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As affluent travelers increasingly seek both exclusivity and environmental stewardship, luxury hospitality faces a core paradox: reconciling conspicuous consumption with authentic sustainability. This study investigates how Circular Business Practices (CBPs) shape guest motivations, satisfaction, and behavioral intentions in premium hospitality, drawing on Self-Determination Theory (SDT) and Veblen's Theory of the Leisure Class (TLC). A cross-sectional survey of 812 recent guests across luxury hotels in India, Dubai, Indonesia, and Mexico assessed perceptions of CBPs, intrinsic and extrinsic motivation, satisfaction, status signaling, and revisit intentions. Structural equation modeling reveals that CBPs significantly enhance both intrinsic (β = 0.073, p < 0.001) and extrinsic (β = 0.106, p < 0.001) motivations. Status signaling, as framed by TLC, strongly predicts behavioral intentions (β = 0.295, p < 0.001), while satisfaction contributes more modestly (β = 0.031, p < 0.05). Notably, an interaction effect (CBP × status) elevates satisfaction (β = 0.067, p < 0.001), suggesting that sustainability framed as exclusive enhances guest delight. The model demonstrates robust fit (CFI = 0.987; RMSEA = 0.071). While CBPs appear to boost loyalty, findings suggest that guest engagement with sustainability may reflect social signaling more than deep environmental commitment. This study extends SDT and TLC into the sustainable luxury domain, revealing a tension between ethical marketing and consumer desire for prestige. Managerially, it calls for visible, prestige-enhancing green practices, while urging more holistic sustainability frameworks that integrate social and ethical dimensions beyond performative environmentalism.
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1 Introduction

The global luxury hospitality industry has witnessed remarkable growth in recent decades, fueled by a rising affluent population and a shift in consumer preferences toward personalized, high-status, and immersive experiences rather than traditional notions of opulence (Nahas et al., 2024). This upward trajectory is expected to continue, with UBS projecting 85 million millionaires worldwide by 2027—an increase of 26 million from today and more than fourfold since the start of the century (Credit Suisse Research Institute, 2023).

Within this context, sustainable luxury hospitality has emerged as a growing niche that aims to harmonize exclusivity with environmental responsibility. However, this intersection presents a complex paradox: while luxury brands increasingly adopt green initiatives, these are often framed more as reputation-enhancing strategies than as authentic commitments to sustainable development. Guests may engage with these initiatives not necessarily out of environmental concern but as a form of social signaling. In other words, sustainable experiences may serve as a new avenue for conspicuous consumption, allowing guests to signal virtue without compromising on status.

This study critically examines this tension between sustainability and status in the luxury hospitality space. Specifically, we investigate how circular business practices (CBPs)—environmentally focused initiatives such as waste reduction, energy efficiency, and resource reuse—affect guest motivations, satisfaction, and behavioral intentions. While CBPs are gaining traction, their reception among high-end consumers remains underexplored, particularly with regard to how they interact with intrinsic (e.g., environmental concern) and extrinsic (e.g., social recognition) motivations.

To frame our inquiry, we draw on two complementary theoretical perspectives. Self-Determination Theory (SDT) helps explain how different motivational types of influence consumer engagement with sustainability. Are guests genuinely motivated by intrinsic values, or are they primarily driven by the extrinsic rewards associated with visible eco-conscious behavior? In parallel, Veblen's Theory of the Leisure Class (TLC) offers insight into the role of status-seeking and conspicuous consumption in shaping perceptions of sustainable luxury. It allows us to question whether environmental practices align with or contradict the symbolic function of luxury consumption.

This research is based on a cross-sectional survey of 812 recent guests at luxury hotels across India, Dubai, Indonesia, and Mexico. The study investigates how CBPs influence motivations, satisfaction, and revisit intentions, with a particular focus on the interaction between sustainability and social status. Although this study focuses exclusively on environmental sustainability, intentionally excluding the social dimension such as labor rights and ethical working conditions due to data constraints—we acknowledge this as a limitation and urge future research to adopt a more holistic approach to sustainability in luxury settings.

By bridging psychological motivation theories with sociological insights into luxury consumption, this paper contributes a nuanced perspective to the emerging discourse on sustainable luxury. It critically assesses whether green practices in high-end hospitality genuinely foster sustainability or merely repackage luxury in eco-conscious terms. Simultaneously, it offers managerial implications for brands aiming to embed sustainability into their value proposition without diluting the aura of exclusivity.

Through the research, we aim to address the following questions:

RQ1: How do circular business practices influence customers' intrinsic motivations in luxury hospitality experiences?

RQ2: How do circular business practices affect customers' extrinsic motivations in the context of luxury hospitality?

RQ3: To what extent do customers' intrinsic motivations drive their satisfaction with luxury hospitality experiences?

