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Abstract

In today’s experience-driven marketplace, the concept of customer loyalty is
undergoing a fundamental transformation. Traditional hotel loyalty programs—once
centered on collecting points and redeeming tangible rewards—are increasingly seen
as transactional and inadequate for fostering genuine emotional connections between
brands and their guests. The hospitality industry, built on personal service and repeat
patronage, now faces the challenge of reimagining loyalty in a digital, value-conscious
era. As travelers become more discerning and technologically empowered, they
expect programs that go beyond discounts and free stays, offering authenticity,
personalization, and purpose-driven engagement. This study aims to analyze guest
perceptions of current hotel loyalty programs and uncover their shortcomings in
generating long-term brand attachment and repeat business. It will also investigate
the role of personalization, technology, and emerging innovations in strengthening
loyalty, with special attention to the expectations of Millennials and Gen Z travelers.
Additionally, the research will consider how brand values—such as sustainability,
ethical practices, and social responsibility—shape guest retention and influence
decision-making. The ultimate goal is to propose a forward-thinking loyalty framework
that blends emotional engagement, experiential rewards, and digital innovation to
create a deeper, more sustainable form of guest loyalty. To achieve these objectives,
the study adopts a mixed-methods research design that integrates both quantitative
and qualitative approaches. The quantitative phase utilizes a structured survey to
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measure factors such as perceived value, personalization quality, privacy trust, and
emotional connection among hotel guests. The qualitative phase complements these
findings through in-depth interviews that explore personal motivations, expectations,
and emotional responses toward loyalty experiences. This dual approach allows the
research to identify not only statistical relationships but also the underlying meanings
that shape guests’ loyalty behaviors. Preliminary insights indicate that personalization
and data transparency are key determinants of loyalty in modern hospitality contexts.
Guests are more likely to maintain brand relationships when they feel recognized and
valued as individuals, yet this trust is contingent upon clear data-use policies and
responsible digital practices. While gamified mechanics can stimulate short-term
participation, sustainable loyalty is more strongly influenced by experiential and value-
driven engagement. Moreover, younger travelers increasingly favor programs that
align with environmental sustainability and ethical business conduct, signaling a
generational shift toward mindful consumption and purpose-oriented loyalty. The
study’s findings are expected to contribute both theoretically and practically to the
evolving discourse on guest retention. It emphasizes that the future of hospitality
loyalty depends on balancing technological innovation with authentic human
connection. By integrating emotional engagement, experiential rewards, and ethical
values, hotel brands can cultivate loyalty that extends beyond transactions to
meaningful relationships. Ultimately, this research argues that the next generation of
loyalty programs must evolve into holistic ecosystems—built on relevance,
transparency, and trust—capable of transforming guests into lifelong brand
advocates.

Keywords: Guest Retention, Hotel Loyalty Programs, Customer Perception,
Millennials and Gen Z Travelers, Sustainability, Brand Loyalty,
Hospitality Industry.

Introduction

Guest loyalty has become one of the most crucial focus areas for the
hospitality industry, where competition is intense, and guest expectations are evolving
faster than ever. “Reimagining Loyalty: Perception & the Future of Guest Retention in
Hospitality” seeks to understand how hotels can build meaningful, lasting relationships
with their guests — going beyond transactional rewards to create emotional
connections and memorable experiences.

This study aims to analyze guest perceptions of current hotel loyalty programs
and uncover their shortcomings in generating long-term brand attachment and repeat
business. It will also investigate the role of personalization, technology, and emerging
innovations in strengthening loyalty, with special attention to the expectations of
Millennials and Gen Z travellers. Additionally, the research will consider how brand
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values — such as sustainability, ethical practices, and social responsibility — shape
guest retention and influence decision-making. The ultimate goal is to propose a
forward-thinking loyalty framework that blends emotional engagement, experiential
rewards, and digital innovation to create a deeper, more sustainable form of guest
loyalty.

