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ABSTRACT

This research aims to identify the most important factors that contribute to customer loyalty
in the hotel sector, specifically in Dubai's hotels. Small and medium-sized hotels (SMSHSs)
were examined from the standpoint of their customers using customer loyalty as a
performance metric. This research shed additional light on how customer satisfaction and
trust in SMSHs contribute to customer loyalty, particularly within Dubai's hotel sector
SMSHs. A quantitative research involves the data was analysed using Smart-PLS based on
a sample random of 384 respondents from SMSHs in Dubai. The findings showed a positive
and significant relationship between customer trust, service quality, customer satisfaction
and customer loyalty in the SMSHs in Dubai. Also, customer satisfaction mediates the
relationship between customer trust and customer loyalty, and customer satisfaction
mediates the relationship between customer trust and customer loyalty in the SMSHSs in
Dubai. To boost client satisfaction, hotels should undertake a more detailed service
assessment of online hotel performance and improve the hotel's application system, which
is prone to faults, by speeding up digital technology. An original research on small and
medium-sized hotels in Dubai would provide valuable insights into the unique challenges
and opportunities faced by this segment of the hospitality industry in a highly competitive
and dynamic market.



MENGANALISIS FAKTOR IMPAK KESETIAAN PELANGGAN DI KALANGAN
HOTEL KECIL DAN SEDERHANA DI DUBAI

ABSTRAK

Penyelidikan ini bertujuan untuk mengenal pasti faktor terpenting yang menyumbang
kepada kesetiaan pelanggan dalam sektor hotel, khususnya di hotel Dubai. Hotel kecil dan
sederhana (SMSH) telah diperiksa dari sudut pandangan pelanggan mereka menggunakan
kesetiaan pelanggan sebagai metrik prestasi. Penyelidikan ini memberi penerangan
tambahan tentang bagaimana kepuasan dan kepercayaan pelanggan terhadap SMSH
menyumbang kepada kesetiaan pelanggan, khususnya dalam SMSH sektor hotel Dubai.
Kajian kuantitatif melibatkan data dianalisis menggunakan Smart-PLS berdasarkan sampel
rawak 384 responden daripada SMSH di Dubai. Dapatan kajian menunjukkan hubungan
yang positif dan signifikan antara kepercayaan pelanggan, kualiti perkhidmatan, kepuasan
pelanggan dan kesetiaan pelanggan dalam SMSH di Dubai. Selain itu, kepuasan pelanggan
menjadi pengantara hubungan antara kepercayaan pelanggan dan kesetiaan pelanggan,
dan kepuasan pelanggan menjadi pengantara hubungan antara kepercayaan pelanggan dan
kesetiaan pelanggan dalam SMSH di Dubai. Untuk meningkatkan kepuasan pelanggan,
hotel harus melakukan penilaian perkhidmatan yang lebih terperinci tentang prestasi hotel
dalam talian dan menambah baik sistem aplikasi hotel, yang terdedah kepada kerosakan,
dengan mempercepatkan teknologi digital. Kajian asal mengenai hotel kecil dan sederhana
di Dubai akan memberikan pandangan berharga tentang cabaran dan peluang unik yang
dihadapi oleh segmen industri hospitaliti ini dalam pasaran yang sangat kompetitif dan
dinamik.



ACKNOWLEDGEMENT

Alhamdulillah, Praise to Almighty Allah (SWT) who blesses me for the success completion
of my thesis. This master research has been challenging with full of twist and turn, and finally
reached a satisfying end. Thank you for Allah (SWT) and the prayers from my family and

friends. I would never have done this alone without the support from them.

Besides that, a special thanks to UTeM and all the staffs involved that provided various
facilities and help towards the completion of this thesis. Next, an extremely evince my
heartfelt appreciation to my beloved family and friends with their endless support,
encouragement, and care throughout completion of this thesis. Finally, an honestly heart to
show my thankfulness to those who involved either directly or indirectly towards this thesis.

Hopefully, this thesis was a reference to the others in the future.



