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Abstract 
This study assesses the impact of airline and hotel loyalty programs on customer satisfaction in a 
setting of emerging markets. Key components of loyalty programs such as the redemption 
easiness and number of partners are used to measure their effect on customer satisfaction. We 
collected data from the latest versions of major Frequent Flyer and Frequent Guest Programs and 
our results show that variables such as the number of airline partners and the number of 
redemption options are positively related to customer satisfaction, while other variables such as 
elite status threshold are not significantly related to customer satisfaction. This study contributes 
to academic research on loyalty and loyalty programs of hospitality industry in emerging markets, 
which is very scarce in the literature. It also provides some managerial implications for 
companies operating in the hospitality industry. 
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Introduction 
 
Loyalty programs are schemes that offer accumulating economic benefits to consumers who buy 
products or services of the brand. Usually this takes the form of points that can be exchanged for 
gifts, free product, or rewards such as air miles. 
 
Frequent Flyer Programs is one such scheme introduced to induce and capture loyalty of 
travelers and it has been a prototype for many of the schemes. Frequent Flyer Programs offer free 
travel and upgrades as incentives to fly with an airline and is the most popular and successful 
marketing strategy devised to build customer loyalty. Similarly, Frequent Guest Programs are 
deployed by hotels to capture loyal guests by offering free upgrades, breakfast or internet as 
incentives. 
 
In this study, we focus on the impact of Frequent Flyer and Frequent Guest programs on 
customers’ evaluation of airlines and hotels. There are many potential factors that can affect a 
customer’s evaluation of a certain loyalty program and the service or product provider. For 
example, the design of the loyalty program, reward structure, and customer program fit (McCall 
& Voorhees, 2010). Hsee et al. (2003) discussed in their study a successful loyalty program from 
perspectives such as program tier design and reward medium maximization problems. McCall 
and Voorhees (2010) proposed a conceptual model to evaluate loyalty program effectiveness 
through the structure of loyalty program, structure of rewards, and customers’ factors. 
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Loyalty programs differ in the degree to which they give discounts, have a saving program, and 
partnerships they have with other companies. Some experimental literature exists on the effects 
of design elements of saving schedules (Van Osselaer and Alba 2001) and reward characteristics 
(Kivetz and Simonson 2002). The exact design of the loyalty program is an important 
determinant of its successfulness (O’Brien and Jones 1995). These researches, however, are 
mostly conducted using cases of mature markets, emerging markets, despite their much faster 
growth rate since the last decade, have been underrepresented in the literature. This study 
attempts to shed some light on the issue of loyalty programs in a setting of emerging markets. 
 
In this study, we have collected the latest data from the loyalty programs of major airlines and 
hotels in emerging markets. Meanwhile, customers’ evaluation of the corresponding airlines and 
hotels is also collected. To assess the loyalty programs’ impact on customer evaluation, we have 
chosen a set of variables, which are the key components of any Frequent Flyer or Frequent Guest 
program. For Frequent Flyer Programs, we have included the number of airline partners, hotel 
partners and other partners, miles redemption easiness, number of redemption options, miles 
earning easiness, and elite tier threshold as the independent variables. Similarly, for Frequent 
Guest Programs, the number of airline partners, hotel partners and other partners, points 
redemption easiness, number of redemption options, and elite tier threshold are used as the 
independent variables. 
 
It has been found that for Frequent Flyer Programs, the number of airline partners, the number of 
redemption options, and miles earning easiness in economy class are variables that are positively 
related to customer satisfaction. While for Frequent Guest Programs, the number of airline 
partners, the number of redemption options, and redemption easiness of free nights are variables 
positively related to customer satisfaction. 
 
Hypotheses proposing 
 
A growing number of companies have a loyalty program in cooperation with companies from 
other industries with non-overlapping service or product offerings. Those companies cooperate 
to exchange resources for mutual benefit, such as enhanced product value and market reputations, 
and access to new markets and information (Bucklin and Sengupta 1993). In essence, the loyalty 
program is seen as a brand extension aid. 
 