Guest loyalty has been the subject of extensive research, with scholars
emphasizing its critical role in driving sustainable business growth and competitive
advantage. Kritchai Khowijoy, NantakanSriplang, SuparatKaewsrem,
VipavadeePhakamach, Dr. Piyawan Petmee, and Dr. Ampol Chayomchai (2022)
conducted a comprehensive literature review to identify the major factors that
influence loyalty. Their findings indicate that loyalty is shaped by corporate image,
marketing mix strategies, service quality, and customer satisfaction. They argue that
loyalty is a cornerstone for achieving sustainable competitive advantage, reducing
price sensitivity, and encouraging repeat purchases and positive word-of-mouth — all
of which are vital for hospitality businesses aiming to retain customers.

Research has also explored emerging expectations such as sustainability as a
determinant of guest loyalty. Uma Dral (2023) investigated the impact of sustainable
practices on guest satisfaction, loyalty, and intention to return, using data from 278
guests in three- and four-star hotels in Delhi/NCR. By applying Structural Equation
Modeling (SEM), Dral confirmed that sustainable practices significantly enhance guest
satisfaction, which then positively influences loyalty and repeat-visit intentions. This
finding highlights the rising importance of sustainability as a competitive differentiator
and reinforces the need for hotels to integrate eco-friendly and socially responsible
initiatives to meet modern travelers’ expectations.

Literature Review
. Emotional Loyalty

Emotional (attitudinal) loyalty refers to a consumer’s deeply held attachment
and commitment to a brand. Uncles et al. (2003) describe loyalty as an attitude-based
phenomenon, where repeat purchase stems from strong positive beliefs and
commitment to a brand. Oliver’s definition of loyalty — “a deeply held commitment to
rebuy or repatronize a preferred product/service consistently in the future” —
exemplifies this emotional dimension. From this view, marketing efforts (including
CRM tactics) aim to strengthen customers’ positive beliefs and brand attachment.
Uncles et al. note that many loyalty programs are explicitly designed to “strengthen
the emotional commitment of customers” and create “velvet handcuffs” that bond
consumers to the brand. In practice, such programs use image-based advertising,
personalized service, and communications to move customers up a “loyalty ladder” of
commitment.
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Several studies reinforce that multi-dimensional rewards and experiences are
needed to secure emotional loyalty. Alshurideh et al. (2020) find that loyalty schemes
must offer varied benefits — monetary savings, social recognition, entertainment, etc. —
to keep customers engaged over time. When customers receive multiple types of
value, firms can build an “emotionally-loyal customer base” (Kandampully et al., 2015,
cited in Alshurideh et al., 2020). The timing and structure of rewards are crucial: well-
planned incentive programs with clear objectives and funding are more likely to
cement long-term loyalty. In summary, literature across these studies agrees that
emotional loyalty arises from positive attitudes and commitment. CRM initiatives such
as loyalty programs are often aimed at nurturing this affective bond, though their
success depends on thoughtful design and value delivery.

. Sustainability

Sustainability (environmental responsibility) has emerged as a key driver of
customer satisfaction and loyalty in hospitality. Hotel guests are increasingly “savvy”
about environmental issues and explicitly seek out eco-friendly practices. Uma Dral
(2023) reports that many hotels are rebranding as “green” establishments to meet this
demand. Empirical evidence indicates that sustainable initiatives positively affect
guests’ experiences. For example, Dral's SEM analysis shows that implementing
“green” hotel practices significantly improves guest satisfaction. Guests who notice
recycling programs, energy-efficient systems, or other environmental features report
higher satisfaction.

This increase in satisfaction then translates into stronger loyalty. Dral finds that
satisfied guests are significantly more likely to intend to return — reflecting loyal
behavior. In other words, satisfaction mediates the relationship between sustainability
and loyalty: environmental practices boost satisfaction, and satisfied guests exhibit
higher loyalty (e.g. intent to revisit). These findings are consistent with prior studies
(Lee & Heo 2009; Gao & Mattila 2014) that link hotel green practices to guest loyalty.
In addition, satisfaction with green practices reinforces positive word-of-mouth and
repeat visits, creating a virtuous cycle of loyalty. Dral’s work underscores that “hotel
environmental-friendly actions have a positive impact on guest satisfaction,” which in
turn fosters guest loyalty.

