MUSAMMOT NASRIN SHAFI
2228093
LOLA VILLARD COLES
 
AI-Powered Personalisation and the Future of Guest Experience in Hotels

BMIH6001

I CONFIRM THAT I HAVE NOT USED ANY AI TOOLS IN THE RESERCH AND CREATION OF THIS ASSIGNMENT. I CONFIRM I HAVE NOT PRESENTED ANY AI GENERATED MATERIALS AS MY OWN WORK. I CONFIRM I HAVE COPIES OF MY DRAFTS NOTES AND OTHER RESOURCES I USED WHICH I MAYBE ASKED TO PROVIDE IN EVIDENCE

































Abstract 

As the hospitality industry grows more competitive and digitally advanced, artificial intelligence (AI) has become an essential tool for delivering personalised guest experiences, improving satisfaction, and fostering brand loyalty. This paper analyses the influence of AI-driven personalisation on hotel guest experiences, highlighting both the opportunities it creates and the challenges it presents. Drawing on contemporary academic studies, practical industry examples, and regulatory perspectives, the analysis combines the PESTLE framework with thematic insights to consider the technological, social, legal, economic, and operational implications. Among the key benefits are enhanced guest satisfaction, increased revenue through upselling and loyalty programs, greater operational efficiency, and improved accuracy in anticipating guest preferences. At the same time, notable challenges exist, including data security concerns, ethical risks, algorithmic bias, high implementation costs, integration difficulties, and the potential weakening of human interaction in service delivery. By referencing strategies adopted by prominent global hotel brands, the study critically assesses how the industry is adapting to these developments. The paper concludes by offering recommendations for sustainable implementation, emphasising the need to balance AI innovation with data privacy, ethical responsibility, human-centred service, and organisational readiness.















Introduction 

The hotel and hospitality industry has traditionally been centred around creating positive guest experiences. Yet in a sector defined by intense rivalry, slim profit margins, and rising customer demands, uniform service delivery is no longer adequate. Over recent years, rapid advances in digital technology have transformed hospitality, with artificial intelligence (AI) emerging as a key driver of change. AI-enabled personalisation refers to the use of smart technologies that predict or adjust to individual guest preferences, behaviours, and requirements, enabling tailored services in real time. This subject is especially relevant today. Guests are increasingly influenced by the personalised experiences they encounter in retail, entertainment, and digital platforms, and they now expect the same level of customisation when staying at hotels. The COVID-19 pandemic further intensified the demand for contactless services, encouraging wider use of AI-powered chatbots, intelligent room features, and digital concierge systems. Simultaneously, labour shortages and higher operational costs have pushed hotels to adopt AI tools that can maintain service standards more efficiently. At the same time, data protection regulations and new AI governance frameworks require careful management of innovation and compliance. This paper applies a PESTLE analysis to examine the impact of AI personalisation on hospitality, highlighting both opportunities and challenges while suggesting future directions.

2 Literature Review 

2.1 Theoretical Foundations

The application of artificial intelligence (AI) for personalisation in hospitality draws upon theories of service quality, technology acceptance, and the experience economy. Service quality frameworks suggest that satisfaction is shaped by how effectively services meet or surpass guest expectations. Within this context, AI tools are particularly useful because they allow hotels to create customised offerings that more closely match individual preferences, enhancing perceived service value. Research highlights that enjoyment, fulfilment of expectations, and strong system performance are among the most influential factors that determine guest adoption and repeated use of AI-enabled services. Technology adoption theories further explain how perceptions of usefulness, trust, and ease of use affect willingness to engage with digital tools. When AI systems are intuitive and beneficial, guests are more inclined to integrate them into their hotel experience. The experience economy perspective complements this by emphasising the growing consumer demand for unique, memorable interactions rather than standardised hospitality. AI advances this shift by delivering personalised encounters that foster emotional engagement. At the organisational level, internal support and positive attitudes toward AI also matter. When hotel employees believe AI adds value rather than threatening their roles, motivation and service quality improve, ultimately enhancing guest experiences (Li & Khan, 2023; Foroudi et al., 2025) 
 