DECLARATION
APPROVAL
DEDICATION
ABSTRACT

ABSTRAK
ACKNOWLEDGEMENTS
TABLE OF CONTENTS
LIST OF TABLES

LIST OF FIGURES

LIST OF ABBREVIATIONS
LIST OF APPENDICES
LIST OF PUBLICATIONS

CHAPTER

1. INTRODUCTION
1.1  Introduction
1.2 Background
1.3 Problem statement
1.4 Research questions
1.5 Research objectives

TABLE OF CONTENTS

1.6  Significance of research

1.7  Scope of research

1.8  Operational definition terms
1.9  Structure of the thesis

1.10 Summary

2. LITERATURE REVIEW
2.1 Introduction

2.2 Hotel industry in UAE

2.3 SMSHs in the UAE

2.4  Traditional service quality
2.5  Service quality in hotels

2.6  Service quality
2.7 Customer trust

2.8  Customer satisfaction

2.9  Customer loyalty

2.10 The relationship between variables

2.10.1 Relationship between service quality and customer

satisfaction

2.10.2 Relationship between and service quality and customer

loyalty

2.10.3 Relationship between customer trust and customer

satisfaction

PAGE

vii
viii

Xi

el

10
11
11
11
12
13

14
14
14
15
18
19
23
24
27
30
34
34

35

36



211

2.12
2.13
2.14

2.10.4
2.10.5

2.10.6

Relationship between customer trust ad customer loyalty
Relationship between customer satisfaction and customer
loyalty

Customer satisfaction as mediator

Theoretical background

2.11.1
2.11.2

Expectancy-Disconfirmation paradigm
Inferred versus direct disconfirmation

Complementarity between variables
Research framework
Summary

RESEARCH METHODOLOGY
Introduction
Research philosophy and approaches

3.1
3.2

3.3
3.4
3.5
3.6
3.7
3.8
3.9
3.10
3.11
3.12
3.13
3.14

3.15

3.16

3.17

3.2.1
3.2.2
3.2.3
3.24

Positive paradigm

Critical theory paradigm

Constructivism paradigm

Choice of philosophical paradigm and justification

Research approach

Research method

Research design
Development of questionnaire
Location of research
Population and sample size
Sampling techniques
Elements of analysis

Data collection method
Questionnaire design

Rating scales for the response
Reliability and validity

3.14.1

Reliability

3.14.2 Validity

3.14.3
3.14.4
3.14.5

Pilot research
Instruments development
Instruments parts

Technique of data analysis

3.15.1
3.15.2

Structural equation modelling
PLS based structural equation modelling

Stages of structural equation modelling

3.16.1
3.16.2
3.16.3
3.16.4
3.16.5
3.16.6
3.16.7
3.16.8
3.16.9

Stage-one (Measurement model)
Reliability measures

Content validity

Convergent validity

Discriminant validity

Stage-Two (Structural model)
Collinearity assessment

Estimating path coefficients
Coefficient of determination or (R?)

Summary

37
37

39
43
45
46
47
48
50

51
51
51
56
56
57
58
59
60
62
64
65
65
69
70
70
72
72
73
73
76
77
79
79
80
81
81
82
83
83
85
85
86
89
89
88
88
89



RESULT AND DISCUSSION

4.1
4.2

4.3
4.4

4.5
4.6

4.7
4.8

Introduction

Preliminary analysis

4.2.1  Missing value analysis

4.2.2  Assessment of outliers

4.2.3  Normality test

4.2.4  Multicollinearity

4.2.5  Descriptive analysis
Demographic analysis

Measurement modelling

4.4.1 Reliability test

4.4.2  Convergent validity

4.4.3  Discriminant validity

Structural model

Hypotheses testing

4.6.1 Hypothesis testing (direct impact)
4.6.2  Hypothesis testing (mediation impact)
4.6.3  Summary of research hypotheses
Discussion of the research findings
Summary