The reviewed literature suggests practical implications: hotels should actively
integrate and promote sustainable practices. By doing so, managers can improve
customer satisfaction and the likelihood of repeat stays. Dral (2023) explicitly
recommends that hotels implement and highlight eco-friendly measures to “improve
client pleasure, raise the possibility that they’ll stay with the hotel again, and foster
loyalty”. Visible green initiatives, publicized through marketing or on-site information,
can signal a hotel’'s environmental commitment and strengthen guests’ loyalty to the
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brand. In sum, sustainability and CSR efforts, when recognized by consumers, can
enhance emotional and behavioral loyalty by elevating satisfaction (Dral, 2023).

° Customer Relationship Management (CRM)

Customer Relationship Management (CRM) refers to strategies and systems
that companies use to cultivate profitable, long-term relationships with customers.
CRM s typically defined as a customer-focused business strategy to enhance
satisfaction and retention through personalized service and information management.
Hardjono and Lai (2017) emphasize that CRM in hospitality is “the tool that attracts
new customers and retains the existing customers,” aiming to improve satisfaction
and loyalty through fast, customized service. In line with this, Alshurideh et al. (2020)
characterize loyalty programs as structured CRM tools, noting that “loyalty programs
are widely used by organizations as a structured customer relationship management
(CRM) tool” to build and extend relationships. Loyalty programs thus represent one
common CRM tactic for fostering loyalty.

Empirical studies confirm that CRM dimensions strongly influence loyalty.
Hardjono and Lai (2017) adopt a four-component CRM framework (customer
orientation, organizational structure, knowledge management, and technology) and
find that, in the hotel industry, customer orientation, CRM organization, and
knowledge management are significantly correlated with higher customer loyalty. In
their survey of Malaysian hotels, these human- and data-focused CRM elements each
showed a significant positive effect on loyalty, whereas the technology-based
dimension did not. Similarly, they note that overall CRM factors positively affect
perceived satisfaction and loyalty across service sectors. In other words, CRM
practices that emphasize understanding customer needs, sharing information
internally, and empowering employees tend to enhance satisfaction and thus drive
loyalty (Basar et al. 2011 as cited). This aligns with general marketing theory: satisfied
customers, fostered by good CRM, are more likely to remain loyal (c.f. Hardjono & Lai,
2017; Dral, 2023).

Loyalty program research highlights CRM-related challenges. While loyalty
schemes have the potential to improve retention, Alshurideh et al. (2020) find that
many fail due to planning deficiencies. For example, if program aims are unclear or
rewards are not well-aligned with customer needs, stakeholder commitment suffers.
The study reports that surveyed managers often did not clarify program objectives,
and benefits were “not planned properly and did not meet customer needs”. To
address this, best-practice advice from the literature is to invest in careful loyalty
program design. Alshurideh et al. stress that good planning — including clear
objectives, adequate budgets, and employee training — is the “cornerstone” of loyalty
program success. Well-planned programs that combine diverse rewards can pull both
loyal and new customers into longer-term relationships. In this way, loyalty programs
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can ftruly function as CRM mechanisms that reinforce both transactional and
emotional bonds (Alshurideh et al., 2020).

In summary, CRM literature converges on the view that a customer-centric
orientation is key to loyalty. Firms that tailor their organization, processes, and
technology around customer needs tend to achieve higher satisfaction and retention
(Hardjono & Lai, 2017). Loyalty programs are one piece of this CRM puzzle: when
effectively executed, they can reward repeat purchase and strengthen commitment.
However, without strategic clarity and integration, even CRM initiatives may under-
deliver. Overall, the studies reviewed highlight that CRM strategies — from systematic
relationship management to thoughtfully designed loyalty schemes — are intended to
build lasting customer loyalty.

