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Abstract

Many regional universities in Australia focus upon building relationships with students as a 
strategy to avert attrition at the end of their first-year of study. The purpose of this research is 
to determine if the perceived benefits of relationships, the strength of these relationships and 
the presence of switching barriers are able to predict transfer intentions. Following initial 
qualitative support (n = 29), a quantitative main study (n = 334) was conducted across three 
regional universities in Australia. Multinomial and binomial logistic regression revealed that
the presence of switching barriers and the strength of the relationship significantly 
differentiated between first-year students intending to leave, those who were intending to stay 
and those who were undecided.
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Does Relationship Marketing Stem First-Year Student Attrition?

Introduction

The use of relationships marketing (RM) strategies to create a competitive advantage in the 
marketplace is common practice among regional Australian universities today. The adoption 
of marketing strategies stems principally from the need to protect the undergraduate student 
‘consumer’ base. This need is prominent in regional universities which are particularly 
vulnerable to student loss (Marginson, 1997). The reasons behind student attrition are many 
and varied, with no single combination of factors explaining the loss of up to 30% of the 
students at the end of their first year of study (Krause et al., 2005). Unlike most studies into 
attrition (e.g. Brinkworth et al., 2009; Christie, Munro and Fisher, 2004; Tumen, Shulruf and 
Hattie, 2008), this research examines three groups of students – those intending to stay, those 
who are intending to leave and those that are undecided. Addressing these three types of 
intentions provides a richer perspective and affords new insights about student attrition.
Principally, the research question of interest is: ‘Do relationship benefits, relationship strength 
and switching barriers significantly differentiate between first-year students at regional 
universities who intend to stay, those who intend to leave and those that are undecided?’.  

First-Year Student Attrition in Regional Universities

While complex and perennial, first-year student attrition remains important to universities for 
moral, financial and nation building reasons (Scott et al., 2008). Indeed, so compelling are 
these reasons that the federal government Learning and Teaching Performance Fund initiative 
includes student retention as a performance indicator for universities (Department of 
Education, Employment and Workplace Relations, 2009a). The voluminous literature on 
student attrition consistently reveals that students are most vulnerable to attrition in their first
year of study (Krause et al., 2005). Consequently, the heightened focus upon developing the 
first-year experience now seeks to consolidate programs, develop sustainable practices (Kift,
2008) and focus upon student engagement (e.g. Krause and Coates, 2008). Exploring the 
student-university relationship is an area attracting much interest (McCulloch, 2008).

In the present day hierarchy among Australian universities the junior position is occupied by 
regional institutions (Marginson, 1997). Regional institutions were granted university status 
post-1986, are situated outside of major metropolitan centres that are known for their pursuit 
of relationship ties with local government, TAFE institutions and the community at large 
(Department of Education, Employment and Workplace Relations, 2009b). Furthermore, they 
find themselves with a juxtaposition of comparatively lower student participation and yet high 
rates of first-year attrition (Sharpham 1997; Stevenson, Maclachlan and Karmel, 1999). The 
literature would suggest that the retention issues are, in part, a consequence of their largely 
mature-age student base of which most are the first in their family to attend university 
(Marginson and Considine, 2000). The accessibility, consumer friendliness, quality of 
teaching and the geographic and social aspects of the regional locale of these universities are 
appealing to students (Marginson and Considine, 2000). Indeed, these qualities are highly 
facilitative of student-university relationships; and relationship marketing is a known strategy 
to enhance retention (Verhoef, 2003).



Relationship Marketing

Today, building and maintaining relationships with consumers has become a typical business
activity (Paul et al., 2010). Retention and profitability rewards make RM particularly 
appealing to service firms (Krasnikov, Jayachandran and Kumar, 2009; Palmatier et al., 2006; 
Verhoef, 2003). Consumer relationships are today regarded as a resource (Musalem and Joshi, 
2009) with genuine consumer-to-business relationships characterised by the consumer’s 
voluntary involvement and the facilitation of mutual value (Fournier, Dobsha and Mick, 1998; 
Roberts, Varki and Brodie, 2003). Three popular themes in the RM literature are associated 
with consumer voluntarism and perceived mutual value are relationship benefits, relationship 
strength and switching barriers.

