

0.529

Polite teaching staff

0.528

Trustful teaching staff

0.508

Dependable faculty

0.478

Teaching staff provides personal attention

-0.929

Faculty provides personal attention

-0.894

Non-teaching staff provides personal attention

-0.763

Teaching staff knows students’ needs

-0.638

Non-teaching staff knows students’ needs

-0.535

Best interest at heart

-0.431

Receiving prompt service from non-teaching staff

0.832

Receiving prompt service from teaching staff

0.786

Willingness to help students (non-teaching staff)

0.588

Willingness to help students (teaching staff)

0.545

Visually appealing physical facilities

0.944

Up-to-date equipment

0.661

Appearance of physical facilities

0.561

Well dressed and neat teaching staff

-0.843

Well dressed and neat non-teaching staff

-0.709

Source: Authors



Appendix 2: Exploratory factor analysis for customer perceived value and repurchase

intention
Items Customer Repurchase
perceived intention
value
My relationship to school is very beneficial to me 0.780
It is more valuable to me to study at school than with other schools 0.858
I consider it very advantageous to be a student of school 0.951
As a student of school I get more value for money 0.911
I will probably use services of the school again 0.946
I intend to repurchase services from school again in the future 0.762
Source: Authors
Appendix 3: Correlations among analyzed constructs
Latent constructs Perceived service quality Customer  Repurchase
Assurance  Empathy  Responsiveness  Tangibles- Tangibles- perceived Intention
and reliability hardware contact value
personnel
Perceived  Assurance 1.000
service Empathy 0.632 1.000
quality Responsiveness 0.552 0.694 1.000
and reliability
Tangibles- 0.636 0.352 0.322 1.000
hardware
Tangibles- 0.589 0.300 0.380 0.553 1.000
contact
personnel
Customer Perceived Value 0.469 0.338 0.244 0.529 0.364 1.000
Repurchase Intention 0.378 0.230 0.246 0.290 0.322 0.553 1.000

Source: Authors
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