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Abstract: Purpose – Factors affecting international student satisfaction and loyalty are 

crucial for higher learning institutions of Malaysia as the country wants to become a global 

education hub. The purpose of this paper is to determine the most contributing factors 

affecting the level of international student satisfaction and how these factors affect loy-

alty of the students. These factors are academic issues, economic considerations, image 

and prestige and infrastructure of the university. The study involved the same research in 

Australia in order to compare situations in these two nations. 

Methodology – A structured questionnaire was used to collect data to determine the sig-

nificant factors affecting the level of satisfaction and loyalty of international students of 

Malaysian and Australian public universities. 
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Findings – The primary results demonstrated that towards international students, academ-

ic issues and economic considerations are more important than rest of two other factors in 

Malaysia where in Australia image and prestige are quite significant.

Value – This study contributes to the research of Malaysian educational field and research 

of Malaysia as a global educational hub as it involves comparison with a developed country 

like Australia.

Keywords- Student satisfaction, loyalty, higher learning institutions, academic issues, eco-

nomic considerations

1. Introduction

An emerging source of foreign exchange earning can be Malaysia’s ever 

growing and advancing education sector. The country is earning foreign ex-

change from this segment. And it can earn more from this if it patronages the 

sector. The global demand for international higher education may increase 

to more than 3.5 million by 2025 (Wilkins, Balakrishnan & Huisman, 2012). In 

another study, it is mentioned that the demand for international higher edu-

cation may increase from 1.8 million customers to 7.2 million by 2025 where 

Malaysia, India and China represent 70% of this growth (Shahzad et al., 2016).

Malaysian education is well standard but needs to improve further. 

The international demand for higher education will increase dramatically 

with both opportunities and challenges to higher education institutions all 

around the world (Arambewela & Hall, 2009). Malaysia is trying to become 

a regional centre for educational hub (Jalali, 2011).

Though everything is positive for Malaysian education there remain 

some negative facts. Excluding the international students coming to Ma-

laysia, even the Malaysian students are seeking educational services in 

other countries despite the industry efforts in developing educational 

infrastructure (Sohail and Saeed, 2003). Once in Malaysia National Ac-

creditation Body rejected 40 programs of private universities because 

of poor course configuration (Bakar, 2004). Further Rajah and Nadarajah 
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(2000) mentioned, “Don’t be surprised if a student takes one of you to 

court for not teaching properly.” In these days the fact is students can-

not wait for any change to take place rather they try to find channels to 

give their complains (Jalali, 2011).

In most of the education institutions of Malaysia, staffs are not aware of 

their customer demand or the demand of students, though the authority is 

concerned (Kanij, Abdul Malek and Wallace, 1999).

In several Malaysian universities the international post graduate students 

have negative perception about the quality of education. The result of dis-

satisfaction occurs because the expectations of the students are not met 

by the universities regarding the quality of education (Shahzad et al., 2016).

Hence arises, the importance of international student satisfaction and 

their loyalty behaviour. The more satisfied the international students are 

the more they will spread good words of mouth and the more students from 

abroad will come. It will be just like the pull strategy of marketing rather the 

push strategy. In service marketing pull strategy can be more effective as 

it will call for services from the customers or consumers rather pushing 

the services from the institutions. In education this strategy will work best. 

The international students of Malaysia themselves can become good ad-

vertisement source and at the same time the country will prosper one step 

ahead by improving the service quality of education (Carter and Yeo, 2016).

Therefore the factors that affect international student satisfaction and 

loyalty have great value to find out. Previous researches on Malaysian edu-

cation mainly focused on specific issues but did not include all significant 

factors together in the same research and thus the overall picture is not 

clear regarding which factors are most contributing for international stu-

dent satisfaction and loyalty. Again most studies are concentrated on lo-

cal students rather than international students. Hence, the research em-

phasized in determination of the factors affecting the level of international 

student satisfaction and it measures how it affects their loyalty in Malaysia 

(Shahzad et al., 2016). Therefore the factors that affect international student 
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satisfaction and loyalty have great value to find out. Again if it is possible 

to compare this with a developed nation like Australia, deeper information 

will be gained in order to find some common issues to compete and some 

uncommon issues to convert into competitive advantages. Australia is not 

only a highly developed country but also the country has achieved third 

position in the world for its high quality university education in the ranking 

of University World News (Kerry, 2008).

Therefore the research emphasized in determination of the factors af-

fecting the levels of international student satisfaction and it measured how 

it affected their loyalty in both countries Malaysia and Australia. Afterwards 

the study compared the results gained from two different data sets.

2. Context of this study

The study suggests the basic dimensions of the satisfaction and loyalty 

behaviour of international students of Malaysian universities and which 

sectors need to improve, change or maintain and what are the other facili-

ties can be added for them to enhance their satisfaction. In order to get this 

information, this study has included public universities of Malaysia. After 

the independence of Malaysia, Ministry of Education converted the old sys-

tem into a new unified national education system. It focused on economic 

progress, national aspiration and technological development (Education in 

Malaysia, 2001). The objectives of higher education may include: 1. Advan-

cing national integration; 2. Meeting the demand of high level manpower; 3. 