2.2 Applications of AI in Hospitality

AI is applied at multiple stages of the guest journey, starting well before arrival and extending beyond departure. In the pre-stay stage, AI-driven recommendation systems analyse browsing behavior, purchase histories, and demographic information to generate targeted advertising, booking suggestions, and tailored offers. This personalisation increases booking conversion while establishing an early sense of exclusivity for the guest. During the stay itself, hotels are increasingly deploying AI to refine the on-site experience. Smart room technology automatically adjusts environmental settings such as lighting, temperature, and entertainment selections in alignment with stored guest preferences. Digital concierges, accessed through mobile apps or in-room devices, provide quick and customised responses to questions or requests, while robotic assistants manage tasks like luggage handling or check-in support. These applications streamline operations while delivering efficient, personalised service (Kautz et al., 2024; Abdullojon and Wan, 2025) Post-stay personalisation is equally critical. AI-powered analytics integrated into loyalty programs allow hotels to forecast future guest behaviours and needs. This enables the design of tailored promotions, customised communication, and offers aligned with past preferences, ultimately encouraging repeat visits and strengthening long-term loyalty (Bilgihan et al., 2025)

2.3 Benefits of AI Personalisation

AI personalisation creates tangible value for both guests and hoteliers. For guests, receiving tailored services generates a sense of recognition and exclusivity, leading to higher levels of satisfaction. In luxury settings, AI-powered recommendations do more than increase spending—they contribute to a broader sense of well-being and fulfilment, as guests perceive these services as enriching their lifestyle and overall experience (Buhalis and Moldavska, 2022). For hotels, AI brings operational and financial advantages. AI-enhanced loyalty systems strengthen customer retention, while targeted personalisation encourages repeat business. Upselling is another key benefit: AI tools can recommend room upgrades, dining experiences, or activity packages that align with individual guest profiles, thereby increasing revenue. Moreover, AI improves occupancy management by predicting demand patterns and aligning them with available inventory. Operationally, automation of repetitive tasks reduces employee workload and human error, lowering labour costs and enabling staff to focus on value-added, guest-facing interactions. As a result, AI provides hotels with both efficiency gains and stronger competitive positioning in a rapidly evolving market (Bilal et al., 2024).

2.4 Challenges and Risks

[bookmark: _Hlk210318602]While AI personalisation offers significant advantages, it also presents several risks and challenges that hotels must address. One major issue is the handling of personal data. Because AI depends on collecting and processing sensitive information, guests often express concerns about privacy and security. Any mishandling of such data, including breaches or unauthorised use, could erode trust and damage brand reputation (Nira, 2025); Tussyadiah & Miller, 2019). Ethical issues also emerge, particularly in relation to fairness and accountability. Algorithmic bias can produce unequal outcomes, while a lack of transparency in automated decision-making may leave guests uncertain about how recommendations are generated. These issues risk undermining trust and reducing acceptance of AI technologies (The Two Faces of AI, 2024). Employee adaptation represents another challenge. Staff may perceive AI as a replacement for human roles, leading to resistance, anxiety, or reduced morale. Without adequate training and reassurance, fears of job displacement could undermine employee engagement and weaken service delivery (Pericleous et al., 2025;. (Acharya and Mahapatra, 2024). Financial and technical obstacles further complicate implementation, particularly for small and mid-sized hotels. The upfront costs of AI technologies, coupled with ongoing maintenance and the complexity of integrating with legacy systems, may prevent smaller operators from adopting these tools effectively. As a result, there is a growing divide between large international chains capable of investing heavily in AI and smaller businesses struggling to keep pace (Papademetriou et al., 2024)