Statement of Research Gaps

Although guest loyalty has been widely researched, several critical gaps
remain in the current body of literature. Existing studies continue to focus on
traditional loyalty determinants such as service quality, customer satisfaction, and
corporate image, but offer limited insight into emotional loyalty, experiential
engagement, and value-driven attachment, which are increasingly important for
today’s travelers. Research also pays insufficient attention to the expectations of
Millennials and Gen Z, segments that prioritize personalization, authenticity,
sustainability, and seamless digital experiences over conventional point-based
programs. While sustainability has been examined as a factor influencing satisfaction,
its long-term impact on deep loyalty and brand commitment remains underexplored.
Similarly, although technology is transforming hospitality, there is a lack of integrated
research on how Al, data analytics, and hyper-personalization can strengthen loyalty
and reduce loyalty fatigue. Another major gap lies in understanding guest perceptions
of loyalty programs, especially why many perceive them as generic, disengaging, or
overly transactional. Lastly, existing studies do not provide a comprehensive, future-
ready loyalty framework that blends emotional, experiential, digital, and ethical
dimensions to meet the evolving expectations of modern travelers.

Identified Research Gaps (Sub-Points)

. Overreliance on traditional, transactional loyalty models with limited study of
emotional and experiential loyalty.

. Insufficient research on Millennials’ and Gen Z's loyalty drivers, preferences,
and expectations.

. Limited exploration of personalization and technology, including Al and data-
driven guest experiences.

. Underdeveloped understanding of sustainability’s long-term impact on deep
loyalty and brand commitment.
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° Lack of analysis of loyalty fatigue and reasons guests disengage from existing
programs.
° Inadequate focus on guest perceptions of loyalty programs and what makes

them feel generic or unappealing.

° Absence of a holistic, future-oriented loyalty framework that integrates
emotional, experiential, technological, and ethical elements.

Research Objectives

. To examine guest perceptions of current hotel loyalty programs.

. To evaluate the role of personalization and technology in shaping guest
loyalty.

. To propose a future-focused loyalty framework aligned with modern traveler

expectations.
To examine guest perceptions of current hotel loyalty programs.

. This objective aims to understand how guests view existing loyalty programs,
what they like or dislike, and why many feel they are generic or overly focused
on discounts.

° To evaluate the role of personalization and technology in shaping guest
loyalty. This explores how digital tools, data, Al, and personalized experiences
influence guest engagement, especially for Millennials and Gen Z.

. To propose a future-focused loyalty framework aligned with modern traveler
expectations.

This involves designing a new loyalty model that integrates emotional
connection, experiential rewards, personalization, and sustainability to enhance long-
term guest retention.

Research Methodology
. Research Approach

This study adopts a secondary qualitative research approach, analyzing
previously published academic findings on guest loyalty, retention strategies, and
loyalty program effectiveness within the hospitality sector. A secondary methodology
is appropriate for an undergraduate level investigation, as it offers access to a broad
range of credible, peer-reviewed data without the cost and time barriers associated
with large-scale primary research (Hammond, 1998).

The approach enables the study to investigate how loyalty programs are
evolving and how emotional, ethical and personalized strategies may support stronger
guest retention.



44 Recent Advances in Management & Social Sciences
° Research Design

The research is exploratory in nature, aiming to understand emerging trends
rather than test hypotheses. It analyses loyalty strategies using three conceptual
areas found repeatedly in recent literature:

= Transactional loyalty programs and their limitations

= Customer Relationship Management (CRM) and personalized service
delivery

= Sustainability and ethical practices as drivers of loyalty

This exploratory design supports the aim of understanding how loyalty
programs can be reimagined for modern hospitality markets, particularly among
changing guest expectations.

Data Collection

° Budiono and San (2017), who examine how CRM enhances loyalty through
personalized guest engagement in hotels.

° Hammond (1998), who evaluates loyalty program effectiveness and highlights
program limitations in relation to true customer commitment.

o Dral (2023), who demonstrates that sustainable hotel practices significantly
increase satisfaction, loyalty, and intentions to return.

Additional referenced studies within these works were also utilized, such as
Bolton, Kannan and Bramlett (2000) and Dowling and Uncles (1997), which provided
comparative insight into loyalty program value and behavioural outcomes.

Data Analysis

A thematic qualitative analysis was undertaken. Studies were reviewed and
categorized according to repeating patterns in findings. Three main themes emerged:

Theme Key Findings Supporting Sources
Limitations of Points-based rewards encourage repeat Hammond (1998);
transactional purchases but do not create emotional Dowling & Uncles
loyalty loyalty. (1997)

CRM and Personalized attention strengthens guest | Budiono & San

personalization | relationships and increases retention. (2017); Bolton et al.
(2000)

Sustainability- | Eco-friendly practices raise satisfaction Dral (2023)

driven loyalty and drive return intentions.