For members of such a loyalty program, they benefit from the program at all participating 
companies. And at each company the consumers receive saving points, moreover, they can 
potentially save points faster. Due to the greater opportunity of earning points, a consumer is 
likely to be more actively involved in the program and more aware of the benefits provided.  
 
The formation of a Frequent Flyer Programs partnership with another carrier may affect an 
airline’s demand in two ways. First, it may enhance the value of the airline’s Frequent Flyer 
Programs by expanding the number of flights on which consumers can earn and redeem the 
airline’s miles. Second, a Frequent Flyer Programs partnership may increase the attractiveness of 
an airline’s flights to members of its partner’s Frequent Flyer Programs by allowing them to earn 
their preferred airlines’ miles when traveling on these flights. 
 
For hotels’ Frequent Guest Programs, the same theory applies as the reciprocity of the loyalty 
programs enables participants to penetrate a greater number of markets. Loyalty programs foster 
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the convergence of information and capital, and provide major corporations with access to 
potential markets for travel and other services and products (Mowlana and Smith, 1993). 
 
Through partnership among different companies, more value is added to a single loyalty program, 
and long-term relationship with customers is enhanced. As the number of these relationships 
grows, loyal customers themselves, through word of mouth, can frequently help attract new 
customers with similar relationship potential (Zeithaml and Bitner, 1996). 
 
Therefore, we have proposed the following three hypotheses based on the number and type of 
partners for airlines and hotels: 
 
Hypothesis 1a: The number of airline partners in a Frequent Flyer Program is positively related 
to customer satisfaction of the airline. 
Hypothesis 1b: The number of airline partners in a Frequent Guest Program is positively related 
to customer satisfaction of the hotel. 
 
Hypothesis 2a: The number of hotel partners in a Frequent Flyer Program is positively related to 
customer satisfaction of the airline. 
Hypothesis 2b: The number of hotel partners in a Frequent Guest Program is positively related 
to customer satisfaction of the hotel. 
 
Hypothesis 3a: The number of non-airlines/hotel partners in a Frequent Flyer Program is 
positively related to customer satisfaction of the airline. 
Hypothesis 3b: The number of non-airlines/hotel in a Frequent Guest Program is positively 
related to customer satisfaction of the hotel. 
 
The reward is a crucial part of any loyalty program. It has to be desirable enough to change the 
behavior of the customer. According to a survey of USA Today & FTMA (2008), miles issued 
grow 10 times faster than reward seat capacity, and major Frequent Flyer Programs satisfy less 
than 50% of reward seat requests. An increasing number of frequent flyers consider Frequent 
Flyer Programs to be less valuable. 
 
O’Brien and Jones (1995) mentioned five elements that determine the value of a loyalty 
programs for customers, those elements are: cash value of redemption reward, range of choice of 
rewards, aspiration value of the rewards, subjective likelihood of achieving rewards, and 
scheme’s ease of use. On example could be credit cards. Frequent travelers in many markets are 
gradually shifting their credit card spending to frequent guest and credit card programs (Oliver 
Wyman, 2007). Credit card companies are adding more earn and redemption options; frequent 
travelers can therefore go beyond the traditional ways of redeeming their miles or points on 
flights or hotels. 
 
We have reached the following hypotheses on redemption easiness and redemption options: 
 
Hypothesis 4a: The redemption easiness of an airline’s Frequent Flyer Program is positively 
related to customer satisfaction of the airline. 
Hypothesis 4b: The redemption easiness of a hotel’s Frequent Guest Program is positively 
related to customer satisfaction of the airline. 
 
Hypothesis 5a: The number of redemption options of an airline’s Frequent Flyer Program is 
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positively related to customer satisfaction of the airline. 
Hypothesis 5b: The number of redemption options of a hotel’s Frequent Guest Program is 
positively related to customer satisfaction of the airline. 
 