Improving modern proficiency and technology. Many higher learning insti-

tutions from USA, Canada, UK, Australia, France, Germany and New Zealand 

have offered franchised degree programs with Malaysian higher education 

institutions (Ministry of Higher Education (MOHE), 2010). According to uni-

versitymalaysia.net, Malaysia has become a lucrative study destination 

because of its international reputation and world standard education orga-
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nism. There are 50,000 international students who have come to Malaysia 

from more than 100 countries. They are studying in different education ins-

titutions like schools, colleges, private and public universities, foreign uni-

versities branch campuses. Including short-term and professional courses, 

diplomas, bachelor degree and other post-graduate studies such as mas-

ter’s degrees or doctoral degrees, they have enrolled (Carter and Yeo, 2016).

But influencing knowledge of the students positively is not the only 

goal of educational institutions rather they should enhance students’ total 

development (Astin, 1993). In order to do so education institutions should 

continuously collect information about student satisfaction, which is men-

tioned as an ‘ever present campus variable’ by many authors (Betz, Menn, 

Starr & Klingensmith, 1971). It is also mentioned as key outcome of edu-

cation (Astin, 1993) or ‘quality enhancement tool’, (Harvey, Plimmer, Moon 

&Geall, 1997). Sometimes decision makers think whatever the services 

they provide students will be satisfied. But this is not the case at all. Stu-

dent satisfaction specially, international student satisfaction is a vital issue. 

If the students are not satisfied they will be de-motivated in study.  The after 

effect will be serious. The unsatisfied foreign students will not only spread 

bad words of mouth about any university rather they will negatively ad-

vertise the country. In this way not only education sector but also tourism 

sector will be hampered badly and overall international image of Malaysia 

will be damaged. Thus international student satisfaction and their loyalty 

behaviour should be monitored and universities should work accordingly. 

Based on some research papers, facts may include some kind of dissatis-

faction among the foreign students in Malaysia. In this group of dissatisfied 

international students, some students are quite aggressive and spread bad 

words of mouth about specific institutes or even about the country and are 

searching for other university or country to switch; some of them are trying 

to solve problems by complaining or in other ways and on the other hand, 

some students are just neutral in their actions but still dissatisfied. This is 

a big problem for the education industry of the country and its international 
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image. Thus in order to solve this problem, decision makers or the authority 

must learn which factors play the contributing roles to satisfy foreign stu-

dents of Malaysia and ultimately impact on their loyalty behaviour.

Adjustment of the foreign students in another country can be another 

reason of dissatisfaction. Black and Gregersen (1991) define adjustment as 

the degree of any person’s physiological adaptation and comfort in a new 

setting. Studying in a foreign country can be stressful and it requires diffe-

rent types of adjustments. Dissatisfaction may originate from failure in pro-

per adjustment. Adjustment can vary from culture to culture and country 

to country. Another significant issue is that the adjustment should take 

place in different universities differently in the same country. Thus adap-

tation or adjustment in a specific university of foreign country is also im-

portant (Carter and Yeo, 2016).

Many students are quite comfortable in the institutions of their own coun-

tries but face difficult problems in the whole new environment of an institute 

in the foreign land. The differences may include communication system, 

infrastructure, socio-economic situation, teacher-student relationships, 

relationships between and among other foreign and local students (Sheka-

rchizadeh et al., 2011).  According to Ham (2003), dissatisfaction of foreign 

students may cause several consequences like, 1. It will hamper the inten-

tion of repurchase or international student loyalty; 2. Foreign students will 

not recommend the university to others who seek advice from them; 3. It 

may cause switching from one university to another (Shahzad et al., 2016).

Every organization seeks loyal customers which can be gained through 

by customer satisfaction. Customer satisfaction for any institution is as 

important as air for human life (Jalali, 2011). Service industry is spreading 

and advancing at a very high rate. Thus this industry has become more 

competitive than ever before. As a result consumers of services, their 

preferences and their satisfaction have become very crucial for the suc-

cess of the companies and institutions involved in the industry (Carlborg, 

Kindström & Kowalkowski, 2014). Among the sectors of services education 
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service has great value. Higher education sector has become increasingly 

competitive as local and foreign students are more concerned than before 

and they expect to fund for themselves for their study (Angell et al, 2008). 

Therefore student satisfaction is a crucial issue in this industry. In this edu-

cation industry it has become very difficult to create competitive advan-

tages (Cubillo-Pinilla et al, 2009). Educational institutions are searching 

new ways to create point of difference and competitive advantages as the 

domestic and international demand and competition have increased (Rasli 

and Naim, 2005). In order to retain tuition based returns, measuring ser-

vice quality and student satisfaction are two essentials (Angell et al, 2008). 

At last as per the theory of service another most vital issue is experience 

based out come from where it is clear that the service quality should be 

ensured and it should fulfil the requirements of the consumers and only 

then the outcome will be up to the mark(Wu, Yeh & Woodside, 2014). The-

refore in order to get good quality students, education quality should be 

ensured as per the demand and only by their satisfaction their quality can 

be ensured. All the relevant researches are mostly conducted in western 

countries hence the results are quite different from Malaysia. To get better 

insight of the situation, here a comparison is entailed. As Australian educa-

tion system is quite comparable with that of Malaysia and as the country 

Australia has achieved a great place in international education thus this re-

search involved Australia for comparison.

3. Theoretical discussion

In the theory of customer satisfaction it is mentioned that every customer 

or consumer has a level of expectation related with any product or service. 