CONCLUSION AND RECOMMENDATION

5.1 Introduction

5.2  Summary of findings

5.3  Theoretical contribution

5.4  Managerial implication

5.5  Limitations of the research

5.6  Recommendations and future research
5.7  Conclusion

5.8  Summary

REFERENCES

APPENDICES

Vi

90
90
90
91
92
93
93
94
95
96
98
99
100
101
103
104
105
106
107
110

111
111
111
112
112
113
113
115
116

117
141



TABLE

2.1

3.1

3.2

3.3

3.4

3.5

3.6

3.7

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

411

412

4.13

LIST OF TABLES

TITLE
Table of previous research
Basic beliefs of alternative inquiry paradigm
Structure of questionnaire
Krejcie and Morgan sample size determination
The characteristics of research reliability
The types of research validity
Reliability result for pilot testing
Ilustrates the 5 Likert Scale
Missing values
Examining existence of significant outliers
Results of Skewness and Kurtosis for normality test
Test for multicollinearity on assessment of tolerance and VIF values
Descriptive statistics for research variables
Profile of respondents (N=384)
Rule of thumb for reliability and validity (Wong, 2013)
Measurement model evaluation
Results of discriminant validity by Fornell-Larcker criterion
PLS rule of thumb
Summary of the direct impact
Mediation testing (indirect impact)

Summary of hypotheses testing

vii

PAGE

40

54

64

67

74

76

78

79

92

92

93

94

94

96

97

99

100

101

104

106

106



LIST OF FIGURES

FIGURE TITLE PAGE
2.1 Conceptual framework 49
3.1 Research flowchart 63
3.2 UAE Map by Google Map (2022) 65

3.3 Hotel inventory by category and performance by Dubai Tourism (2021) 66

3.4 Source of visitors by region Dubai Tourism (2021) 67
41 Measurement model of the research 101
4.2 Structural model of the research 103

viii



LIST OF ABBREVIATIONS

AVE - Average variance extracted

BR - Bank reputation

CF - Customer focus

CFA - Confirmatory factor analysis

CR - Composite reliability

EFA - Exploratory factor analysis

EM - Expectation-maximization

GDP - Gross domestic product

GoF - Goodness of fit

PLS - Partial least squares

SDG - sustainable development goals

SEM - Structural equation modelling

SPSS - Statistical package for the social science
SQC - Statistical quality control

VIF - Variance inflation factor
VRIN - Valuable, rare, inimitable, and non-substitutable



LIST OF APPENDICES

APPENDIX TITLE PAGES
A Survey Questionnaire 141



LIST OF PUBLICATIONS

Al-Balushi, A.A.M. and Musa, H., 2023. Analysing the Impact Factors of Customer Loyalty
Among Small and Medium-Sized Hotels in Dubai. International Journal of Professional

Business Review, 8(5), p.74.

Xi



CHAPTER 1

INTRODUCTION

1.1 Introduction

This section starts with an introduction of the research’s context, providing a brief
description of tourism and hotel development in the UAE.Following that, the problem
statement for the discussed subject, Following that are research problems and research
priorities that are directly related to the problem statement. Additionally, the research's
significance, scope, and limitations have been discussed.The chapter concludes with a

discussion of the research's organisation.

1.2 Background of the research

The UAE hotel market is valued at $14.6 billion (Gulf News, 2015), which rises by
16 %each year. This year, the total contribution by the UAE’s GDP to the gross domestic
product is expected to hit 8.5%, with an annual growth of 4.5% to AED 122.6 billion. As
rationale for globalisation, economies are being increasingly dynamic, diversified, and
consumer-oriented; customers are seeking increasingly choice, better product, more
productivity and more reliable distribution (Valk and Yousif, 2023). Paying a commaodity to
the correct location needs improved productivity, both inside the business and across the
whole supply network, in good timing and at the lowest rate. The rivalry is not local
anymore, but worldwide, since businesses search for ways to lower their prices while
working hard to boost the standard of their goods while meeting long-term consumer

demands. Nearly all big hotels and resorts worldwide have established a branch in the region



in recent years. As the city increases tourism potential, the Government of the UAE is issuing

visas for visitor arrivals from more and more countries (Bocanet et al., 2022).

