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ABSTRACT
Virtual hotel operators have a growing trend in Indonesia during recent years. Two of its main causes is the rise of

“budget travelling” and the incentive by the central government to promote tourism industry. Unfortunately, the study
of virtual hotel operator itself is still uncommon. The purpose of this study is to explain relationship between the
customer brand engagement with attitudinal loyalty and behavioral loyalty from customers in the usage of virtual
hotel operators in Indonesia. This research was tested empirically by using PLS-SEM with a sample of 133
respondents, who used hotels operated by virtual hotel operators in Indonesia. The results of this study indicate that
sensory experience positively influences customer brand engagement with the virtual hotel operator brand.
Furthermore, affective experience positively affects affective and behavioral engagements, whereas intellectual
experience positively influences cognitive and affective engagement. Likewise, customer brand engagement can be
effective in increasing loyalty, at least on attitudinal level. In addition, attitudinal loyalty positively influences
behavioral loyalty on virtual hotel operator. The findings of this study can provide academicians and managers a
guide to improve customer engagement and loyalty toward a virtual hotel operator’s brand.

Keywords: “Customer brand engagement”, “Brand experience”, “Attitudinal loyalty”, “Behavioral
loyalty ”, “Virtual hotel operator”.

1. INTRODUCTION industry, namely, mobile and technological changes that
drive these changes and sharing-economy platforms

The rise of tourism industry and the budget  [26]. Several methods have been used by the old hotel

travelling phenomenon are few of the many reasons for industry, one of which is by strengthening the

the growing trend of cheap hotel rooms in Indonesia. interaction or engagement between hotels and their

This also provides a market for affordable  customers. Researchers have studied this method to then

accommodation provider platforms, especially those  see if it had a good impact on the old hotel industry [1],
based on technology or more commonly known as [2].

Virtual Hotel Operators (VHO). One of the advantages
of VHOs is that they use cutting-edge technology such
as big data, machine learning, and artificial intelligence
which allows VHOSs to carry out dynamic room pricing
where hotel room prices are determined by Al or bots
automatically based on various available variables. Not
only in terms of technology, VHOs have also begun to
undergo a transformation by improving services in their
virtual hotels by standardizing and marketing
determined by the VHO itself. On one report, it was
written that the hotel industry is well known for its
delay in changing where at this time there are already
two types of disruptors that are disrupting the hotel

Although VHO is a fairly new business model in the
world, there are potential problems that can occur for
hotels that partner with VHO companies. Director and
Head of Research Savills Indonesia Anton Sitorus said
that hotels partnering with VHO will collapse when
only concerned with numbers, such as room price
growth, or additional rooms and expansion. Those who
will thrive, therefore, will be the one who have good
services. Other study argues that VHO companies must
be able to implement strategies that can attract and
retain their customers in the long term [3]. Besides that,
COVID-19 pandemic that has struck the nations has
caused many problems to tourism industry, hospitality
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industry, and to an extent, virtual hotel operators. With
the current government advising its citizens not to travel
between cities or provinces during this pandemic, it is
certain that the hospitality industry will not return to its
previous state for a while. As with [1], who used
interaction or engagement as one of the methods of the
old hotel industry to be able to compete in modern
times, the author proposes that customer brand
engagement can also be used by VHOs to help not only
hotel partners but also VHO companies in competing
against competitors in the industry.

Customer engagement and its related issues have
always been a consideration and concern of researchers
and academics in the marketing world [4]. In particular,
Customer Brand Engagement (CBE), as part of
Customer Engagement, has a significant influence in the
marketing literature [5]. Specifically, the CBE concept
has been assumed to be more able to reflect the
fundamental nature of the interactive relationship
between a brand and consumers [5]. With issues that
have already happened or might befall VHO in the
future, it is necessary to have research that discusses the
relationship between the customer brand engagement
with attitudinal loyalty and behavioral loyalty from
customers in the usage of virtual hotel operators in
Indonesia.