If any company or institute can meet the expectation of its customers or 

consumers they will be satisfied. If it fails to do so then the customers will 

be disappointed and unsatisfied. If the company can provide more than 

their expectation the customers will be delighted (Kotler & Armstrong, 
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2001). In today’s competitive world one of the major intentions of compa-

nies is to delight their customers.

Beside customer satisfaction customer loyalty should be analyzed. Ac-

cording to Anderson (1998), there is significant relationship between sa-

tisfaction and loyalty where dissatisfied customers conduct more disloyal 

behaviour than satisfied customers.  Satisfied customers have intention to 

recommend the product or service to others and re-purchase the same 

brand of product or service or re-purchase it from the same company 

or service provider (Wiedemann and Anderson, 1985). If a customer has 

a good experience with any product or service he or she will be encouraged 

to share his/her experience or satisfaction to other people (Parasuraman 

et al, 1991; Stauss and Neuhaus, 1997; Pizam and Ellis, 1999). It is clear that 

there is significant positive relationship between customer satisfaction 

and loyalty (Najib et al, 2011).

3.1 Academic issues and student satisfaction and loyalty

Based on the requirements of students teaching guidelines and materials 

should be fixed. Thus good teaching is essential to satisfy any student and 

meet his or her basic needs and demands. Certain vital matters help a stu-

dent to define the quality of education of any institution. All these can be va-

rieties of courses with world class syllabus, promptness of admission office 

etc. In this case at first any student or foreign student searches whether the 

specific university has any suitable program same or relevant according 

to his or her expectation. Another major thing is international students try 

to find information about the standard of education, whether it is up to the 

mark or not and whether it is comparable with the world standard or not. 

Thus this sector should be given great value to improve its efficiency to 

make the students satisfied and loyal (Jalali, 2011).

Students come to any university after they can gain enough positive in-

formation about the education quality of that institute. On the other hand, 
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it can be said that the first and foremost goal of students is to get good 

quality or well standard education (Kamal et al., 2010). 

According to Chen, Haiso and Lee (2005), student loyalty is very much 

affected by academic activities, knowledgeable faculty and specialized 

courses. Here student expectation includes faculty members to im-

prove the knowledge of the students, faculty professional expertise and 

their ability to demonstrate.   

From the above discussion several hypothesis can be made like:

H: Academic issues have positive influence on international student 

satisfaction

H: Academic issues have direct positive influence on student loyalty 

behaviour

H: Student satisfaction has mediating effect between academic issues 

and student loyalty behaviour

3.2 Economic considerations and student satisfaction 
and loyalty

International students select universities based on the availability of fund 

or it can be said that fund becomes a major contributing factor of their 

university selection decision and satisfaction. Funding is also important 

to retain the students. Fund can come from different sources and in diffe-

rent forms. It can be scholarships from any university or outside sources 

or there can be working facilities provided by the universities with expec-

ted salary. Sometimes students are also concerned about the full free stu-

dentship or some kinds of concession on their fees. All these information 

are important to any new comer  (Abe et al., 1998).

Economic considerations, casual jobs, cost of living are directly involved 

in the macro level of economic factors. These can affect in a great deal in the 

satisfaction level of any international student. These are more difficult and 
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uncontrollable variables for foreign students, rather than local students as 

foreign students live in an unfamiliar environment (Arambewela & Hall, 2009). 

Students with funding needs do not move from their country at under 

graduate level. These types of students are found generally at Masters and 

PhD programs. Thus these students try to get information regarding the 

funding facilities of individual universities. Based on this issue they choose 

educational institution and sometimes destination country (Burke, 1986). 

Based on the mentioned literatures few hypotheses can be made and 

these are:

H: Economic considerations have positive influence on international 

student satisfaction

H: Economic considerations have direct positive influence on student 

loyalty behaviour

H: Student satisfaction has mediating effect between economic consi-

derations and student loyalty behaviour

3.3 Image and prestige and student satisfaction and 
loyalty

Image and prestige issue is more important to any foreign student than 

a local student. Generally foreign students take or try to take admission in 

those universities which are more renowned and famous. It can be mea-

sured in three different dimensions. Image and prestige may vary in the 

host country, home country or in the world as a whole. Any foreign student 

values image and prestige of any educational institutions in which he or she 

wants to study. After that the student may be concerned about the image 

of that particular university in its home country and international ranking or 

brand image also play great role in the level of satisfaction of the internatio-

nal students and it ultimate affects their loyalty (Arambewela, 2008).

As image and prestige of any university can create better career op-

portunities for the students thus it is very crucial for international stu-
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dents especially for the post graduate students. But gaining image and 

prestige internationally as an educational institution is not an easy task. 

It requires great commitment, excellent delivery of education and quality 

research.  Only because of image and prestige any student can choose 

the same institute if there is any possibility of further study (Arambewe-

la & Hall, 2009). Thus image and prestige have significant impact on the 

international student loyalty behaviour. 

Great emphasis should be given on this issue as it not only af-

fects the level of satisfaction of foreign students but also seriously in-

fluences their choice of educational institutions or university and some-

times their study destination (Mullins et al. 1995). 

The retention of current students and attraction of potential students 

depend greatly on the image of any university (Arambewela & Hall, 2009).