Additionally, we added a hypothesis for the earning easiness of airlines’ Frequent Flyer Programs. 
Depending on the booking class customers purchase, increasingly, airlines award more 
differentiated earning rates from 200% or 300% for business or first class to 100%, 50%, 25% or 
lower for economy class. 
 
Hypothesis 6: The earning easiness of an airline’s Frequent Flyer Program is positively related 
to customer satisfaction of the airline. 
 
Critical to relationship marketing is probably knowing that not all consumers have to be treated 
the same (O’Brien & Jones, 1995). Not only does preferential treatment increase loyalty through 
prestige and exclusivity but also it maximizes a company’s resources. Identifying which 
customers to reward best is a major task and priority for successful loyalty programs. 
 
Elitism entails a customer’s orienting to some ideological reality in order to claim exclusivity or 
superiority on the grounds of knowledge, authenticity, taste, experience, insight, access to 
resources, wealth, group membership or any other quality which warrants the individual to take a 
higher moral, intellectual, aesthetic, or material ground (Thurlow and Jaworski, 2006). 
 
Because the elite status entitles a consumer to preferential treatment on all flights taken or nights 
stayed of the airline or hotel in the year of qualification, they create large increases in the value 
of earning additional miles or points as the customer approaches the tier status thresholds. This 
gives consumers incentive to accumulate all of their points in a single Frequent Flyer Program or 
Frequent Guest Program. Moreover, if the elite tier threshold is achievable within the efforts that 
customers can make, they will be more incentivized to fly more miles or stay more nights. 
 
The following is our hypothesis on the elite tier threshold of a Frequent Flyer or Frequent Guest 
Program: 
 
Hypothesis 7a: A more achievable threshold of elite tier of an airline’s Frequent Flyer Program 
is positively related to customer satisfaction of the airline. 
Hypothesis 7b: A more achievable threshold of elite tier of a hotel’s Frequent Guest Program is 
positively related to customer satisfaction of the airline. 
 
Data and methodology 
 
Major airlines and hotels in emerging markets have been included in this study. Data of these 
airlines and hotels represent the latest trends of loyalty programs in the industry as they were 
from the latest version of the loyalty programs involved. There are in total 73 loyalty programs 
included, of which, 53 are Frequent Flyer Programs and 20 are Frequent Guest Programs. The 
data were manually collected from the official websites of the selected airlines and hotels in 
October and November of 2013. 
 
The following data (Table 1) were collected as the independent variables according to whether it 
is an airline or hotel loyalty program: 
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Table 1: List of independent variables 
 
Hypothesis Frequent Flyer Program Frequent Guest Program 

H1 Number of airline partners Number of airline partners 
H2 Number of hotel partners Number of hotel partners 
H3 Number of other partners Number of other partners 
H4 Economy short-haul redemption Minimum redemption rate 

Economy long-haul redemption Maximum redemption rate 
Business short-haul redemption - 
Business long-haul redemption - 

H5 Redemption options Redemption options 
H6 Economy earning rate - 

Business earning rate - 
H7 Entry level Elite threshold Entry level Elite threshold 

Top level Elite threshold Top level Elite threshold 
 
For Hypothesis 1, data are the real number of airline partners the Frequent Flyer or Frequent 
Guest program has according to the lasted information from their website. It is worth mentioning 
here that for airlines that belong to an alliance such as Star Alliance, oneworld and SkyTeam, the 
number of partners is substantially higher. For customers of these airlines, taking flights of any 
other member airline earns them miles on their Frequent Flyer Program. For hotels, a growing 
number of Frequent Guest Programs have signed agreement with partner airlines which allows 
guests to earn miles by staying at the hotel. 
 
For Hypothesis 2, the number of hotel partners is actual the number of partner hotels where 
customers can earn miles or points. For hotels, the partners here refer to hotel of other brands 
under the same hotel management group. 
 
For Hypothesis 3, which deals with non airline/hotel partners, the data are the actual number of 
any other type of partners, such as financial, car rental, telecommunication, and retail partners. 
 