Additionally, the UAE has a longstanding experience of being a premier tourism and
leisure destination. These sectors contribute significantly to the UAE's successful economic
diversification policy, which has resulted in rapid and sustained growth. And because Dubali,
in particular, is regarded as one of the world's most favourable tourist destinations, hotels
play a critical role in demonstrating exceptional hospitality that reflects the country's best
image. As a result, major global hotel chains, including Hilton, Hyatt, and Marriott, have
invested significantly in the UAE hospitality industry. Additionally, this country gave rise
to brands like Emaar and Jumeirah. Each year, the country sees the construction of several
hotel resorts, both foreign and domestic, that provide a greater level of hospitality services.
Additionally, the hotel industry has a significant role in deciding the location of a large
number of international and regional events, such as conferences, seminars, training
programmes, annual meetings, and festivals (Valk and Yousif, 2023). According to Gissing
and Wallace (2014), hotels have become a popular site for panels and discussions in the
United Arab Emirates. Customers like hotels that offer superior service at a reasonable price
and a variety of features (Haque et al., 2019). For many years, customer satisfaction has been
crucial in the service industry ((Bocanet et al., 2022).). In 2017, the hospitality sector
contributed around 4.6 percent to the UAE's gross domestic product (GDP) and generated
the most job opportunities in the country (UAE Business Council report, 2019). Numerous
prior studies, like those by Al-dweeri et al. (2017) and Alzoubi et al. (2020), have established
that service quality has a significant impact on customer satisfaction, delight, trust, and
commitment. Although it is still limited to the UAE's hospitality business, it has an impact

on consumer loyalty.



SMSHs in the UAE are distinct from those in other hotel sectors (Ahmad, 2019). The
majority of SMSHs in the UAE are family or privately owned and have been in operation
for less than ten years. According to Ahmad (2019), the vast majority of SMSHSs are run by
volunteers. The owners are referred to as "amateurs" because of their lack of official training
in the hospitality and tourism industries. For these entrepreneurs, reality is more important
than theory when it comes to hotel management. While most SMSHs have an average staff
size of 30 employees, more than a third of them have less than 10 employees. Expats from
countries including the Philippines and Pakistan, Bangladesh, India and Nepal make up most
of the workforce. Due to long hours, low pay, and a lack of expertise, local workers are often
reluctant to join the field (The National, 2014). SMSHSs were first funded mostly by personal
investments, family/relatives and private loans, government grants and bank loans (Ahmad,
2019). Even more problematic is the fact that there is a lack of educational background and
a lack of expanding resources and low profitability and low skill levels among workers, as
well as significant staff turnover. SMSHs offer low entry barriers and a highly fragmented
market, which draws entrepreneurial spirit. As a result, the market is quite competitive, with

a lot of inconsistencies in service.

The majority of SMSHs in the UAE believe that word-of-mouth marketing, together
with the usage of the internet, brochures, and travel agents, is essential for attracting both
local and international tourists (Ahmad, 2019). It is because the SMSHs are reasonably
priced that they appeal to a wide range of consumers ranging from students to the middle-
class traveller (Chan et al., 2019). This group of SMSHs is usually praised for their warm
demeanour, personalised service, and concentration on the unique needs of each and every
client. The SMSH architecture is likely to be tailored to the specific needs of the location.
As an example, the hotelier's own style in interior design was often be evident while using

standard room units with little amenities and following impersonal professional trends
3



(Melhem et al., 2021). As a result of their large housing stock, inexpensive rents, convenient
location, and lack of amenities and services, SMSHSs can be a good investment (Melhem et

al., 2021).