According to the literatures several hypotheses which can be made are:

H: Image and prestige have positive influence on international student 

satisfaction

H: Image and prestige have direct positive influence on student loyalty 

behaviour

H: Student satisfaction has mediating effect between image plus pres-

tige and student loyalty behaviour

3.4 Infrastructure and student satisfaction and loyalty

The environment in which students study and the surrounding of univer-

sity must be seriously considered. In physical environment there are cer-

tain factors such as lighting, layout, appearance of building, classrooms, 

and overall cleanliness all these are important for student satisfaction and 

allegiance (Jalali, 2011). The infrastructure, its appropriateness and even 

the attractiveness are also important to any student especially to a fo-

reign student. Thus uses of modern equipment and technology, visually 

appealing physical facilities, visually appealing materials etc. all are contri-
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buting factors in the concern of student satisfaction and loyalty (Sheka-

rchizadeh et al., 2011). 

Student satisfaction depends on various types of factors. It may start 

from the lecturers to other services or facilities. In these services and 

facilities two forces can be mentioned like, technology access to com-

puter facilities, availability of modern facilities. IT and other related ser-

vices or facilities should be advanced and up to date to quench the 

thirst of modernization need of students. Universities should understand 

the expectations of students regarding appropriate learning environ-

ment (Arambewela & Hall, 2009).

The importance of library to the academicians, students and all re-

search fellows is great. Thus in the determination of international student 

satisfaction level, library facilities should be asked to confirm the adequacy 

and quality of this service. Here two key factors may include the quality and 

the quantity of books. Availability of required text books and other suppor-

tive books are very critical on which student satisfaction can be enhanced 

or totally damaged (Kiran, 2010).

Residential requirement is regarded as an essential element provided 

by universities to satisfy the students. To achieve social solidity student 

housing should be well planned and well standard which will facilitate desi-

rable educational outcomes from the students (Hassanain, 2008). 

International students expect comfortable accommodation facility 

should be provided by universities at reasonable cost. Here another impor-

tant point is that students expect this sort of accommodation should be pro-

vided by the universities whenever it is needed(Arambewela & Hall, 2009). 

As per the related literatures the hypotheses those can be made are:

H: Infrastructure has positive influence on international student satisfaction

H: Infrastructure has direct positive influence on student loyalty behaviour

H: Student satisfaction has mediating effect between infrastructure and 

student loyalty behaviour
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3.5 Relationship between Student Satisfaction and 
Student Loyalty

As the students are treated as consumers therefore the relationship 

between consumer satisfaction and consumer loyalty can be discussed 

here. Now a days it is very easy for the customers to switch as there 

are lots of options they can do it with minimum effort and cost. Most of 

the cases it is easier to satisfy the current customers rather to gain 

new customers (Kotler & Armstrong, 2001).

Customer satisfaction can be the minimum goal but not the ultimate 

one as more than this can be required sometimes. Customers should be 

delighted thus the service providers should give them more than their ex-

pectation. In this way over satisfied customers are needed to build loyalty.

Shekarchizadeh et al. (2011) has developed a model where it is clear that 

there is strong relationship between customer satisfaction and customer 

loyalty. Here company image and service quality affect customer satisfac-

tion and customer satisfaction creates customer loyalty.

Therefore from the discussion the hypothesis can be made:

H: International student satisfaction has positive influence on student 

loyalty 

3.6 Effect of country of origin

In order to get deeper and rich information about the issue that is the fac-

tors affecting international student satisfaction towards loyalty behaviour 

can be compared between a developing country Malaysia with that of a de-

veloped nation Australia. Therefore the hypothesis is: 

H: Country of origin (Malaysia/Australia) has moderating effect on inter-

national student satisfaction towards loyalty
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3.7 Summary of the hypothesis

H1: Academic issues have positive influence on international student sa-

tisfaction

H2: Economic considerations have positive influence on international 

student satisfaction

H3: University image and prestige have positive influence on internatio-

nal student satisfaction

H4: University infrastructure has positive influence on international stu-

dent satisfaction

H5: International student satisfaction has positive influence on student 

loyalty 

H6: Academic issues have direct positive influence on student loyalty 

H7: Student satisfaction has mediating effect between academic issues 

and student loyalty 

H8: Economic consideration has direct positive influence on student 

loyalty 

H9: Student satisfaction has mediating effect between economic consi-

deration and student loyalty 

H10: Image and prestige have direct positive influence on student loyalty 

H11: Student satisfaction has mediating effect between image plus 

prestige and student loyalty 

H12: Infrastructure has direct positive influence on student loyalty 

H13: Student satisfaction has mediating effect between infrastructure 

and student loyalty 

H14: Country of origin (Malaysia/Australia) has moderating effect on in-

ternational student satisfaction towards loyalty 
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4. Methodology

The study was conducted from 2012 to 2016. Quantitative techniques are 

followed in modelling the analysis of the data. Data collection of the study 

is done through survey method. The research design is appropriate for this 

study for two reasons. First, it is difficult for the researchers to manipulate 

the variables (Emory and Cooper, 1991). Second, respondents cannot be 

easily assigned to treatment and control groups, as they are assigned in 

experimental studies. 

Survey method for data collection and structural equation modelling for 

data analysis are well established and well accepted in the field of business 

and marketing. According to Malhotra (1999) to obtain accurate and com-

plete information about the research problem, questionnaire is the most 

formalized tool. In addition survey method is the appropriate approach to 

examine the research hypotheses. The questionnaire has achieved the ob-

jectives of the study. With the help of this questionnaire information regar-

ding the factors that affect international student satisfaction is gained and 

at the same time how their satisfaction affects their loyalty behaviour is 

focused.