For Hypothesis 4, different data were used for airlines and hotels. For airlines, depending on 
whether the reward flight is short haul or long haul, in economy class or business class, the 
required miles vary hugely. Therefore, we have classified the miles requirements into those four 
categories: economy class short haul, economy class long haul, business class short haul, and 
business class long haul. Since the range of short haul and long haul also varies a lot among 
different airlines, we have unified the distance standard, namely, short haul – flights around 500 
miles or domestic flights in some cases, and long haul – flights around 5000 miles which are 
typically routes between Europe and Far East. Data here are miles (in unit of 1000 miles) needed 
to redeem a round trip for those routes and classes. For hotels, redemption rates, or points needed 
to redeem a free night, are normally classified into different categories depending on the level of 
luxury and location. For each of the Frequent Guest Programs included we have collected the 
lowest redemption rate and highest redemption rate available according to the website of the 
program. Since hotel points are awarded according to the amount of dollars that customers have 
spent by a certain ratio, which is different among programs, we are able to translate the required 
points into USD that customers have spent to accumulate those points. And therefore, we can 
unify the redemption requirement into monetary terms and the data here are the USD (in unit of 
100 USD) needed to redeem a free night. 
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For Hypothesis 5, the data are the number of options available for Frequent Flyer and Frequent 
Guest members to spend their miles or points. These options typically include: free flight, free 
night, flight or room upgrade, overweight payment, car rental, shopping, use of lounge, miles or 
point transference among members, donation, etc. 
 
Hypothesis 6 only applies to Frequent Flyer Programs, as mile earning rate varies greatly 
depending on the class of travel and type of tickets from heavily discounted economy class 
which may earn nothing or only 25% of the actual miles flown, to business and first classes 
which earn 200% or 300%. We obtained the average earning rate for economy and business class 
for each of the airlines, and data included are in percentage of the actual miles flown. This 
hypothesis does not apply to Frequent Guest Programs, as the earning rate in hotels is fixed 
conversion rate according to the actual money customers have spent. 
 
For Hypothesis 7, since most Frequent Flyer and Guest Programs have multiple elite tiers, we 
focused on the entry and top tiers, which respectively reflect the accessibility of the elite status 
and the maximum efforts needed to enjoy full advantages of elite members. For Frequent Flyer 
Programs, the threshold is normally by the number of miles flown, so we used the miles needed 
(in unit of 1000 miles) in a year to reach the entry and top tiers. And for Frequent Flyer Programs, 
we used the number of spent nights needed in a year to reach those tiers. 
 
The rating for the airline or hotel is the dependent variable in this study. For airlines, we referred 
to skytrax, a UK based consultancy specialized in airline and airport review and rating. Annually, 
it gives updated rating for commercial airlines around the world. For hotels, we referred to the 
Chinese online hospitality resources of daodao and ctrip, which offer ratings of Chinese and 
Western luxury hotels operating in China. Ratings for airlines and hotels are both unified into a 
range with the maximum achievable score of 100. 
 
With all the dependent and independent variables obtained, we used the statistics and data 
analysis software Stata to analyze the data and test the hypotheses. As shown in the next session, 
regressions were run in groups according to independent variables, and we analyzed the 
coefficient, the t value, and p value to test the hypotheses. 
 
Results 
 
Table 2 shows the results of the regression of airlines rating which test Hypothesis 1a, 2a, and 3a. 
As can be seen, a Frequent Flyer Program’s number of airline partners is positively related to 
customers’ rating of the airline. And this relationship has a very high level of statistical 
significance. This result fully supports our Hypothesis 1a, that the number of airline partners in a 
Frequent Flyer Program is positively related to customer satisfaction of the airline. However, for 
the number of hotel partners and other partners, no statistically significant relationship was found, 
which rejects the corresponding hypotheses 2a and 3a.  
 
