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Though they are widely used in all segments of the travel and tourism industry, loyalty programs are unable to increase a
hotel or airline’s average purchase frequency among their patrons. 

Instead, a study from Cornell’s Center for Hospitality Research shows that differences in average purchase frequency are
related to brand penetration. The study, ’Frequency Strategies and Double Jeopardy in Marketing: The Pitfalls of Relying on
Loyalty Programs,’ by Michael Lynn, examines the frustrating phenomenon of marketing double jeopardy, in which small
companies not only have low penetration rates, but also experience weak repeat sales. The report is available at no charge at 

http://www.hotelschool.cornell.edu/research/chr/pubs/reports/2008.html/. 

Double Jeopardy Is a Double Whammy for Small Firms 

A professor of marketing at the Cornell School of Hotel Administration, Lynn analyzed sales data for twenty-three airlines
operating in the United States, supplied by D.K. Shifflet Associates. What Lynn found is that small carriers suffer from both
weak penetration and meager average purchase frequency, compared to large airlines. This so-called double jeopardy effect,
he argues, demonstrates that efforts to increase purchase frequency cannot succeed without also expanding the customer base,
even though that’s what frequency programs try to do. ’These data clearly show that sales among a brand’s users cannot be
increased substantially without also increasing the brand’s penetration,’ Lynn said. ’I believe that hospitality marketers who
focus only on loyalty programs for competitive advantage will be disappointed, unless they also build their brand. Having
said that, I must say that airlines and hotels probably cannot abandon their loyalty programs, because they constitute a
defensive strategy.’ 

Lynn concluded that the most effective way for marketers to increase sales is to work on building their brand and on
increasing penetration by creating value in the form of a superior product and service offering, communicating that value to
all users of the product category, and capturing that value through pricing. 

Thanks to the support of the Center for Hospitality Research partners listed below, all Cornell Hospitality Reports and Tools
are made available free of charge from the center’s website, www.chr.cornell.edu. 

About the Center for Hospitality Research 

A unit of the Cornell School of Hotel Administration, The Center for Hospitality Research (CHR) sponsors research designed
to improve practices in the hospitality industry. Under the lead of the center’s 69 corporate affiliates, experienced scholars
work closely with business executives to discover new insights into strategic, managerial and operating practices. The center
also publishes the award-winning hospitality journal, the Cornell Hospitality Quarterly (formerly the Cornell Hotel and
Restaurant Administration Quarterly). To learn more about center and its projects, visit www.chr.cornell.edu. 

Center partners and sponsors: AIG Global Real Estate Investment, American Airlines Admirals Club, Davis & Gilbert LLP,
Deloitte & Touche USA LLP, Denihan Hospitality Group, Expedia, Inc., Four Seasons Hotels and Resorts, Fox Rothschild
LLP, HVS, InterContinental Hotels Group, JohnsonDiversey, Inc., Jumeirah Group, LRP Publications, Marriott International,
Inc., Marsh’s Hospitality Practice, Mobil Travel Guide, Nestlé, PricewaterhouseCoopers, Proskauer Rose LLP, Smith Travel
Research, Southern Wine and Spirits of America, Inc., SynXis (a Sabre Holdings Corporation), Taj Hotels Resorts and
Palaces, Thayer Lodging Group, TIG Global, Travelport, WATG, and WhiteSand Consulting. 

Center friends: 4Hoteliers.com American Tescor, LLC Argyle Executive Forum Caribbean Hotel and Restaurant Buyers
Guide Cody Kramer Imports Cruise Industry News DK Shifflet & Associates ehotelier.com EyeforTravel Fireman’s Fund
Insurance Company Gerencia de Hoteles & Restaurantes Global Hospitality Resources Hospitality Financial and Technology
Professionals (HFTP) hospitalityInside.com hospitalitynet.org Hotel Asia Pacific Hotel China HotelExecutive.com Hotel
Interactive Hotel Resource International CHRIE International Hotel and Restaurant Association International Hotel
Conference International Society of Hospitality Consultants (ISHC) iPerceptions KPMG Japan/Global Management
Directions Lodging Hospitality Lodging Magazine Milestone Internet Marketing MindFolio PKF Hospitality Research The
Resort Trades RealShare Hotel Investment & Finance Summit Resort+Recreation Magazine RestaurantEdge.com Shibata
Publishing Co. Synovate The Lodging Conference TravelCLICK UniFocus WageWatch, Inc. WIWIH.COM 
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