Academic studies have focused on how service quality affects outcomes such as
customer loyalty, satisfaction, and even trust. Due to their potential to boost operational
efficiency and profitability, service quality concepts have experienced an increase in
popularity in recent years (Priporas et al., 2017). It is, nevertheless, a constant challenge to
keep customers satisfied through better service quality. Satisfaction is the foundation for an

enterprise or an agency to accomplish the objectives. Any happy client has an initiative or tends to
build an individual or company pleasant and fruitful partnership (Jenneboer et al., 2022). Customer
loyalty has emerged as one of today’s most important strategies for retaining a strategic edge for
market victory and longevity by superior customer delivery. Jenneboer et al. (2022) claimed that
excellent service represents a benefit policy because it was result in more potential clients, more
business with current customers, less consumer loses, more price isolation and fewer failures that

was need a re-service.

The pre and post-consumption assessment of service features such as comfort,
protection, security and response are of significant concern to the growth of consumer
loyalty in the hotel sector (Mmutle, 2017). Trust, therefore, represents a permanent reaction
that evolves following an examination of the post-commerce and strengthens consumer
convictions that service providers should not take an opportunity to conduct themselves
(Kotler and Keller, 2012). In other terms, if the consumers believe that the service providers
are trustful, they feel secure and assured about maintaining their ties with service
providers.The analysts, on the other side, have taken great care of the history of consumer

loyalty, which is very significant for an organisation (Tarofder et al., 2017) as service



efficiency. While there is a range of service quality models, consumer satisfaction

backgrounds are by far the most common and checked.

Obviously, one of the most significant problems for travellers around the world is the
cost of lodging; SMSHs deliver a lower price as compared to other industries. Although it is
anticipated that this sector was do well, it is also believed that visitors was downgrade to
cheaper and lower star-rated hotels (Nazari et al., 2020). As a result, the SMSH sector could
be a viable option for customers seeking cost savings. SMSHSs (three-star and lower) saw a
15% to 20% decline in revenue due to competition, and some hoteliers were forced to sell
their properties due to a lack of business in UAE (Melhem et al., 2021).Additionally, the
SMSH sector in the UAE has not grown properly (Tahir, 2021). In the hotel/tourism industry,
high service quality and enhanced customer loyalty are usually viewed as vital components
for increasing and anticipating organisational and company efficiency (Liu et al., 2020).
Customer satisfaction is crucial for SMSHs as well, as hotel operations are customer-driven

(Nazari et al., 2020).

Many studies have analysed and discussed the relationship between consumer
satisfaction and loyalty to consumers (Maisya et al., 2019). While examining the role of
customer experience and quality of service in satisfying customers (Jhandir, 2012). The
credibility of firms and the confidence of consumers in these service businesses
(Kandampully and Hu 2017; Sarstedt et al., 2012) is also apparent (Tjiptono, 2014). The
uniqueness of this research contributed to a strong link between the dimensions of the
standard of service, happiness and confidence as the essential cornerstone of consumer

loyalty.



1.3 Problem statement

The UAE boasts itself as the Middle Eastern region’s most popular travel destination
with about 14.1 million international tourists in 2015, and a predicted 18.8 million tourists
in 2022 (Ahmad, Ahmad and Papastathopoulos, 2018). According to The World Travel and
Tourism Council Report (WTTC) (2016), in 2015, travel and tourism was responsible for
AEDG64.9bn of the UAEs Gross Domestic Product (GDP), which was 4.2 per cent of the
country’s total GDP. The amount is expected to rise by an estimated 5.7 per cent per annum
from 2016-2026 to AED 118.1bn, a total of 5.5 per cent of the country’s GDP, by 2024.
Dubai’s successful bid to host the Expo 2020 will be a major factor for the predicted influx
of tourists from European and ASEAN countries within the years 2014-2026. In addition to
that, the efforts of the UAE Government in promoting tourism alongside the country’s
reputation as a premier shopping destination, business hub, avenue for events and luxurious
leisurely activities, will also contribute to its tourism industry (Ahmad, Ahmad and

Papastathopoulos, 2018).