For Table 3, which tests hypothesis 1b, 2b, and 3b, the results are very similar: the number of 
airline partners of a Frequent Guest Program is positively related to customers’ rating of the hotel 
with statistical significance. While the number of hotel and other partners has no statistically 
significant relationship with customers’ rating. Therefore, Hypothesis 1b is supported, and 
Hypothesis 2b and 3b cannot be supported. 
 
Thus, both Frequent Flyer and Frequent Guest Program members are most attracted to miles 
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earning possibility with airlines. For Frequent Flyer Program members, although by staying at 
partner hotels and consuming other partners’ service or products they can obtain miles as well, 
yet these approaches usually award miles in a less attractive amount than directly through flying. 
For Frequent Guest Program members, they seem to be more interested in earning partner 
airlines miles than earning hotel points despite being the hotel’s loyalty program member. This is 
an interesting result, which reflects the possible higher attractiveness of airline miles than hotel 
points. A possible explanation could be that airline miles have a potential advantage of 
redeeming air tickets that could be too expensive to afford in cash when it comes to business or 
first class or buying tickets at short notice. 
 
Table 2: Regressions of airlines rating (t-statistics in parentheses): H1a, 2a, 3a 
 

 
Number of airline partners                                      0.560*** 

(2.86) 
Number of hotel partners                                       0.250 

(0.88) 
Number of other partners                                       -0.182 

(-1.09) 
 

*** Significant at the 1% level 
 
Table 3: Regressions of hotels rating (t-statistics in parentheses): H1b, 2b, 3b 
 

 
Number of airline partners                                      0.482** 

(2.58) 
Number of hotel partners                                       -0.455 

(-1.06) 
Number of other partners                                       -0.292 

(-0.59) 
 

** Significant at the 5% level 
 
Table 4 shows the result of testing Hypothesis 4a that the redemption easiness of an airline’s 
Frequent Flyer Program is positively related to customer satisfaction of the airline. As can be 
seen in the table, among all the four scenarios, none of them shows statistically significant 
relationship, which rejects Hypothesis 4a. 
 
On contrary, for Hypothesis 4b, the results are very different (Table 5). The minimum 
redemption rates in hotels are tested to be negatively related to customers’ satisfaction, though 
the maximum redemption rates are positively related to customers’ satisfaction. 
 
These results could be due to the fact that most accumulated miles end up unredeemed either 
because the accumulated miles are not sufficient or because the availability of seats that can be 
redeemed as reward ticket is decreasing. On the other hand, airlines are increasing launching 
promotional rates for air tickets redemption. In either case, customers tend to pay less attention 
to the written mileage requirement. For Frequent Guest Programs, however, room availability is 
normally higher than air ticket availability, and promotional redemption rates come less often 



8 
 

than the case of airline miles. As to the different results between minimum and maximum 
redemption rates, the minimum rate represents the threshold for redemption, which offers more 
incentive to customers if it is low, while the maximum rate represents, on the other hand, the 
level of luxury of the hotel, which is more likely to be positively related to customer satisfaction. 
 
Table 4: Regressions of airlines rating (t-statistics in parentheses): H4a 
 

 
Economy short-haul redemption                                -0.299 

(-0.39) 
Economy long-haul redemption                                  0.271 

(1.04) 
Business short-haul redemption                                 0.040 

(0.11) 
Business long-haul redemption                                  -0.041 

(-0.33) 
 

 
Table 5: Regressions of hotels rating (t-statistics in parentheses): H4b 
 

 
Minimum redemption rate                                      -1.953** 

(-2.35) 
Maximum redemption rate                                      0.103*** 

(3.52) 
 

** Significant at the 5% level, *** Significant at the 1% level 
 
For Hypothesis 5a and 5b on the relationship between redemption options and customer 
satisfaction, results are presented in Table 6 and 7. As shown on the tables, for both Frequent 
Flyer and Guest programs, the number of redemption options is positively and significantly 
related to airline and hotel customer satisfaction, which support our Hypothesis 5a and 5b. 
 