Additional Insights from Thematic Analysis

. Transactional loyalty only works for the short term: Many loyalty
programs still focus heavily on discounts or point-based rewards. Although
these benefits may attract guests initially, they rarely create a lasting bond with
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the brand. Guests who remain loyal only for financial rewards are likely to
switch to another hotel as soon as they find a better offer.

° Experiential rewards matter more than discounts: Research suggests that
guests value memorable experiences more than accumulating points. Benefits
such as personalized welcome treats, curated room amenities, complimentary
local tours or exclusive access to events leave a stronger emotional impact
than simple monetary perks.

. Personal recognition builds deeper guest commitment: Small gestures—
such as remembering a guest’s favourite meal, addressing them by name, or
celebrating their special occasions—can transform a standard stay into a
personal experience. These emotional touches, supported by CRM systems,
help guests feel genuinely appreciated and therefore more loyal.

° Data-driven CRM helps hotels make smarter decisions: Effective loyalty
programs are informed by good-quality data. When hotels analyse guest
preferences and behaviour, they can tailor offers more accurately and suggest
services that guests actually want. This encourages repeat visits and develops
a more personalized relationship.

. Transparency in data use affects loyalty participation: As technology
becomes more integrated into hospitality, guests are increasingly concerned
about how their personal data is used. Clear policies and trustworthy data
practices make guests feel secure, which increases their willingness to join
and engage with loyalty programs.

. Sustainability shapes a positive brand identity: Guests today, especially
younger travellers, pay attention to whether a hotel is environmentally
responsible. Visible eco-friendly practices—like reducing waste, conserving
energy, or using sustainable products—strengthen the hotel’s image and
attract value-driven customers who choose brands with responsible ethics.

. Community involvement enhances cultural connection: Hotels that
connect with local culture—through partnerships with local artists, markets, or
community events—create authentic experiences for their guests. This sense
of belonging to the destination encourages repeat visits because guests feel
emotionally connected not only to the hotel, but to the community it supports.

o Value-based loyalty grows from shared beliefs and purpose: Guests are
more loyal when they feel that their spending contributes to something
meaningful. Ethical choices like supporting local suppliers, donating through
loyalty points, or reducing environmental impact allow guests to participate in a
brand’s purpose. This emotional alignment encourages both repeat business
and advocacy.



46 Recent Advances in Management & Social Sciences

This thematic approach enabled comparison between historical loyalty
programs and future-focused, value-driven strategies.

Interpretation of Findings

Analysis suggests that traditional loyalty programs are Ilosing their
effectiveness because they rely heavily on transactional rewards rather than
meaningful guest engagement (Hammond, 1998). Guests increasingly expect
personalized recognition and authentic value, supported through effective CRM
systems (Budiono & San, 2017).

Additionally, modern travellers—particularly younger generations—view
sustainability as a critical factor in their decision to return to a hotel. Dral (2023)
confirms that environmentally responsible hotel practices result in greater satisfaction,
loyalty, and repeat intention.

Taken together, these findings indicate that future loyalty programs must
prioritize emotional engagement, personalized guest experiences, and sustainable
brand values, alongside reward incentives, to build genuine guest loyalty.

Findings and Discussion
Key Findings
. Finding 1: Traditional loyalty programs lack emotional impact

Most hotel loyalty programs continue to rely on transactional rewards such as
point accumulation, discounts, and free nights. Although these systems attract guests,
they do not build strong attachment to the hotel brand. Hammond (1998) found that
customers often switch to competitors despite being loyalty program members,
particularly when better offers are available.

This indicates that reward-based loyalty mainly creates repeat purchase
behaviour without emotional connection, which is fragile and easily influenced by
competitors.

. Finding 2: Personalized service increases loyalty more than financial
rewards

Budiono and San (2017) show that Customer Relationship Management
(CRM) gives hotels the ability to collect guest preferences and personalize offerings.