Here random sampling is used to select the samples. Other than some 

sampling methods, random sampling has greater probability of obtaining 

a well representative sample.  In random sampling method all elements in 

the selected population have an equal chance of being selected for the stu-

dy (Gay and Airasian, 2003). Since the objectives of the study are to answer 

research questions that are related to a subgroup within the population, 

thus stratification technique is suitable for the current study. In 20 public 

universities questionnaires were distributed to the international students 

in Malaysia and Australia. 

For the basic constructs and the variables as a whole, the questions of 

the study are derived from the literatures and the existing theories. Lascu, 

Ashworth, Gies and Omar (1995) argued that if numerical scales exceed 
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5-point scale then it can be very complex for the respondents to make 

their judgement about a particular statement. Thus, in this study 5-point 

likert scale is used to measure the responses of the questions. The scale 

includes 5 different levels of responses like: 1- Strongly Disagree; 2- Disa-

gree; 3- Neutral/Not Sure, 4- Agree, 5- Strongly Agree.  

In this study exploratory factor analysis, confirmatory factor analysis 

and structural equation modelling were used to analyze data. Here the sam-

pling units are the international students that study in different Malaysian 

and Australian universities. In this descriptive analysis, means, standards 

deviations, frequency distribution, and percentages etc. are included. Ex-

ploratory factor analysis measures the relationships of certain variables 

which affect the satisfaction of foreign students here. One variable can 

be treated as significant within one factor if the factor loading is greater 

than 0.5 and an eigenvalue equal to or greater than 1.0 Cronbach’s alpha 

coefficient is used to test the reliability of the scale. CFA uses multivariate 

technique in order to confirm hypothesis or pre-determined relationships 

and it measures the significance level of any independent variable on the 

dependent variables (Hair et al., 2010). Before proceeding towards CFA 

there are certain essential tests to conduct. These may include correlation 

or communalities test, KMO and Barlett’s test of adequacy. It may extend 

further to goodness of fit index, results of chi-square, degrees of freedom, 

p-value, reports of CMIN, Root-Mean Square Analysis (RMSEA), Compara-

tive Fit Index (CFI) and Normed Fit Index (NFI), Tucker-Lewis Index (TLI) or 

non-normed fit index etc.  Overall fit of data, content validity, convergent 

validity, discriminant validity, unidimensionality analysis, and reliability are 

essential to evaluate the adequacy of measurement model. It can be en-

sured by content validity that the measure includes representative set of 

items which describes the concept and also its adequacy.

In order to test the reliability of the scale Cronbach’s alpha coefficient 

is used. The lower limit for Cronbach’s alpha coefficient is .60 - .70 gene-

rally (Hair et.al, 1998). Further, to test the construct validity confirmatory 
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factor analysis along with structural equation modelling is used. In social 

sciences SEM has become the most popular technique for data ana-

lysis (Hooper et al., 2008).

In this study, SEM is used to determine whether the estimated popula-

tion covariance matrix of the research model is consistent with the sample 

or observed covariance matrix. If the model is adequate the parameter is 

able to estimate the regression coefficients, variances. The covariance 

produces an estimated matrix which is closed to the sample covariance 

matrix. Here overall closeness is evaluated primarily by various fit indices.

5. Results and discussion

It is clear that international students who study in Malaysia are quite com-

parable regarding gender. The percentage of male was 53.3% and that of 

their counterpart female was 46.7%. The study involved post graduate 

international students but majority of them was within 20- 29 years old 

but still 7% of them have fallen within the group of 50 years and above. 

Around 60% of the respondents were married. Even though the study 

engaged post graduate students but most of the students were full time 

students rather employed. The rest of the students were either govt. 

or private job holders. Around 55% of the students were self-financed 

and the rest of them had scholarship. (Appendix)

In Australia male international students are double than their counter 

parts. The highest number of students falls in between 20 to 29 years 

of age and the second highest falls within the age of 30 to 39. Most of 

the students are married. Here most of the students are full time stu-

dents. The number of self-financed students and that of scholarship hol-

ders are quite comparable. (Appendix)

In order to measure the reliability of an instrument Cronbach’s alpha is 

the fundamental tool. If the value of Cronbach’s alpha is more than 0.60 

then it indicates the instruments as reliable(Malhotra, 2008). The table 1 
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shows the overall reliability statistics in which overall Cronbach’s alpha is 

.828 for overall instrument and that is satisfactory.

Table 1. Overall Reliability 

Reliability Statistics

Cronbach’s Alpha N of Items

.828 40

Source: Author’s Computation (2014)

Factor analysis measures the interrelationships among the large num-

ber of composing variables. It determines the set of variables where there 

is the high interrelationship(Hair et al, 2010). It helps reducing the number of 

total items and selects the most relevant one under the specific construct 

or phenomena. On the contrary, few assumptions and preconditions are 

supposed to be satisfied before applying the factor analysis. Those as-

sumptions help to confirm the fitness of data for applying the factor analysis.

It is already mentioned that the objective of factor analysis is to find the 

appropriate items of the specific constructs. In order to do so, the ana-

lysis has a comprehensive process. Overall factor analysis application 

is discussed broadly in the followings. 