This first theme, relationship benefits, refers to the consumer’s perceived benefit that results 
from engaging in a long-term relationship with an organisation above and beyond the core 
service performance (Gwinner, Gremler and Bitner, 1998). Research tells us that the 
voluntary involvement of consumers in relationships is driven in part by the benefits that the 
consumer anticipates (Bagozzi, 1995; Gutman, 1982; Noble and Phillips, 2004). Social 
exchange theory underpins why consumers seek mutually beneficial relationships (Czepiel,
1990) with the fulfilment of benefits leading to continued relationship development and, in 
turn, this sustains mutual advantages to both the firm and the consumer (Hennig-Thurau, 
Gwinner and Gremler, 2002).

Relational benefits are thought to be heightened in service settings where the service product 
is personal, customised, variable in quality, high-contact, complex, and high involvement 
(Berry, 2000; Gwinner, Gremler and Bitner, 1998; Patterson and Smith, 2001), such as higher 
education services. Relational benefits to the consumer are wide-ranging, encompassing 
choice reduction, customisation, reduced costs, risk minimisation, psychological comfort, task 
simplification and lower search costs (Priluck, 2003; Sheth and Parvatiyar, 1995). The 
seminal study conducted by Gwinner, Gremler and Bitner (1998) ratified these benefits, 
empirically establishing three categories of consumer benefits – confidence, social and special 
treatment. Nonetheless, it remains that benefits accrued to the consumer are highly dependent 
on the context in which the relationship exits (Reynolds and Beatty, 1999; Patterson and
Smith, 2001). These context-dependent relational benefits and their effect on RM outcomes is 
an important link to establish (Conze et al., 2010; Hibbard et al., 2001).

Relationship strength, the second theme of interest, is a consumer’s measure of the magnitude 
of their relationship with an organisation (Bove and Johnson, 2001; Dagger, Danaher and 
Gibbs, 2009). Ample evidence to date shows that strong relationships lead to enhanced 
consumer loyalty, service failure recovery, sales, retention, market share and profits (e.g. 
Gwinner, Gremler and Bitner, 1998; Morgan and Hunt, 1994). Prior literature has established 
relationship strength as a second-order, multidimensional construct (Bejou, Ennew and 
Palmer, 1996; Crosby, Evans and Cowles, 1990; Gregiore, Tripp and Legoux 2009).
Traditionally, measures of relationship strength rely on a variety of relationship dimensions 
for the most part being satisfaction, trust, and commitment (see Crosby, Evans and Cowles, 
1990; Herington, Johnson and Scott, 2009). However, relationship strength dimensionality 
may vary by context (Bejou, Ennew and Palmer, 1996) and as a result relationship strength 
can comprise of a combination of dimensions. Key dimensions include, but are not limited to:
customisation, personal attention, two-way dialogue, sincerity, interest, friendship, caring, 
rapport, empathy, understanding, benevolence, kept promises, competence, values, support
and honesty (Barnes, 2001; Crosby, Evans and Cowles, 1990; Herington, Johnson and Scott, 
2009; Hunt, Arnett and Madhavaram , 2006; Sirdeshmukh, Singh and Barry, 2002).



Switching barriers, the third theme of this study, can be used to stabilise relationships over 
time so as to secure related sales and benefits to the service provider (Bruhn, 2003). 
Switching barriers make it difficult and/or costly for consumers exit from a relationship with 
an organisation (Pels, 1992) and can be created by the business, consumer or the relationship 
itself (Egan, 2001). Constructing bonds limit consumer freedom and enforces loyalty 
(Turnbull and Wilson, 1989; Wang, 2010) and in some industries are seen to lock in 
consumers even against their will, thus consumers stay because they “have to” (Bansal, Irving 
and Taylor, 2004; Bendapudi and Berry, 1997). However, Berry and Parasuraman (1991) 
offered an alternative view suggesting that financial bonds (e.g. bundling), social bonds (e.g. 
personal relationships), customisation bonds (e.g. consumer intimacy) and structural bonds 
(e.g. integrated information systems) can encourage consumers to stay because they “want 
to”. Notably, organisationally constructed switching barriers are not apparent in the
Australian higher education sector, relationships are deemed voluntary and genuine in nature. 
Accordingly, switching barriers that do prevail are principally related to personal 
circumstances such as family or finances.