Personalization creates a sense of belonging, emotional recognition, and
value, which leads to higher satisfaction and long-term retention. Examples include
remembering favourite room types, greeting guests by name, offering tailored in-room
amenities, and personalized thank-you messages. Emotional connections built
through personalized experiences become a key factor in loyalty, outperforming
generic financial incentives.
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° Finding 3: Sustainability and ethical practices promote loyalty among
modern travellers

Dral (2023) found that eco-friendly hotel initiatives significantly increase
satisfaction and encourage guests to return.

Modern travellers—especially Millennials and Gen Z—respond positively to
hotels that support waste reduction, community welfare, local sourcing, and social
responsibility. Sustainability creates a value-based loyalty, where guests choose
brands that align with their beliefs rather than those that simply offer discounts.
Discussion

The analysis reveals a major shift in loyalty dynamics: loyalty is moving from
transactional rewards toward experiential and ethical loyalty.

Traditional Loyalty Modern Loyalty

Points & discounts Emotional connection
Generic benefits Personalized experiences
Focus on spending Focus on values & identity
Incentive-based Identity & community-based

Hotels that focus solely on financial incentives struggle to differentiate
themselves because many programs appear identical across the industry (Hammond,
1998).

In contrast, personalized service builds stronger emotional loyalty because it
makes guests feel valued, remembered, and understood (Budiono & San, 2017).

Further, sustainability drives loyalty by connecting guests with the hotel’s
moral and environmental identity (Dral, 2023).

Therefore, loyalty programs of the future must integrate personalization,
emotional connection, and ethical value, transforming loyalty into a more meaningful
relationship rather than a transactional exchange.

Conclusion and Recommendations
Conclusion

This study concludes that traditional loyalty programs are no longer sufficient
to secure strong guest loyalty due to their heavy reliance on discounts and points.
Loyalty today is shaped by experiences, emotions, and values, not just benefits.
Guests are more likely to return to hotels that recognize them personally, share ethical
commitments, and make them feel part of a meaningful and responsible community.

Hotels must therefore redesign loyalty programs to prioritize personalized
experiences, sustainability practices, and deeper guest-brand relationships, ensuring
loyalty that is emotional, authentic, and sustainable.
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Recommendations
. Build Experience-Based Loyalty Rather Than Point-Based Loyalty

Hotels should redesign loyalty rewards around benefits such as:

= Free room upgrades

= Personalized welcome amenities

= Exclusive member-only events or services

= Curated travel experiences (spa, tours, dining)

These create emotional memories rather than transactional benefits.
° Use CRM to Personalize Loyalty Rewards

Hotels should gather data ethically to tailor benefits based on:

= Guest travel purpose (business/leisure)

= Dining preferences

= Room style and amenities choices

» Frequent destinations or stay frequency

Guests who feel recognized are more likely to stay loyal in the long term.
° Integrate Sustainability Into Loyalty Benefits

Loyalty programs should reward environmentally conscious behaviour.
Examples:

» Reward points for opting out of daily cleaning

» Discount for using digital check-in/check-out

= Redeem points to support eco-projects

= Promote local, ethical suppliers through member perks

This supports the growing trend of ethical and environmental loyalty (Dral,
2023).

. Encourage Loyalty Through Local and Social Community Engagement

Hotels can strengthen loyalty by creating a sense of belonging to the local and
social community where the hotel operates. Recommended actions:

» Partner with local artisans and offer loyalty benefits such as free cultural
workshops or local product discounts.

= Offer members-only access to community-based events (traditional
festivals, charity runs, heritage walks).

= Allow guests to redeem loyalty points for community contributions such as
donating meals or supporting local NGOs.

= Highlight local sourcing in food, décor, and gifts, reinforcing authenticity.



Reimaging Loyalty: Perception and Future of Guest Retention 49

This makes guests feel that loyalty is not just about receiving rewards, but

contributing to the culture or community they visit.

Improve Transparency and Simplicity of Loyalty Policies
Programs should avoid complicated point rules. Hotels must:

= Clearly communicate how points are earned

= Provide simple redemption processes

= Avoid hidden terms, expiration confusion, or restrictions

= Offer visible progress tracking in apps

Clear and transparent programs improve trust and satisfaction.
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