2. LITERATURE REVIEW

2.1. Antecedents of Customer Brand

Engagement: Brand Experience

2.1.1. Sensoric brand experience and customer
brand engagement

Sensory experience is described as a customer's
impression of a product or service that is assumed in the
human brain and senses. For example, playing in a
virtual reality-based video game, visiting an art
museum, or tasting local food can invigorate the sensory
experience that the customer has. A good visual
impression will increase customer engagement by
invigorating the senses of customers, shaping them to
think about the brand, and increasing their interest in the
brand [6]. It's easier to grab a customer's attention when
the customer has a good sensory experience. From this,
we can build a hypothesis.

H1la. Sensory brand experience has a positive effect on
cognitive brand engagement.
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One study stated that customer sensory experiences
can influence customer interest, which indicates a strong
layer of thrill and individual interest concerning the
focus of engagement on brands [7]. Emotional
engagement is connected to customer affection and
positive fondness for the VHO brand. Therefore, we can
construct the next hypothesis.

H1b. Sensory brand experience has a positive effect on
affective brand engagement.

In the tourism and hospitality industry, service
providers will focus on administering and appealing
sensory experiences, including smell, taste, sight, and
touch [22]. Customer experience with service brands
can affect the level of customer engagement with the
brand [8]. Behavioral engagement is akin to the extent
to which customers will spend "energy, effort, and time"
on brands in interactions with these brands [9]. This
indicates that when customers are contented with their
sensory experience, they tend to engage again in
carrying out activities related to the brand. From this we
can build the next hypothesis.

H1c. Sensory brand experience has a positive effect on
behavioral brand engagement.

2.1.2. Affective brand experience and
customer brand engagement

Brand experience has an affective relationship with
customer feelings, which is produced as a result of an
emotional affiliation with a brand [10]. Other study
stated that customer affective conditions, including
positive and negative feelings, can affect customer
brand engagement [11]. Customers will have a strong
affective experience when they perceive comfortable
with the hotel’s conditions that they live in. Emotional
experiences can intensify customer emotions by
invigorating joy and excitement [22]. Therefore,
positive affective experiences can be useful in
increasing customer’s enthusiasm in the brand. Then we
can make the following hypothesis.

H2a. Affective brand experience has a positive effect on
cognitive brand engagement.

A customer's affective experience can be correlated
with the emotional element of the experience. Customer
engagement from an emotional viewpoint has been
widely associated with affective engagement [9]. In
addition, the positive feelings developed by the VHO
brand will increase the customer's emotional bond with
the brand. Then we can construct the following
hypothesis.

H2b. Affective brand experience has a positive effect on
affective brand engagement.
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The customer experience can be positive or negative,
and the feedback from customers can be predicted
positively if the customer is satisfied with customer
service including from the hotel. A pleasant and
comfortable feeling will be the motivation to engage in
behavioral engagement with the VHO brand. The
growth of a strong affection for the experience of
staying at a hotel with VHO brand, will result in a
positive customer engagement with the use of VHO
branded hotel services in the future [1].

H2c. Affective brand experience has a positive effect on
behavioral brand engagement.

2.1.3. Behavioral brand
customer brand engagement

experience and

Behavioral brand experience leads to physical
experiences caused by interactions between customers
and brands [22]. Customers can encounter such body-
oriented experiences because of the facilities each hotel
has. When customers are contented with certain
activities, they will want to review information that is
akin to the brand, such as information on facilities,
travel options, and others. The general assertion argues
that behavioral experiences can bolster customer
engagement cognitively.

H3a. Behavioral brand experience has a positive effect
on cognitive brand engagement.

Engagement is affectively related to the emotional
level that are felt by customer behavioral experiences.
The experience resulting from using the facilities
provided by the hotel can nurture an emotional
connection between the customer and the brand. From
this we can construct the following hypothesis.

H3b. Behavioral brand experience has a positive effect
on affective brand engagement.

Behavioral experiences relate to the physical activity
of the customer generated by the brand, which leads to
physical engagement with the brand and activities
associated with that brand. Affective engagement can
provide a basis for comfort in maintaining relationships
and developing emotional bonds with brands. This kind
of engagement can be altered by customer perceptions
of behavioral experiences at VHO branded hotels. From
this we can form a hypothesis.