The table 2 shows that the sample is adequate for factor analysis as the 

KMO value is more than .60 and significant value of Bartlett’s test of spheri-

city is good enough. All these indicate the study can carry on factor analysis.
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Table 2.KMO and Bartlett’s Test

KMO and Bartlett’s Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .815

Bartlett’s Test of Sphericity

Approx. Chi-Square 2943.167

Df 378

Sig. .000

Source: Author’s Computation (2014)

Factor extraction is defined as a cluster or grouping of variables in 

distinctive factors. Eigen value is used as the most common criteria in 

order to choose the appropriate number of factors. Eigen value or latent 

root value 1 or greater determines the expected number of factors in the 

study (Malhotra, 2008). After running and revising the factor analysis se-

veral times, the final table has been shown below where total six factors 

are extracted. More than 60 percent of variance is explained with the help 

of the extracted factors in the dataset.

The entire variables are loaded in the rotated component matrix into six 

factors. Additionally, few of the items were also cross loaded under more 

than one construct. The rotated factor loadings define the possibility of the 

consequential factors. 

Table 3. Rotated Factor Matrix

Factor 
Name

Rotated Component Matrix

Component Variables Component

1 2 3 4 5 6

Aca-
demic 
Issues

AI2
Versatility of Academic 
Programs

.815
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AI3 Admission Process .834

AI4 Quality of lectures .821

AI5
Lecturers’ supportive 
attitude

.807

AI6 Service of admin staff .789

Image 
and 
Prestige

IP1
Image and prestige in 
home country

.787

IP2
Image and prestige in 
host country

.784

IP3
Image and prestige in-
ternationally

.754

IP4
Continental image and 
prestige

.783

IP5
Wide recognition of the 
institutions

.793

Eco-
nomic 
Consid-
eration

EC1 Cost of education .840

EC2
Scholarship opportunity 
in University

.790

EC4
Financial assistantship 
from outside of the 
university

.842

EC5 Cost of Living .843

EC6 Fees reduction program .841

Infra-
struc-
ture

IF1 Physical infrastructure .795

IF2 ICT facilities .730

IF3 Library facilities .724

IF4 Cafeteria .742

Student 
Satis-
faction
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SS1
Fulfilling overall expec-
tation

.729

SS2
Consumption experi-
ence

.732

SS3 General feelings .759

SS4
Effective Performance 
of the  Institutions

.768

Student 
Loyalty 
Behav-
iour

SLB1 High level of attachment .714

SLB2
Reasons not conveni-
ence cause loyalty

.749

SLB3
Consistently meet the 
needs

.684

SLB4 Positive words of mouth .661

SLB5
Properly coordinated 
activities

.654

Source: Author’s Computation (2014)
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Table 4. Total Variance Explained

Total Variance Explained

Com-
po-
nent

Initial Eigenvalues Extraction Sums of 
Squared Loadings

Rotation Sums of 
Squared Loadings

Total % of 
Vari-
ance

Cu-
mu-
lative 
%

Total % of 
Vari-
ance

Cu-
mu-
lative 
%

Total % of 
Vari-
ance

Cu-
mu-
lative 
%

1 4.893 17.476 17.476 4.893 17.476 17.476 3.537 12.634 12.634

2 3.323 11.866 29.342 3.323 11.866 29.342 3.524 12.585 25.219

3 3.055 10.912 40.255 3.055 10.912 40.255 3.124 11.157 36.375

4 2.554 9.121 49.376 2.554 9.121 49.376 2.510 8.963 45.339

5 2.043 7.298 56.674 2.043 7.298 56.674 2.481 8.862 54.201

6 1.639 5.853 62.527 1.639 5.853 62.527 2.331 8.326 62.527

Extraction Method: Principal Component Analysis.

Source: Author’s Computation (2014)

Rotated component matrix shows the meaningful factor rotation in the 

table 3. To avoid the cross loading under the multiple factors, the value of 

factor loading less than .40 or below must be suppressed(Sekaran, 2010).

As each factor needs to be unique and distinct, after several running of the 

factor analysis the above rotated matrix shows the ultimate demonstration 

of items associated with the respective factors. Some of the items were 

excluded because of the cross loading. 

Based on the theory and literatures of the study, final factors are Acade-

mic Issues, Economic Considerations, Image plus Prestige, Infrastructure, 

Student Satisfaction and Student Loyalty Behavior.

In SEM, critical ratio or C.R value 1.96 is used as the benchmark for 

testing the hypothesis. In order to establish the stronger relationship, the 

greater value is expected. C.R values of the research suggest that, all the 

constituting factors (independent and mediating variables) have the signi-
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ficant positive influence on student loyalty behavior except the direct re-

lationship between Student Loyalty Behavior and Image and Prestige and 

the direct relationship between Student Loyalty Behavior and Academic 

Issues as because all the C.R values are greater than 1.96 except the C.R 

values for the above mentioned relationships. 

After few modifications, the main model is improved.  For an instance, 

CMIN/DF is less than 5 while RMSEA and CFI values are also in the range of 

cut off values (Hair et al., 2010). The measurement errors can be related as 

the correlations are logical (Figure 1). The result of the revised model: CMIN/

DF = less than 5, CFI=.924 and RMSEA .032, all these indicate a good fit of 

the CFA (Figure 1). 