RQ4: How do customers' extrinsic motivations impact their satisfaction in luxury hospitality settings?

RQ5: What is the effect of customer satisfaction on their behavioral intentions toward luxury hospitality brands?

RQ6: Does the perception of status (as conceptualized by the Theory of the Leisure Class) moderate the relationship between circular business practices and customer satisfaction?



2 Literature review


2.1 Motivation and sustainability

SDT distinguishes intrinsic motivation (value-driven) from extrinsic motivation (reward/status-driven) (Banerjee, 2008; Menegaki, 2025; Spector, 2006). In luxury, extrinsic motivations often dominate, with consumers signaling status through eco-friendly behaviors if they enhance their image. This duality suggests that luxury guests may not adopt sustainable behaviors from moral obligation but from social influence or prestige-seeking (Gleim, 2013; Athwal, 2019). Motivation plays a crucial role in shaping consumer behavior Amatulli et al. (2018), particularly in luxury hospitality, where customers seek experiences that provide status, self-expression and ethical considerations that influence purchasing decisions (Chandon, 2016). Moreover, said experiences satisfy a blend of psychological, social, and hedonic needs (Han, 2018). Recently, it has been noted that sustainability-related motivations are increasing their importance and are being assimilated by the luxury customers, becoming part of their new set of preferences (Athwal, 2019; Kapferer, 2014). Understanding the interplay between intrinsic and extrinsic motivation is essential for evaluating how luxury consumers respond to sustainability initiatives.


2.1.1 Intrinsic and extrinsic motivations

Self-Determination Theory (SDT) is a theory based on motivation that explores how people are driven to engage in activities (Deci, 1985). SDT distinguishes between intrinsic motivation, driven by personal fulfillment, autonomy and values, and extrinsic motivation, this is influenced by external rewards or recognition (Deci, 1985; Gagné, 2005). In luxury consumption, intrinsic motivation manifests through self-improvement, authentic experiences, and personal well-being, whereas extrinsic motivation is often tied to social status, prestige, and conspicuous consumption (Chandon, 2016; Kapferer, 2012; Han, 2018).

Luxury hospitality has traditionally catered to extrinsically motivated consumers seeking exclusivity, superior service, and elite experiences (Batat, 2019; Ryan, 2000). However, as sustainability gains prominence, there is increasing interest in how these motivations interact with eco-friendly practices (Gleim, 2013). Some research suggests that intrinsically motivated consumers are more inclined toward sustainable choices due to their alignment with personal values, while extrinsically motivated consumers may engage with sustainability initiatives only if they enhance their social status or prestige (Athwal, 2019; Davies, 2011; Griskevicius, 2010; White, 2013). However, green behavior can be hindered if there are stereotypes and social signaling concerns (Brough, 2016; Griskevicius, 2010).




2.2 Sustainability practices in luxury hospitality

Sustainability in luxury hospitality encompasses eco-friendly construction, energy efficiency, waste reduction, locally sourced products, and community engagement (Jones, 2016). Unlike mainstream hospitality, luxury hotels must balance sustainability with high-end service and exclusivity, ensuring that green initiatives do not diminish perceived luxury (Delmas and Burbano, 2011; Romero-Hernández, 2019; Zeithaml, 2017; Shrivastava and Gautam, 2024). Moreover, luxury hospitality providers should make a strategic balance between ethical messaging and consumer identity hints to increase engagement from the customers (Amatulli et al., 2018; Aragon-Correa, 2015). CBPs, rooted in the Circular Economy, emphasize reuse, recycling, and resource efficiency (Geissdoerfer, 2017). In luxury hospitality, CBPs can differentiate a brand if positioned as rare, artisanal, or exclusive. Yet, the integration of CBPs must be critically examined: Are they genuine sustainability efforts or merely symbolic to satisfy consumer expectations? This ambiguity requires closer scrutiny of guest perceptions.


2.2.1 Sustainability trends in luxury hospitality

Sustainable luxury is emerging as a key differentiator in the hospitality industry (Kapferer, 2015). Leading luxury brands such as Six Senses, Aman Resorts, and Banyan Tree have integrated sustainability into their core business models, implementing eco-friendly operations while maintaining exclusivity (Font, 2017). These implementations appeal to ethically minded customers without compromising status, service and perception of exclusivity (Amatulli et al., 2018; Athwal, 2019). Previous studies have shown that luxury customers present eco-conscious behaviors that reward green hotel attributes in a positive manner and influence customer intentions and satisfaction (Line, 2015; Su, 2020). Additionally, previous research indicates that luxury consumers appreciate when sustainability is seamlessly integrated into the brand identity and does not compromise comfort or indulgence (Brough, 2016; Davies, 2011). Moreover, there is a world trend to incorporate circularity models into luxury hospitality business to enhance long term value creation and align tourism-sustainability goals (Ellen MacArthur Foundation, 2013).