H3c. Behavioral brand experience has a positive effect
on behavioral brand engagement.
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2.2.4. Intellectual brand experience
and customer brand engagement

Experiential marketing uses promotional exercises
that are devised to interact with customers, brands, and
communities, and provide opportunities to engage in
different travel activities. Thus, the intellectual
integrated resort experience raises the level of customer
engagement [1]. In addition, leisure activities can spur
the logical thinking process of customers. Therefore, the
customers can gain a higher intellectual experience,
which in turn, can give the customers a sense of identity
and a relationship with the brand. Hypotheses can then
be formed.

H4a. Intellectual brand experience has a positive effect
on cognitive brand engagement.

A study that inspected the direct and indirect impact
of brand experiences including intellectual experiences
on affective commitment [12]. Likewise, other study
found that convergent and divergent intellectual
experience thinking is related to place attachment [13].
Therefore, when customers are satisfied with the
intellectual brand experience, they can establish an
emotional connection with the VHO brand.

H4b. Intellectual brand experience has a positive effect
on affective brand engagement.

The customer's intellectual experience is seen as a
precursor to behavioral engagement. One study stated
that customers' intellectual experiences such as utilizing
mobile applications for travel activities affect behavioral
engagement [14]. Customers who experience positive
intellectual  experiences, they tend to connect
behaviorally with integrated resort brands.

H4c. Intellectual brand experience has a positive effect
on behavioral brand engagement.

2.2. Customer Brand Engagement

One study refers customer brand engagement as a
condition of customer motivation, brand-related, and
context-related characteristics characterized by specific
levels, namely cognitive activity, affective activity, and
behavioral activity [1]. The level of brand engagement
which includes cognitive, affective, and behavioral can
predict loyalty [1]. This study will use three main
dimensions / keys, namely cognitive, affective, and
behavioral aspects established on previous literature [5],
[15], [16]. The results of customer brand engagement
are satisfaction, loyalty, commitment, and trust [17].
Researchers have described customer engagement as a
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psychological process that encourages customer loyalty

[8].

Understanding the process by which brands
influence customer’s behavioral intentions towards
brands is important, because it is an indicator of actual
consumption behavior [25]. One study conceptualized
four divisions of behavioral loyalty: word-of-mouth,
purchase intention, price sensitivity, and complaining
behavior. Thus, customer brand engagement can
influence brand-related outcomes such as attitudinal
loyalty and behavioral loyalty. In this study, cognitive,
affective, and behavioral engagement comes from
customer assessments of an experience (sensory,
affective, intellectual, and behavioral). Customer
engagement can be considered as the antecedent
potential of repeated purchases (behavioral loyalty)
driven by strong internal dispositions over a period of
time [8]. We can then construct a hypothesis from the
above explanation.

H5a. Cognitive brand engagement has a positive effect
on attitudinal loyalty.

H5b. Cognitive brand engagement has a positive effect
on behavioral loyalty.

H6a. Affective brand engagement has a positive effect
on attitudinal loyalty.

H6b. Affective brand engagement has a positive effect
on behavioral loyalty.

H7a. Behavioral brand engagement has a positive effect
on attitudinal loyalty.

H7b. Behavioral brand engagement has a positive effect
on behavioral loyalty.

2.3. Attitudinal Loyalty and Behavioral Loyalty

One study defines loyalty as "a deeply-held
predisposition to repatronize a preferred brand or
service consistently in the future, causing repetitive
same brand purchasing, despite situational influences
and marketing efforts having the potential to cause
switching behavior" [24]. It is concluded that it is a
tendency or intention held firmly by the customer to
continue to use the brand or service in the future,
regardless of the marketing attempts of the brand's
competitors trying to cause a change in behavior. A
study view loyalty as an attitude- behavior relationship
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and identify the effect of attitude towards behavior in
the customer loyalty framework [18].
H8. Attitudinal loyalty has a positive effect on

behavioral loyalty.

On the basis of the above hypotheses, this study
proposes the model shown in Figure 1.

