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ny good Customer Relationship 

Management (CRM) professional will 

tell you that the first thing you need to 

do is to identify the objectives for your CRM 

initiative.  For most hotel companies, these 

objectives typically include crucial measures like 

increasing repeat patronage, increase guest 

satisfaction indices, growing RevPAR and 

RevPAR Index and so on.  Some companies will 

identify more sophisticated objective and 

metrics, such as increasing the number of 

guests shared across properties or increasing 

“share of mind” in the guest universe. 

Where things get really interesting, the 

second task that your CRM consultant will tell 

you comes next:  What are the supporting 

strategies the hotel company can employ to 

achieve the objectives?  These strategies take 

many forms and the hotelier’s challenge is to 

select from the many available to organize the 

suite of tools that best fit the organization in 

achieving the defined objectives 

The granddaddy of CRM strategies is the 

frequency program (or loyalty program), 

perhaps first formalized by Gold Bond1 trading 

stamps or their erstwhile competitor, S&H 

Green Stamps.  Back in 1981, American Airlines 

launched the AAdvantage program, which 

spawned countless similar programs:  Look in 

your own wallet, right now!  You will find 

membership cards from several hotel 

companies, airlines, rental car companies and 

                                                           

 

1
 That would be the Gold Bond Stamps from 

Carlson Cos., owners of Radisson, Country Hearth 
and other hotel brands in addition to other lines of 
businesses 
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even a couple grocery stores.  And most of your 

credit cards have a loyalty component  

A couple data points, courtesy of our friends 

at Colloquy: 

 More than 1.8 billion loyalty program 

members of US-based programs 

 An average of 14.1 memberships per US 

household 

And of particular interest to the Hospitality 

Upgrade readership community: 

 161.9 million memberships in hotel 

programs 

But there is much more to the art of Customer 

Relationship Management than merely loyalty 

points and programs.  The two major 

dimensions of CRM strategies employed by 

hotels are often described as points-based or 

recognition-based.  And there are numerous 

other strategies the hotel company can employ 

in their pursuit of their nominated CRM 

objectives.  The table below lists some of those 

strategies, organized by segment and size of 

hotel company.  The balance of this article will 

examine the business drivers leading a company 

active in a given segment or of a given size to 

tend to choose on strategy over another.    

Now, this is not intended to be an 

exhaustive list, there are certainly 

legitimate CRM strategies not listed above, 

most notably Social Media, probably an 

entire issue in its own right.  Likewise, the 

slotting of a given strategy into a given 

segment and size cell is by no means 

absolute.  For example, independent hotels 

and small brands can play in the points 

game today by affiliating with either of a 

couple of points-awarding organizations 

now getting traction, Voila and Stash 

Rewards.  And there are certainly 

sophisticated, small, upscale brands doing 

marvelous things with data mining, notably 

Denihan Hospitality. 

Size Matters 

Looking at the matrix, the first thing you 

will observe is that the large companies are 

employing more strategies than small or 

medium companies…and there are more!  
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The larger companies pursue more 

strategies and more complex ones because 

they can do so and because they must do 

so.  A large company naturally gravitates to 

the points-based kind of program because it 

takes advantage of their large numbers of 

properties in different markets, ensuring 

that the points-loyal customer can earn and 

burn in whatever city they find themselves 

in, traveling for business or pleasure.   

As the program grows, so does the 

demand for other ways to 

“burn” or redeem points, 

leading to complex 

programs with dozens of 

redemption partners, 

allowing one to trade hotel 

points for airline tickets, 

merchandise, gift cards or 

even –egads!- stays at 

other brands of hotels 

(IHG).  Sharing of data 

between hotels typically 

becomes more important 

as the hotel company 

grows, as does the ability 

to create additional revenue by data mining 

information about your best guests, thus 

helping you to find more potential guests 

similar to them. 

Luxury Comes at a Price 

The other major driver of CRM 

sophistication in our CRM strategy table is 

segmentation.  Not surprisingly, luxury 

operators do more with CRM than upscale, 

who do more (much more) than their 

typical select service brethren.  And they 

should.  The concept of knowing the guest 

and remembering what they like and dislike 

enhancing the next visit is central to the 

brand promise of any luxury hotel, be it an 

independent or a global brand.  So even 

independents and small luxury brands are 

compelled to invest in CRM applications in 

order to fulfill this promise.  Also, do not 

forget that the higher average room rate, 

higher occupancies and above average 

property size found in the luxury segment 

combine to make these 

investments much more 

profitable for the hotel 

company. 

Another part of the 

luxury brand promise is 

that the guest is not 

buying a hotel room.  

Rather, the visit is an 

experience, one to be 

savored, reminisced over 

and ideally, repeated for a 

new experience.  This 

leads to a CRM strategy of 

retaining those expressed 

and observed preferences and making a 

special and unique experience out of each 

visit, rather than a cookie-cutter stay. 

The ability to share data between hotels is 

more important for luxury than other 

segments as well.  The ability to recognize a 

guest that has never stayed with you before 

and service them as a frequent repeat 

customer is a powerful way to 

communicate that they are a guest of the 

brand, not of a single hotel. 

“After free nights, 

our most common 

redemption method is 

a Home Depot gift 

card.” – Michelle 

Valentino, VP, Loyalty, 

Wyndham Worldwide 
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What About the Middle? 

Yes, The Middle is a great TV show, but 

not what I was talking about.  What about 

mid-size hotel brands operating more in 

upscale than luxury?  What strategies are 

they forced to turn to?  By and large, a mid-

size brand that lacks the broad geographical 

distribution of a large company will still 

need to offer points, if not their own, then 

500 miles in the airline program of the 

guest’s choice.  This type of point-reward is 

simply the price of entry for a hotel 

company that isn’t quite luxury and not 

quite a large company. 

This class of company will still need to 

invest in the interfaces to buy points 

efficiently, but will often want to layer other 

incentives on top of the points, perhaps 

rewards for staying in multiple properties, 

for example.  They might not have the 

marketplace weight to engage with every 

major retailer for gift card redemption, but 

they might find select partners with brand 

affinities that reinforce their own brand 

values for specific rewards that should be 

very relevant to their brand advocates. 

It Isn’t Easy at the Low End 

You will note in the matrix above that 

small companies in limited-service typically 

do not have formal CRM initiatives in place.  

At that size and that segment, it simply 

doesn’t pay, so they will usually concentrate 

on running lean and having a smile for any 

familiar face that comes in the door.  
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