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As booking options in 
the lodging landscape 
continue to evolve and 

expand, hotels have been forced 
to adapt to changing market 
conditions. Consumers are 
increasingly booking online 
to the tune of 42 percent of all 
hotel reservations in 2016 being 
booked via online distribution 
channels. In response, hotel 
brands and operators have been 
dedicating significant resources 
to encourage those consumers 
to book directly with the hotel. 

The benefits of having 
consumers book directly are 
obvious. First, reservations 
made directly with the hotel 
are considerably less expensive 
than those booked through an 
indirect channel using a third-
party intermediary. Second, 
direct reservations keep the 
hotel as the single point of 
contact with the guest, thereby 
avoiding any third-party 
intermediary communication, 
and often confusion, between 
the hotel and its guests.

Over the years, much 
of the online travel agency 
marketing message has been 
centered around positioning 
the intermediary channel as 
the go-to resource to strike an 
opportune deal and receive 
discounts on hotel rates. Since 
early 2016, one of the primary 
efforts embraced by many 
lodging companies is to rewrite 
the script in terms of where the 
“best deals” and “best rates” 
are available. These “book-
direct” campaigns are a mode 

of industry education to inform 
consumers about the hotel 
distribution environment and 
to drive home the point that 
loyalty members are held in 
high regard by the hotel brand 
and thus will receive the best 
rate available in the market. To 
gain access to the book-direct 
promotion featuring the lowest 
room rate offered, guests are 
required to either be a current 
loyalty member or complete the 
brief loyalty application while 
in the reservation booking flow. 
Thus, in addition to driving 
more direct bookings through 
the promotion of the loyalty 
program, it has also had the 
positive effect of increasing 
loyalty program membership. 
As such, in many ways, brand 
loyalty programs are effectively 
the new system contribution, 
a mechanism by which the 
hotel company’s brand equity 

can directly influence and 
increase the occupancy of their 
properties.

In 2016, just under 50 
percent of all actualized 
roomnights at hotels that are 
part of major hotel brands with 
loyalty programs were made 
by loyalty members. That is an 
increase of 5.7 percent year-
over-year. Considering overall 
roomnight demand growth 
of only about 1.5 percent 
nationally, the increase in 
bookings by loyalty members 
outpaced roomnight growth 
by nearly four times. The 
percentage of bookings made 
by loyalty members, as well as 
that figure’s change year over 
year, varies substantially based 
on the source of business of the 
reservation. Figure 1.1 depicts 
the percentage of roomnight 
bookings made by guests who 
were loyalty members. Loyalty 
contribution percentage is 
calculated as the percentage of 
total roomnights booked by 
loyalty members at properties 
with a brand loyalty program at 
the time of the booking. 

As shown, the loyalty 
contribution percentage displays 
a wide margin ranging from 
a high of 83.8 percent for 
reservations made on brand.
com to a low of 11.7 percent 
for bookings made through an 
OTA. These results, including 
the high proportions for direct 
channels, are expected because 
bookings made in 2016 were 
reflective of the “book direct” 

push through brand.com, which 
offered room-rate discounts 
for loyalty members. OTAs do 
not offer a means of identifying 
the guest as a loyalty program 
participant. The 11.7-percent 
loyalty contribution stemming 
from OTA reservations would 
be the result of the guest 
presenting his or her loyalty 
membership card at check-in or 
between the OTA transaction 
and the arrival on property.  

The relatively low 
percentage, 37 percent, of 
loyalty contribution from 
guests who booked through 
the property-direct channel is 
notable. Clearly, this displays an 
opportunity for improvement 
through training to increase 
that percentage going forward. 
The percentage of loyalty 
contribution from the group 
channel was also surprisingly 
low at 35 percent. However, 
group reservations were the 
fastest-growing booking-
channel segment in terms of 
loyalty contribution growth at 9 
percent in 2016. There is every 
reason to believe the loyalty 
contribution for both property-
direct and group channels will 
continue to rise in the years to 
come.

Properties that are part of 
brands with newer or recently 
reinvigorated loyalty programs 
tend to have a higher loyalty 
contribution percentage. These 
hotels tend to be concentrated 
in the upper-midscale to upper-
upscale chain scales due in 

part to the amount of branded 
properties in those scales.

Interestingly, the percentage 
of the loyalty contribution was 
much higher during the week 
than it was on the weekends, 
indicating a strong penetration 
in the frequent-business-traveler 
community with room for 
growth in adoption by leisure 
travelers (weekdays are defined 
here as Sunday through 
Thursday, and weekends are 
Friday and Saturday). As 
shown in figure 1.2, the loyalty 
contribution was about 10 
percentage points higher during 
the weekdays than it was on 
the weekends. While there are 
many potential explanations 
for this noteworthy disparity, 
the likely conclusion is due to 
a higher percentage of non-
business travelers that make the 
occasional weekend trip but are 
less brand loyal and more likely 
to book through an OTA.

Hotel brands and companies 
are deeply focused on driving 
loyalty contribution at their 
properties. This percentage 
of loyalty contribution will 
change over time and will be 
a key metric to evaluate as the 
programs evolve. As consumer 
awareness continues to grow 
surrounding the benefits of 
booking directly, we suspect 
the percentage of loyalty 
contribution will grow along 
with it. HM
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