Cognitive
Engagement "“‘
‘ Affective &
' Engagement s
Behavioral H >

Ei ngagtnmnl

a,
Intellectual
Experience

Figure 1. Research Model and Hypothesis.
3. METHODOLOGY

Table 1. Measurement Model Results
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3.1. Research Strategy

Data collection had been done through quantitative
data collection. This data collection was carried out
through an online questionnaire. The sample in this
study were virtual hotel operators who filled out the
questionnaire from this study. In all, 133 respondents fit
the criteria set by our standards. The survey begins with
an explanation of virtual hotel operators along with
examples of virtual hotel operator companies operating
in Indonesia. Then, the respondent was directed to
answer the question "Have you ever visited a hotel
operated by a Virtual Hotel Operator (VHO) in at least
one of the following VHO brands in the last 1 (one)
year?". If the respondent answers “Yes”, then the
respondent is directed towards screening questions
where the respondent must answer questions about the
frequency of hotel use operated by virtual hotel
operators during the last 12 months, the names of virtual
hotel operators that have been used and the names of
virtual hotel operators that are most frequently used.
After answering these questions, the respondents were
directed to answer the research survey, which includes
all variables that are being tested in this study. VHO’s
brands that are most frequently used by the respondents
was embedded on the brand-related questions. After the
respondent has answered all the questions in the
research questionnaire, the respondent was directed to
fill in the respondent self-profile.

3.2. Data Analysis

Table 2.Loyalty1,8620,031H7b: AcceptedAttitudinal
Loyalty -> Behavioral Loyalty6,5240H8: Accepted Fornell-
Larcker Criterion

Advances in Economics, Business and Management Research, volume 177

In the data analysis process, the authors used Variance-
Based Structural Equation Modeling or also known as
Partial Least Square (PLS). PLS tests measurement
models and structural models that can handle all types
of data, from non-metrics to metrics with minimal
assumptions and PLS can handle both reflective and
formative constructs [23]. The PLS modeling is
applicable for this study as it can be applied in the
estimation of complex models with relatively small
sample sizes [19]. Researchers chose to use SmartPLS
software because SmartPLS has a good user interface
graphic and can make users estimate the PLS path
model [23].

3.3. Measurement Model

Measurement model analysis aims to determine whether
the indicators of the construct are feasible to later be used to
measure the desired constructs and the internal consistency of
these indicators. Based on the results that can be seen in Table
1, it is found that the Cronbach alpha value for each variable is
above 0,6 and the composite reliability (CR) value is above
0,7. This indicates that all items used to measure each
construct are reliable [23]. In addition, the average variance
extracted (AVE) value of all variables has exceeded 0,5
[23]. Therefore, it implies that the variables and indicators
used in this study are valid. It was also found that each
indicator already has the largest loading value on the variables
associated with it and the highest loading that a latent variable
has come from the indicators related to it [23]. The Fornell-
Larcker

Variables AEG AE AL BEG BE BL CEG IE SE
Affective Engagement 0,89
Affective Experience 0,622 0,911
Attitudinal Loyalty 0,798 0,585 0,852
Behavioral Engagement 0,643 0,533 0,746 0,891
Behavioral Experience 0,476 0,457 0,364 0,273 0,918
Behavioral Loyalty 0,739 0,564 0,844 0,696 0,326 0,818
Cognitive Engagement 0,651 0,539 0,551 0,412 0,501 0,535 0,88
Intellectual Experience 0,586 0,525 0,478 0,326 0,528 0,458 0,801 0,889
Sensoric Experience 0,516 0,579 0,49 0,437 0,311 0,502 0,49 0,429 0,916

Table 3. Structural Model Results

PathT-valuesP-valuesResultsSensoric Experience -> Cognitive Engagement2,7360,003H1a: AcceptedSensoric Experience -> Affective

Engagement2,6180,004H1b: AcceptedSensoric Experience -> Behavioral Engagement2,0010,023H1c: AcceptedAffective Experience -> Cognitive

Engagement1,0170,155H2a: RejectedAffective Experience -> Affective Engagement2,7810,003H2b: AcceptedAffective Experience -> Behavioral
Engagement4,1590H2c: AcceptedBehavioral Experience -> Cognitive Engagement0,6940,244H3a: RejectedBehavioral Experience -> Affective
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Engagement1,3730,085H3b: RejectedBehavioral Experience -> Behavioral Engagement0,50,309H3c: RejectedIntellectual Experience -> Cognitive

Engagement7,4330H4a: Acceptedintellectual Experience -> Affective Engagement3,9680H4b: Acceptedintellectual Experience -> Behavioral