Method

Firstly, the contextual nuances of relationship benefits, relationship strength and switching 
barriers in a higher education setting were determined. Accordingly, a qualitative study was 
conducted with students studying full-time and in a face-to-face capacity at the end of their 
first-year of study at a regional university. Six in-depth interviews were undertaken using a 
stratified sample drawn from the university’s database of students equally split by gender. 
Next, three focus groups involving a total of 20 participants were conducted. Participants 
were purposively recruited from the university with both genders relatively equally 
represented. Items were developed from the qualitative study with each measured on 5-point 
Likert-type scales ranging from 1 = Strongly Disagree to 5 = Strongly Agree. Following an 
expert panel review (n = 3), a series of pilot tests (n = 63) of the quantitative, self-
administered survey were undertaken. Secondly, the main study was administered at three 
regional universities to full-time students engaged in a face-to-face capacity at the end of their 
first year of study. The resulting useable sample of 334 responses represented an 80.3% 
response rate. In lieu of a detailed sample frame from the universities due to privacy issues, 
the predominantly female respondents’ (male = 158; female = 179) primarily between the 
ages of 18-23 years in attendance at their first preference university was analogous with 
national statistics provided by the Department of Education, Employment and Workplace 
Relations (2009c). A one-way analysis of variance revealed no significant difference among 
any of the variables (p < .001) and the non-parametric Kruskal-Wallis test found no 
significant differences in gender, age and institutional preference among respondents from 
different universities. Factor analysis confirmed the final scale items. Relationship benefits
comprised five items being: enjoyable classes, enhanced confidence, recognised by lecturers, 
motivated to do well academically and creation of a positive learning environment (α = 0.83, 
loadings 0.67 – 0.85; AVE = 0.60; CR = 0.88). Relationship strength comprised four 
dimensions, namely benevolence, approachability, trust and integrity in curriculum choice (α 
= 0.90, loadings 0.84 – 0.91; AVE = 0.77; CR = 0.93). Finally, switching barriers included 
being close to their hometown, fewer associated expenses with attending the selected 
university and a disinclination to change having already completed part of the degree (α = 
0.62, loadings 0.71 – 0.78; AVE = 0.57; CR = 0.80). 

Next, a multinomial logistic regression was conducted as there were three groups of transfer 
intentions being compared, namely those intending to stay (n = 240; 71.9%); those intending 



to leave (n = 31; 9.3%) and those that were undecided (n = 63; 18.9%). Typically a series of 
binary logistic regressions follows multinomial logistic regression with the aim to identify the 
salient variables that differentiate between various combinations of the different categories 
(Menard 1995). Notably, these logistic regression techniques do not require each group to be 
equal in size and there were no violations of the assumptions (Tabachnick and Fiddell, 2007). 

Results

The results are summarised in Table 1.

Table 1: Summary of Results of Hypothesis Testing
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H1. Relationship benefit is a significant predictor in differentiating 
between first -year university students who intend to stay, intend to 
leave and are undecided. 

Unsupported

H2. Relationship strength is a significant predictor in differentiating 
between first -year university students who intend to stay, intend to 
leave and are undecided. 

Supported 

H3. Switching barriers is a significant predictor in differentiating 
between first -year university students who intend to stay, intend to 
leave and are undecided. 

Supported
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Staying vs Leaving
Relationship Benefits Unsupported
Relationship Strength Unsupported
Switching Barriers Supported

Staying vs Undecided
Relationship Benefits Unsupported
Relationship Strength Supported
Switching Barriers Supported

Leaving vs Undecided
Relationship Benefits Unsupported
Relationship Strength Unsupported
Switching Barriers Unsupported

Firstly, a multinomial logistic regression was used to determine if relationship benefits, 
relationship strength and switching barriers were significant predictors in differentiating 
between the three categories of transfer intentions. Analysis found that the model significantly 
outperformed the constant only model ² = 47.17, p < 0.01. The likelihood-ratio tests 
indicated that relationship strength (² =10.25, p < 0.01) and switching barriers (²=23.19, p < 
0.01) significantly contributed to the prediction of first-year students transfer intentions. 
There was a small relationship between the independent predictors and the grouping variable
(Nagelkerke’s R² = 0.17) with 73.7% of all students classified correctly by the model. 