Table 6: Regressions of airlines rating (t-statistics in parentheses): H5a 
 

 
Redemption options                                            2.471** 

(2.64) 
 

** Significant at the 5% level 
 
Table 7: Regressions of hotels rating (t-statistics in parentheses): H5b 
 

 
Redemption options                                            2.073** 

(2.30) 
 

** Significant at the 5% level 
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For Hypothesis 6, on the relationship between miles earning easiness and customer satisfaction 
of airlines, the result is shown in Table 8. Both economy class earning rate and business class 
earning rate are significantly related to customer satisfaction. But interestingly, economy class 
earning rate has a positive relationship with customer satisfaction, while business class earning 
rate has a negative relationship with customer satisfaction. Therefore, for economy class, our 
hypothesis is supported, but for business class, it is the opposite, the more miles customers can 
earn, the less satisfied they are. We also found that smaller or less well known airlines tend to 
offer higher earning rate for business class to attract high-end customers, who are the main profit 
contributor in many cases. But travelers of business class tend to ask more than just double or 
triple miles, and by simply offering more miles, airlines can hardly gain their high satisfaction. 
 
Table 8: Regressions of airlines rating (t-statistics in parentheses): H6 
 

 
Economy earning rate                                           33.96** 

(2.22) 
Business earning rate                                         -15.79*** 

(-2.90) 
 

** Significant at the 5% level, *** Significant at the 1% level 
 
For Hypothesis 7a and 7b on elite tiers’ relationship with customer satisfaction, we found, as 
shown in Table 9 and 10, that elite threshold, either for Frequent Flyer Programs or Frequent 
Guest Programs, has little impact on customer satisfaction, which rejects Hypothesis 7a and 7b. 
A possible explanation could be that the majority of the customers, either airline or hotel 
customers, are not elite members of their loyalty programs. The idea of setting elite status is to 
offer better and exclusive treatment to a very limited number of customers. And when a survey is 
conducted among all customers, opinions of elite members, who are the minority, can be difficult 
to make significant impact on the overall ratings. 
 
Table 9: Regressions of airlines rating (t-statistics in parentheses): H7a 
 

 
Entry level Elite threshold                                       0.140 

(0.47) 
Top level Elite threshold                                        0.010 

(0.54) 
 

 
Table 10: Regressions of hotels rating (t-statistics in parentheses): H7b 
 

 
Entry level Elite threshold                                       0.229 

(0.44) 
Top level Elite threshold                                        0.194 

(1.18) 
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Conclusions 
 
In this study we assessed airline and hotel loyalty programs in terms of their effect on customer 
satisfaction. We focused on airlines and hotels from emerging markets where the market is 
growing unprecedentedly fast yet much less research has been done compared with mature 
markets. This study fills the academic void by adding new insights through loyalty programs, an 
increasingly important marketing and operations tool. As the two most important sectors in the 
hospitality industry, airlines and hotels offer a comprehensive tool for us to know the level of 
development and customers’ needs of the hospitality industry of a country or region, and provide 
us with a perfect platform to study loyalty programs and their impact on customer satisfaction. 
 
It has been found in the study that for Frequent Flyer Programs of an airline, the number of 
airline partners, the number of redemption options, and miles earning easiness in economy class 
are variables that are positively related to the level of customer satisfaction. For Frequent Guest 
Programs of a hotel, the number of airline partners, the number of redemption options, and 
redemption easiness of free nights are variables positively related to customer satisfaction. 
 
The contributions of this study consist in its novel approach in assessing a relevant issue in a 
relevant market. Researches on loyalty and loyalty programs abound in the literature. But the 
combination of loyalty programs and customer satisfaction in a setting of emerging markets is 
almost non-existent. This study fills this void. Based on a set of the most updated data, results of 
this study provide some important academic and managerial implications, and reflect the latest 
trends and needs of airline and hotel customers in emerging markets, which are valuable for 
hospitality companies operating in the beyond these markets. 
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