Engagement0,6110,271H4c: RejectedCognitive Engagement -> Attitudinal Loyalty1,7520,04H5a: RejectedCognitive Engagement -> Behavioral

Loyalty0,3020,381H5b: RejectedAffective Engagement -> Attitudinal Loyalty6,0690H6a: AcceptedAffective Engagement -> Behavioral

Loyalty1,5330,063H6b: RejectedBehavioral Engagement -> Attitudinal Loyalty4,7450H7a: AcceptedBehavioral Engagement -> Behavioral

Criterion compares the square root of the AVE value
with the latent variable correlation which can be seen in
Table 2. It can be concluded that the discriminant
validity test has been successfully carried out [23].

3.4. Structural Model

The structural model provides outcomes on
experimenting the hypothesized model. The significance
level of hypothesized relationships can be said to be
significant with the value of t-value > 1,645, as the
hypotheses are one-tailed. The significance, sign and
magnitude of the path coefficients are shown in Table
3. From nineteen hypotheses, thirteen were supported as
their t-values are greater than 1,645. Seven hypotheses
were rejected as their t-values are lower than 1,645.

0.392%+ . i 9% #
¢ Affective ™
6 Engagement 3350
2 /. 0.371%*
e Behavioral
s o &
- Engagement

**Significant at p<0.05

Behav
Loya

Figure 2. Final Structural Model Output.

4. RESULT AND DISCUSSION

Sensory experience was found to positively affect
cognitive engagement, affective engagement, and
behavioral engagement. This aligned with a study that
stated that a good visual impression increases customer
engagement by encouraging the senses of customers,
making them think about the brand, and increasing their
interest in the brand [6]. Other research also states that
these sensory experiences spur positive emotions from
customers, such as satisfaction, pleasure, and happiness
[17]. The VHO brand that gives a strong sensory
impression positively affect its customer’s positive
thinking about the VHO’s brand, happiness or feelings,
and behavior of staying more often at the VHO
compared to hotels operated by competitors, while using
VHO services or engaging with the VHO’s brand. VHO

should use this information to formulate strategies that
can exploit this in order to further enhance its positive
engagement with its customers.

Affective experience was found to not affect
cognitive engagement, while also positively affecting
affective engagement and behavioral engagement. The
results of this test are different from one study, in which
he argues that the affective conditions of customers,
including positive and negative feelings, can affect
customer brand engagement, or in this case cognitive
engagement [11]. The result however aligns with one
study that also views customer engagement from a
psychological perspective that has been associated with
affective engagement [9]. This implies that feelings or
sentiments that arise inside customer’s minds, because
of the VHO’s brand, have a positive impact on building
positive feelings from customers generated from the
VHO’s brand or its tendency to use the VHO service
more often, when using the VHO’s service.

Behavioral experience was found to not positively
affect cognitive engagement, affective engagement, and
behavioral engagement. Previous studies also have
found the same results. This result aligns with one study
that found that behavioral experience did not have a
positive effect on cognitive engagement [1]. This results
however, isn’t in line with one research wherein the
research revealed that a superior brand experience
produces a stronger emotional response and, in the end,
results in commitment and satisfaction with the brand
concerned [12]. The results indicate that customer’s
behavioral involvement when using these VHO services
does not have a positive impact on making customers
think about the VHO’s brand; affecting customer's
happiness or its pride; or influencing customer’s
behavioral engagement when they use the VHO’s brand
services. VHO shouldn’t focus on developing its
customer’s behavioral experience and must turn its
attention on other construct of brand experiences.

Intellectual experience was found to positively affect
cognitive engagement and affective engagement, while
also not positively affecting behavioral engagement.
One study found that intellectual experiences affect
customer brand engagement [1]. This result didn’t align
with one study that said a customer's intellectual
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experience such as using a mobile application for travel
activities can influence behavioral engagement [14].
When customers think about the VHO’s brand while
using VHO’s services, this raises customer’s happiness
and grow its interest in learning about the VHO brand
when they use the VHO’s services.