Next, a series of three binary logistic regressions were performed. The first binary logistic, 
staying versus leaving (n = 271), found that the independent variables as a set reliably 
distinguished between the two groups (² = 26.62, p < 0.01). Nagelkerke’s R² statistic = 0.18
indicated a low relationship between the independent variables and grouping variables and the 
Hosmer and Lemeshow test was not significant, indicating good model fit (² = 4.83, p > 
0.05). The Wald criterion confirmed that switching barriers (z = 13.99, p < 0.01) was the only
significant predictor for this binary. The second binary logistic regression sought to predict 
group membership for staying versus undecided transfer intentions (n = 303). The full model 
was statistically significant, ² = 27.88, p < 0.01, reliably distinguishing between the two 
groups. The Nagelkerke’s R² statistic = 0.14 indicated a weak relationship between 
independent variables and the grouping variable. Furthermore, the non-significant Hosmer 
and Lemeshow test indicated good model fit at ² = 9.01, p > 0.05. For this binary, the Wald 



criterion reported that relationship strength (z = 9.15, p < 0.01) and switching barriers (z = 
12.67, p < 0.01) could significantly differentiate between those students who intended to stay 
and those who were undecided at the conclusion of their first-year of study. The final binary 
logistic regression explored the predictors that differentiated between leaving versus 
undecided transfer intentions (n = 94). The full model was not statistically significant (² = 
3.13, p > 0.01) demonstrating that the independent variables as a set did not reliably 
distinguished between leaving and undecided transfer intentions. In line with this chi-square 
result, the Nagelkerke’s R² statistic = 0.05 indicated a low relationship between independent 
variables. A non-significant Hosmer and Lemeshow test (² = 6.34, p > 0.05) was reported 
which indicated that the data fit the model well, however, as established in the other measures 
the model remained non-significant. Finally, the Wald criterion accordingly reported that 
none of the independent variables made a significant contribution to the prediction of leaving 
and undecided transfer intentions.

Conclusions and Implications

The findings of the multinomial logistic regression empirically establish that relationship 
strength and switching barriers significantly differentiate between three groups of students –
those who at the end of their first year of study intend to stay, those who intend to leave and 
those that are undecided. While there are benefits to the student when they participate in a 
relationship, these however are not of a magnitude to affect the students’ attrition decisions.
The non-significant binary logistic regression examining those leaving and undecided 
students conveys that other factors outside of relationship benefits, relationship strength and 
switching barriers are germane to students’ decision. Given the complexity and abundance of 
reasons underpinning attrition, this finding serves to eliminate the relationship as a factor for 
those who fall into these categories.  Relationship strength was found to be a salient 
differentiator in the binary logistic analysis when comparing students who were intending to 
stay and those that were undecided. Thus, relationships characterised by benevolence, trust, 
approachability and integrity in curriculum choice can serve to secure students’ decision to 
stay. Conversely, where the strength of the relationship is not optimal, students may consider 
and weigh alternatives but remain ambivalent on the whole. Finally, switching barriers were
found to be salient for two of the binary analyses – staying versus leaving and staying versus 
undecided. This is of particular interest as the constraints in the higher education context are 
not organisationally constructed. The findings show that personal switching barriers such as 
the reduced costs of attending the institution or being close to their hometown and hence close 
to friends and family, play an important role in keeping students. Potentially these switching 
barriers may moderate students’ decisions, as found in hairdressing services by Wang (2010).

Limitations and Future Research

As with all research, there were a range of limitations associated with this study that impact 
on the generalisability of the findings. Specifically, limitations are imposed on the findings 
due to the cross-sectional design of this study which sought data from full-time, on-campus,
undergraduate, first-year students from three universities in Australia using a self-
administered quantitative questionnaire. Nonetheless, the novelty of the research remains 
apparent. Future research that seeks to identify significant predictors that can differentiate 
between first-year students who leave and those that are undecided would be a particularly 
valuable extension of this research. Studies about the role of switching barriers at other 
Australian universities and for part-time and postgraduate students are also encouraged.
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