Approximately 83% of hotels are SMSHs in UAE which is considered as a
hugesegment in the hospitality and accommodation industry (Department of Statistics 2022
in UAE). It is obvious that accommodation expenses are one of the main issues for travelling
in the world; SMSHs offer a lower price in comparison with other sectors. While it is
expected that this sector will have a better business, it is assumed that the tourists downgrade
themselves to cheaper and lower star rated hotels (Al Balushi, and Musa, 2023). So, the
SMSH sector can be a choice for the customer to go for cost reduction. Further, SMSH sector
has not grown perfectly in UAE (Al Balushi, and Musa, 2023). High service quality and
enhancing customer satisfaction are often seen as necessary elements to enhance and

customer loyalty and business performance in the hotel/tourism industry (Huang and



Trusov, 2020; Al Balushi, and Musa, 2023). As hotel organisations are customer-driven,

customer loyalty is essential for SMSHSs as well (Al Balushi, and Musa, 2023).

Essentially, the survival of hotels in this competitive environment lies within the
delivery of superior quality to produce customer delight. In general, most small- and
mediumsized hotels (SMSHSs) have, more or less, similar services, appearances, facilities
and rooms (Ahmad, Ahmad and Papastathopoulos, 2018). To stand out, SMSHs need to
understand, meet or exceed visitor expectations through the offering of high quality services

(Al Balushi, and Musa, 2023).

According to Mohamad et al. (2017), the hotel industry in the UAE suffers from low
customer loyalty, which is attributed to the lack of customer expectations, specifically in
terms of customer satisfaction and the service quality provided. The hotel industry in the
UAE relies more on foreign customers. More of them visit the UAE for short periods, but
with a high frequency. Local customers were reported to have lower customer loyalty
(Mohamad et al., 2017a). This issue has resulted in shifting customers' preferences to
multinational hotles operating in the UAE. This shift has affected the sustainable growth of

the industry. In addition, the decline of local hotels contributed to the economy.

This research examines the expectations and feedback of hotel guests towards service
quality, trust and satisfaction within SMSH in the UAE in order to fill the literature gap.
Sann and Lai (2020) claimed that the hotelier might enhance service efficiency by
understanding the characteristics of the service likely to affect preference. If the possible
characteristics are not discussed, a negative appraisal of the customer who would possibly
not return to the hotel was result. Thus, for successful and suitable market and service
designs to be created to improve hotel guest loyalty, the research would be necessary. The

research is distinguished not just by its unique setting - the UAE, a dynamic, evolving, and
7



modern nation at the heart of the Arab world. While the UAE are classified as a high-income
region, they remain a developing country on a global scale (Eshtrefi, 2021). As SMSHs are
too complex and not uniform, generic research in consumer loyalty and quality of service is
challenging to apply from other research. As a consequence, this research has produced
realistic advances in the hotel industry, particularly in developed countries such as the UAE,
through an investigation of client expectations of the standard of service offered through the

SMSH lens (Basari and Shamsudin, 2020).

On the other hand, maintaining customer satisfaction is no easy effort. It involves
extensive investigation to ascertain what customers desire. Additionally, it involves
innovative thinking to uncover significant aspects of their lives that may delight them, as
well as a long-term strategy for implementing new customer-satisfying techniques ( Huang
and Trusov, 2020). Satisfaction has a strong correlation with consumer loyalty and other
interpersonal interactions (Tech, 2020). Client satisfaction is critical since it can influence
whether an organisation succeeds or fails, hence it is critical to collect customer feedback on
a regular basis, particularly on customer demands and useful sources of information

regarding customer decision making (Hussain, 2021).

On the other hand, trust leads favourably to consumer loyalty. In Victor’s,
Rotinsulu’s and Jacky’s (2015) research, confidence has a positive but not substantial
impact. Upamannyu etc., (2015); Safitri (2015) also researched the trust in customers as
having a beneficial influence on customer loyalty. Trust in establishing and preservation
partnerships is seen as of considerable significance, but it is often acknowledged that it is
challenging to handle. Despite the continuous establishment of trust in corporate ties with
consumers, trust raising has been seen in every manner other than this (Gustafsson et al.,

2020). Furthermore, the role of hotel quality in the loyalty of the consumer was not clearly
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