Cognitive engagement was found to positively
influences attitudinal loyalty, while also didn’t
positively influencing  behavioral loyalty. This
conclusion is in accordance with the findings in one
research [20], where he found that there was a non-
positive relationship between cognitive processing
brand engagement and brand loyalty. This indicates that
customers who think about this virtual hotel operator
brand or have a growing interest in learning about the
VHQO’s brand, felt that this VHO can be trusted and
capable enough to meet customer’s needs but still not
enough to become its first choice in the future.
Furthermore, affective engagement was found to
positively influences attitudinal loyalty, while also
didn’t positively influencing behavioral loyalty.
Researchers have described customer engagement as a
psychological process that encourages customer loyalty
[8].

A study can explain this result where it was found
that affective engagement has a positive effect on brand
loyalty [20]. Customers who felt happiness when using
VHO’s services tend to felt that the VHO can be trusted
to fulfill their needs and satisfaction, but also still not
enough to lure customers to use the operator's virtual
hotel services in the future. Further actions must be
taken by VHO to insure customer’s behavioral loyalty.

On the other hand, behavioral engagement was
found to has a positive effect on attitudinal loyalty and
behavioral loyalty. This can be explained by the
findings in one research, where it was found that there
was a positive relationship between activation of brand
engagement and brand loyalty [20]. This result also
aligns with one study, which state that the results of
customer brand engagement are satisfaction, loyalty,
commitment, and trust [17]. The frequent use of hotel
operator virtual services by the customers has a positive
effect on loyalty to the virtual hotel operator so that the
VHO’s brand can the most trusted and most capable of
fulfilling customer needs, while also becoming the first
choice when customers want to use the operator's virtual
hotel services in the future.

Attitudinal loyalty was found to have positive effect
on behavioral loyalty. This result aligns with a study
that view attitudinal loyalty as a driving forces of
behavioral loyalty [18], [21]. Customers who felt that
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VHO can be trusted to fulfill their needs and satisfaction
tend to continue in using this VHO for years in the
future and even give positive picture to its friends and
families.

moderator or admin who can respond customer’s
questions or complaints will make customers feel
involved in the service development process of the
VHO.

5. CONCLUSIONS AND IMPLICATIONS

The main purpose of this research is analyze the effect
of the relaionship between the experiences of using
virtual hotel operators by customers on customer brand
engagement and the effect of the relationship between
customer brand engagement on brand loyalty from
customers of VHO. This study has found that attitudinal
loyalty influences behavioral loyalty. Managers can
exploit this finding by providing rewards to customers
who have become a long-time user of the VHO’s
brands. The rewards can be in the form of discounts,
rebates, or incentive programs. Customer tier is one of
the methods that can be used in implementing the
reward system. On this pandemic state, the reward
system can be one of the major tools in ensuring
customers to keep using the brand. The findings also
suggest that brand engagement can be effective in
increasing loyalty, at least in attitudinal level. VHO,
therefore, should build an everlasting customer-brand
relationship with the aim of increasing loyalty. Building
good relationships between hotel staff and customers
could results in customers that more comfortable and
happier so that the services delivery will be more
effective in meeting customer needs. For example, in
the state of pandemic, giving mask or hand sanitizer as a
sign of goodwill, will not only build the customer- staff
relationship, but also ensure that customer will feel
secured and safe, which then result in more trust by the
customer toward the VHO.

As it implied that sensory experience has influence
on customer brand engagement, VHO companies must
create marketing strategies that could enhance the visual
experience of customers. This can be achieved by
creating an atmosphere in the hotel’s rooms or in the
lobby that can convey the characteristics of the virtual
hotel operator's brand, whether in terms of color, sound/
music, or exterior and interior design. The sensory
experience that is delivered by each virtual hotel
operator's partner hotel may also be inspired by the
location of the hotel to show the characteristics of local
tourism. For example, using Bali architecture for the
lobby space while using the brand’s color as its main
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color for all hotels that are located in Bali. In addition,
affective experience plays a key role on affective and
behavioral engagement; as well as intellectual
experience which have a positive influence on affective
and cognitive engagements. VHO can exploit this
finding by building an online brand community filled
with customers who use the VHO’s brand. Customers
can provide their opinions or memories when using
certain VHO services in different locations. It can also
stimulate curiosity from customers about the operator
hotel virtual brand. In addition, having a moderator or
admin who can respond customer’s questions or
complaints will make customers feel involved in the
service development process of the VHO.
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