Therefore, it is found that the proposed model to measure student 

loyalty behavior through student satisfaction is fit with the given responses 

from the Malaysian and Australian higher learning institutions. Additionally, 

the tested values of the parameter estimates are significant and not involve 

any offending estimate. Further, the model is statistically appropriate and 

there is no contradiction with theoretical justifications and result is logical. 

As noted above, squared multiple correlation (SMC) shows the reliability of 

the variables and the variance in the endogenous variables are accounted 

by the predictors (Tabachinik and Fidell, 2007). 
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Figure 1. Revised Baseline Model

Source: Author’s Computation (2014)

Table 5. Standard Regression Weight (Revised Baseline Model)

Esti-
mate

S.E. C.R. P Label

SS <--- AI .313 .056 5.590 *** Accepted

SS <--- EC .128 .044 2.937 .023 Accepted

SS <--- IP .102 .049 2.102 .036 Accepted

SS <--- IF .122 .047 2.595 .030 Accepted

SLB <--- SS .242 .116 2.094 .036 Accepted

SLB <--- AI .058 .068 .853 .393
Not Ac-
cepted

SLB <--- EC .125 .063 1.984 .045 Accepted

SLB <--- IP .035 .060 .580 .562
Not Ac-
cepted

SLB <--- IF .212 .096 2.220 .026 Accepted

Source: Author’s Computation (2014)
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One of the major objectives of the study is to find out whether there 

is any difference between the international students of Malaysian and 

Australian higher learning institutions, regarding the factors affecting 

their satisfaction and loyalty behavior.  Therefore the ultimate hypothe-

sis of the study is: Country of Origin has Moderating Effect on Internatio-

nal Student Satisfaction towards Loyalty.

In order to investigate the moderating effect, SEM follows a particular 

process. First, data is divided on the basis of the responses of two different 

groups and saved under different group names. Afterwards, two separate 

AMOS models are developed by using two different data sets and labeled 

with different names and if there is no significant difference between the 

models, it will proceed for the next stage of invariance analysis. At last, Chi 

Square values for both Constrained and Unconstrained models including 

Degree of Freedom, the study calculates if the difference of Chi Square and 

Degree of Freedom for two groups is significant. If, it is not significant then 

it can be conferred that the two models are identical and the nature of res-

pondents does not have any moderating effect on the study.

Table 6. Result of Multiple Group Modeling (Constrained Vs Unconstrained)

Model X² Df Critical 
value

Δ X² Sig

Constrained 717.589 628 .905 1.142 Not Sig

Uncon-
strained

695.119 627

Source: Author’s Computation (2014)

In this study, Figure 2 and 3 show the unique response of the two groups 

of respondents as international students in Malaysia and as international 

students in Australia.  Based on these Figures, it is clear that there is no mo-

deration seen. Therefore, it moves to the next stage of Invariance Analysis 
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considering both Constrained and Unconstrained types of models in order 

to see if there is any difference between Chi Square values in according to 

the DF values which are significant. In Constrained model, all the hypothe-

sized relationships are constrained. That means, relationships between the 

paths of AI to SS, EC to SS, IP to SS, IF to SS, SS to SLB, AI to SLB, EC to SLB, 

IP to SLB and IF to SLB are constrained associated with the static parame-

ter values for both groups. If the critical value is less than the table value, 

then it is considered that the Δ X² and Δdf (Table 6), two models are not si-

gnificantly different to each other (Hair et al., 2010). Therefore it means that 

Country of Origin does not moderate the proposed model of this study. 

Conversely, these two groups are different in the aspects of specific 

paths and item loadings. For an example, the relationship between Student 

Satisfaction and Student Loyalty Behavior is more significant in Australia 

than that of Malaysia. Additionally, International Students in Malaysia think 

Academic Issues and Economic Considerations are more important for 

their satisfaction rather than the international students in Australia. Other 

factors are quite comparable to affect Student Loyalty Behavior. All the sta-

tistical paths of these two separate models are not identical.
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Figure 2. Unique Response of the International Students in Malaysia

Source: Author’s Computation (2014)	
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Figure 3. Unique Response of the International Students in Australia

Source: Author’s Computation (2014)

It can convey the proportion of variance among the constituting items 

of the constructs. For the analysis of expected level of convergent validity, 

certain conditions are needed to be fulfilled. At first, most of the factor loa-

dings of the constructs should be greater or equal to .70. Secondly, the 

construct reliability should be greater than .60. At last, the average variance 

extracted (AVE) should be .50 or more. (Hair et al, 2010).  Factor loadings 

values are greater than .70 in most of the cases. Further AVE values are also 

greater than .50. If the AVE value is closer to .50 (where total number of res-

pondents is over 200), there is nothing wrong with the issue of convergent 

validity (Hair, 2010). Additionally, in the case of reliability, all the values are 

greater than .70 under each construct and the threshold value is .60.