3  Method 
This study employed a systematic literature review complemented by case study analysis to examine the role of AI-driven personalisation in the hospitality industry. Peer-reviewed journal articles published between 2020 and 2025 were reviewed, with a focus on AI applications, their influence on guest experiences, and implications for employees and organisational performance. In addition to academic sources, industry reports, market analyses, and regulatory guidelines were analysed to provide a more practical, operational, and compliance-focused perspective. The collected data were systematically coded using thematic analysis, which enabled the identification of recurring patterns and insights relating to both the opportunities and challenges associated with AI implementation. These themes were subsequently organised using the PESTLE framework, allowing a structured evaluation of macro-level factors impacting the hospitality sector, including political, economic, social, technological, legal, and environmental dimensions. By integrating findings from scholarly research, real-world case studies, and regulatory perspectives, the methodology provided a comprehensive and nuanced understanding of how AI personalisation affects service delivery, operational efficiency, innovation, guest satisfaction, and workforce engagement. This approach ensured a robust, multidimensional perspective on the strategic, operational, and ethical implications of AI adoption in contemporary hospitality contexts (Bin Abdullah, 2023)
Theme Impact Analysis 
4.1 Political & Legal Impacts
AI personalisation in hotels intersects directly with political and legal frameworks governing data protection, privacy, and digital rights. Hotels collect, store, and process vast amounts of guest data to deliver tailored services, which requires strict adherence to laws surrounding consent, transparency, and data security (Nabila, 2023). Legal obligations differ widely across regions; for example, the European Union’s GDPR enforces stringent data-handling, reporting, and breach-notification requirements, whereas other regions may have more fragmented or evolving regulations. For multinational hotel chains, this creates a dual challenge: standardising compliance procedures across all properties while remaining flexible enough to respond to local legal requirements. Noncompliance can result in financial penalties, reputational damage, and loss of customer trust, potentially affecting occupancy rates and brand loyalty. Hotels are therefore increasingly investing in specialised compliance teams, AI-driven monitoring systems, and regular audits to ensure alignment with changing regulations. Additionally, proactive engagement with regulators and industry associations can help anticipate new legislative trends and avoid potential legal conflicts, positioning hotels as responsible and forward-thinking operators. (Kostopoulos et al., 2014)
4.2 Economic Impacts
AI personalisation offers substantial economic advantages by improving revenue generation, operational efficiency, and customer retention. By analysing guest preferences, behaviour patterns, and booking histories, AI enables hotels to deliver targeted upselling and cross-selling strategies, enhance loyalty programs, and tailor promotional offers (Nugroho et al., 2024); Deloitte, 2023). Hotels using advanced AI can predict guest needs, such as recommending premium rooms, spa services, or curated dining experiences, which increases per-guest revenue and maximises overall profitability. Nevertheless, the financial challenges associated with AI adoption are significant. Implementation costs, including AI software, system integration, staff training, and ongoing maintenance, can be prohibitive for smaller properties(Papademetriou et al., 2024). Conversely, large chains benefit from economies of scale and integrated multi-property systems, which improve data accuracy, personalisation quality, and marketing effectiveness. To maximise return on investment, hotels must carefully balance the upfront costs of technology with the expected revenue gains, adopting a phased approach to implementation and continually monitoring performance metrics. Economic benefits also extend to operational savings, such as reduced staffing costs in administrative roles and improved resource allocation, which further strengthens the financial case for AI integration.
4.3 Social Impacts
AI personalisation significantly affects both guest experiences and employee dynamics in hotels. Guests benefit from highly customised services, including personalised room settings, dining suggestions, concierge assistance, and tailored communications, which contribute to higher satisfaction, loyalty, and positive word-of-mouth recommendations (Kautz et al., 2024; Ivanov & Webster, 2020). Cultural factors influence how AI personalisation is perceived; while some guests welcome proactive service, others may feel that automated recommendations are intrusive or diminish human interaction. From an employee perspective, AI can serve as a valuable tool to streamline repetitive tasks such as check-ins, bookings, and service coordination, allowing staff to focus on enhancing the quality of guest interactions. However, over-reliance on AI may risk depersonalising services, undermining the unique human touch central to hospitality (Pericleous et al., 2025; (Grandey et al., 2021) Effective adoption requires robust staff training, clear communication about AI’s supportive role, and change management strategies to foster acceptance. Encouraging staff involvement in AI system development and feedback loops can also improve employee confidence, engagement, and productivity, ensuring technology complements human capabilities rather than replacing them.
4.4 Technological Impacts
The technological dimension of AI personalisation encompasses both opportunities and challenges for hotels. Advanced AI solutions demand robust IT infrastructure, reliable connectivity, and seamless integration with existing property management and customer relationship systems (Das, 2023). Emerging technologies, including generative AI, predictive analytics, robotics, and natural language processing, allow hotels to deliver hyper-personalised experiences at scale. These innovations can automate guest communication, optimise operations, and provide real-time insights into trends and preferences. However, technological complexity introduces challenges such as potential bias in AI algorithms, cybersecurity risks, and system failures, which could disrupt service delivery or compromise sensitive guest data (Jogarao, 2024); McKinsey, 2023). Hotels must adopt strategic planning and risk assessment, ensuring that AI is implemented ethically, securely, and effectively. Maintaining internal technical expertise, partnering with trusted technology vendors, and continuously monitoring AI system performance are critical to mitigating risks while maximising operational and guest experience benefits.
4.5 Environmental Impacts
AI has the potential to support sustainability in hotel operations by optimising resource usage, including energy, water, and waste management (Saxena et al., 2024; WTTC, 2023). AI-powered systems can automatically adjust heating, ventilation, air conditioning, and lighting based on occupancy, minimise waste in food and supplies, and streamline housekeeping schedules to reduce energy consumption. These efficiencies contribute to environmental goals and can enhance the hotel’s reputation for sustainability, appealing to increasingly eco-conscious travellers. However, AI systems themselves require substantial computational resources, which can increase energy consumption and partially offset environmental gains. Hotels must therefore balance the efficiency benefits of AI with the energy demands of processing large datasets. Strategies such as cloud optimisation, selective deployment of intensive algorithms, renewable energy sourcing, and energy-efficient hardware can mitigate these trade-offs, allowing hotels to achieve meaningful environmental improvements while leveraging AI to enhance operational performance.
Conclusion 
AI-based personalisation is transforming the hospitality industry by enhancing guest experiences, strengthening loyalty, and improving overall operational efficiency. Its implementation, however, brings challenges such as data privacy concerns, high costs, employee adjustment, and environmental considerations. A PESTLE analysis reveals that while AI creates opportunities for revenue growth and operational optimisation, it also introduces legal, social, and ethical complexities. Achieving success with AI requires a strategic, well-planned approach that balances the benefits of personalisation with protecting guest trust, empowering staff through proper training, and adhering to regulatory and sustainability standards, ensuring both business performance and responsible innovation.