Discriminant validity tests statistically whether two constructs differ 

to each other (Hair et al., 2010). To confirm this validity, average variance 

extracted under each construct is compared with the squared correla-
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tion (r square) with those of other constructs. If there is positive difference 

between AVE and r square then the uniqueness of the constructs are en-

sured. In this case, AVE should be greater than the square multiple corre-

lation value. In each case AVE is bigger than the squared multiple corre-

lation value. Thus, discriminant validity is confirmed in the analysis and all 

constructs are unique. (Appendix)

6. Conclusion

This study is conducted in order to meet some objectives. These objec-

tives may include, finding out the significant factors that affect international 

student satisfaction and loyalty behavior in Malaysia and also in Australia, 

measuring the significant level of relationship between international stu-

dent satisfaction and their loyalty behavior in both countries and finding 

out the mediating effect of student satisfaction between the given factors 

and student loyalty behavior. As the study was conducted in two countries 

thus it gives an opportunity to compare between these two countries on 

the given issue. This is to find out the moderating effect on the whole pro-

cess of factors affecting international student satisfaction with an exten-

sion of their loyalty behavior. Here, the moderating variable is country of 

origin (Malaysia/Australia). From this measure it is easy to find out whether 

there is any difference between these two countries and whether the diffe-

rence is significant or not. By using Structural Equation Modeling (SEM), se-

veral results could be achieved. Based on several statistical and scientific 

researches and the results found by this study, a conclusion can be made.

It is found by the study that, international students of Malaysia and Aus-

tralia treat the four factors significant while connecting them with their sa-

tisfaction level. There exists full or partial mediation of International Stu-

dent Satisfaction between individual factors and International Student 

Loyalty Behavior except for one factor. Thus the study supports the role of 

mediation in the model. But there are slight differences between these two 
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countries. Based on the Standard Regression Weight it is clear that, in Ma-

laysia Academic Issues and Economic Considerations are more important 

rather than Image & Prestige and Infrastructure to foreign students. Other 

factors are quite comparable in these two countries. Thus the moderating 

effect of country of origin is clear and concerning the overall difference it 

is non-significant. 

7. Implications and Recommendations for Future 
Research

In the context of Malaysia this sort of study is not sufficient, even though it 

was very common in western culture. But day by day Malaysia has achie-

ved a respectable position in the world market for its high quality and com-

petitive higher education system. Additionally, the number of international 

student is increasing greatly. Therefore, the topic of the study where the 

core factor is international student has great value. In order to improve this 

sector and to sustain the credibility in the competitive world market, inter-

national student satisfaction and loyalty are most important issues. 

Thus, the study has found which factors are more important to the fo-

reign students for their satisfaction and loyalty so that policy makers can 

invest their time, money and effort for the betterment of those factors. On 

the other hand, the study has involved Australia, the country which has 

achieved third position in the international education market. By involving 

this country a good comparison can be made on this issue and the outco-

me of the research may lead to proper guidelines for Malaysia where the 

country can or try to hope a position like a developed country Australia 

in the international education market. Consequently, the study has both 

theoretical and practical significance as the findings of the research may 

fill the imperative research gaps that were identified in the literatures.
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Appendix

Sample Demographics (Malaysia)

Source: Author’s Computation (2014)
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Sample Demographics (Australia)
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Figure 4. Constrained ModelSource: Author’s Computation (2014)
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Figure 5. Unconstrained Model

Source: Author’s Computation (2014)
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Factor Loadings, AVE and Construct Reliability Computation for the Constructs

SS IF AI IP EC
Loading Square L Loading Square L Loading Square L Loading Square L Loading Square L

L1 0.68 0.4624 0.73 0.5329 0.89 0.7921 0.71 0.5041 0.8 0.64
L2 0.78 0.6084 0.69 0.4761 0.81 0.6561 0.75 0.5625 0.71 0.5041
L3 0.84 0.7056 0.82 0.6724 0.82 0.6724 0.77 0.5929 0.81 0.6561
L4 0.72 0.5184 0.84 0.7056 0.74 0.5476 0.75 0.5625 0.81 0.6561
L5 0.74 0.5476 0.81 0.6561

Sum 3.02 2.2948 2.387 3.2158 2.222 3.94 3.1124
S.Sum 9.1204 5.266107 5.697769 10.34137 4.937284 15.5236 9.687034
1-L1 0.5376 0.4671 0.2079 0.4959 0.36
1-L2 0.3916 0.5239 0.3439 0.4375 0.4959
1-L3 0.2944 0.3276 0.3276 0.4071 0.3439
1-L4 0.4816 0.2944 0.4524 0.4375 0.3439
1-L5 0.4524 0.3439
SUM 1.7052 1.613 1.7842 1.778 1.8876

AVE 0.5737 0.59675 0.64316 0.5555 0.62248

C.R 0.842484 0.779367 0.852856 0.735231 0.836919

Note: Here, AVE = Average Variance Extracted and C.R = Construct Reliability. S. Sum= Square Sum. For 

every case AVE is greater than .50 and C.R is greater than .60 show good level of convergent validity.

Source: Author’s Computation (2014)

AVE vs. Squared Multiple Correlation Value of the Constructs

AVE VS Squared Multiple Correlation value of the constructs

SS IF AI IP EC

SS 0.57 0.0441 0.2401 0.0361 0.1156

IF 0.21 0.59 0.0289 0.1156 0.1444

AI 0.49 0.17 0.64 0.1444 0.3025

IP 0.19 0.34 0.38 0.55 0.1849

EC 0.25 0.11 0.66 0.43 0.62

Note: this table shows that all the predictors (constructs that predict the DV) are unique in nature. 

Here, Diagonal values represent AVE where Correlation and Multiple Correlation of the constructs are 

placed below and above respectively.

Source: Author’s Computation (2014)