Recommendations 
For hotels to successfully integrate artificial intelligence (AI) into their operations, a balanced approach that combines technology with human expertise is essential. One key strategy is adopting hybrid service models, where AI handles repetitive tasks such as reservations, check-ins, billing, and other administrative duties, while staff focus on complex, personalised, or culturally sensitive guest interactions. This ensures operational efficiency without compromising the human touch that defines high-quality hospitality. By allowing staff to dedicate more attention to meaningful interactions, hotels can significantly enhance guest satisfaction, foster loyalty, and strengthen their overall brand reputation (Pericleous et al., 2025).
Equally important is prioritising data ethics and transparency. Hotels must implement clear policies for obtaining guest consent and safeguarding personal information, along with robust security measures for proprietary AI systems. Compliance with international and local data protection regulations protects sensitive data and builds guest confidence. Transparent communication about how AI collects, stores, and uses information reassures guests that their privacy is respected, creating a foundation of trust that is essential for long-term relationships and repeat visits (Tussyadiah & Miller, 2019).
Employee training and engagement are also critical. Comprehensive programs that educate staff on AI tools improve their ability to manage technology effectively, reduce fears of redundancy, and enhance overall service quality. Encouraging employees to actively participate in AI adoption fosters a culture of collaboration, adaptability, and continuous learning, ensuring that staff remain central to delivering exceptional guest experiences while supporting innovation throughout the organisation (Rožman et al., 2023)
For smaller hotels, modular and scalable AI solutions offer practical benefits. These systems provide cost-effective implementation and seamless integration with existing operations, allowing smaller properties to leverage AI without major technological or financial burdens. Modular solutions offer flexibility for gradual expansion, enabling small and medium-sized hotels to remain competitive alongside larger chains while maintaining operational efficiency (Adapting AI in Cypriot Hotels, 2024).
Cultural sensitivity is essential in AI-driven personalisation strategies. Guest experiences must be adapted to regional and cultural contexts to ensure relevance, acceptance, and satisfaction. By tailoring services and recommendations to local norms and preferences, hotels can strengthen loyalty, encourage repeat visits, and improve overall brand perception across diverse markets (Ivanov & Webster, 2020).
Finally, hotels should pursue forward-looking innovations, including generative AI applications and eco-personalisation initiatives. These solutions enable unique, sustainable experiences that align with environmental responsibility, balancing technological advancement with long-term sustainability. By adopting these strategies, hotels can enhance operational efficiency, maintain ethical standards, engage employees, respect cultural diversity, and deliver innovative, sustainable, and highly personalised guest experiences, generating value for both guests and stakeholders (WTTC, 2023; McKinsey, 2023).
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