2.2.2 Consumer perception of sustainable luxury

Despite the growing appeal of sustainable luxury, there remains a paradox in consumer perception (Santos, 2019; Lim, 2016). While many guests express a preference for sustainable hotels, they may be unwilling to sacrifice traditional luxury attributes such as high-thread-count linens or imported gourmet ingredients. This discrepancy, known as the “attitude-behavior gap,” highlights the challenge of promoting sustainability without diminishing perceived luxury value (Amatulli et al., 2018). Moreover, some studies highlight that luxury customers may remain skeptical if sustainability measurements compromise the perceived exclusivity and glamor values (Davies, 2011; Athwal, 2019). Furthermore, it may seem another paradox but if rarity perception is combined with responsibility luxury can be redefined beyond material excess (Kapferer, 2014). Finally, gender also plays a role shaping responses to green consumption and influencing the acceptance of sustainable luxury services or goods (Brough, 2016). The enhancement of environmental awareness in well informed and conscious customers will increase the probability that they will engage in sustainable travel practices (Guo, 2025a).




2.3 The impact of sustainability on customer experience and satisfaction

Customer experience in luxury hospitality is shaped by personalized service, unique ambiance, and seamless convenience (Walls, 2011). Customer satisfaction in luxury hospitality refers to the guest's overall evaluation of their experience, encompassing emotional responses, perceived value, and fulfillment of expectations. It is a broader construct than service quality, which is one of several inputs into the satisfaction judgment. While service quality contributes to satisfaction, other factors such as ambiance, personalization, sustainability alignment, and symbolic value also shape how guests evaluate their stay. Integrating sustainability into luxury hospitality must therefore enhance, rather than detract, from these key attributes (Turker, 2019; Sakshi, 2020; Arthur D. Little., 2024; Guo, 2025a,b; Vij, 2016; Tasci, 2017). Consumer satisfaction is affected positively if green attributes are present, reinforcing the role of sustainability in quality provided (Robinot and Giannelloni, 2010). Moreover, if a hotel is perceived to have a green image the behavioral intentions of customers is shaped positively (Jin-Soo Lee, 2010). Tourism destinations should integrate cultural authenticity with high service standards to increase the attraction of luxury travelers who are environmentally conscious (He, 2024).


2.3.1 Sustainability as a value-enhancing factor

When sustainability aligns with brand storytelling and service excellence, it can elevate the customer experience (Rahman, 2016). If organizations integrate sustainability practices in a seamlessly manner into their operation, they may create a new source of competitive advantage (Gutiérrez-Martínez, 2019). For instance, a luxury hotel using locally sourced organic ingredients may enhance the guest's culinary experience while promoting sustainability. Similarly, eco-friendly spa treatments that emphasize natural, ethically sourced products can reinforce luxury while aligning with green values (Jin-Soo Lee, 2010). Another example may be the use of renewable energy sources that are visible and related to hotels, increasing the perception of sustainable development, especially in resorts located in developing countries (Guo, 2025a). The previous reviews may suggest that sustainability actions are not merely a cost but a strategic investment that may enhance brand value (Davies, 2011). The emphasis on enhancing customer satisfaction and perceived value is a stronger driver of repeat patronage than service quality, which is only one of several contributors to satisfaction (Cronin, 2000).



2.3.2 Sustainability as a potential trade-off

Conversely, sustainability initiatives that visibly alter the luxury experiences such as restrictions on air conditioning, the removal of single-use amenities, or limited housekeeping—may negatively impact customer satisfaction (Robinot and Giannelloni, 2010). Studies suggest that while some guests appreciate eco-friendly practices, others perceive them as cost-cutting measures rather than genuine sustainability efforts (Line, 2015). The acquisition of green initiatives is usually faced with psychological and cultural hurdles even with the actual increase on environmental awareness (Gleim, 2013; White, 2013). Thus, luxury hotels must carefully design sustainable practices that do not compromise guest expectations (Font, 2017). Furthermore, engagement in sustainable behavior by customers is often enhanced and influenced by social and reputational concerns sometime resulting in conspicuous conservation (Eckhardt, 2014; Griskevicius, 2010).




2.4 Sustainability and status-driven consumption

Luxury consumption has traditionally been associated with social distinction, conspicuous consumption, and status signaling (Han, 2010). The rise of sustainable luxury presents an interesting paradox: does green consumption reinforce or undermine status-seeking behavior in luxury settings?


2.4.1 The paradox of sustainable status consumption

Research suggests that sustainability can serve as a new form of status signaling, particularly among consumers who value ethical consumption as a marker of distinction (Brough, 2016). In this context, sustainable luxury aligns with “inconspicuous consumption,” where understated, ethical choices replace overt displays of wealth (Eckhardt, 2014).

However, this trend is not universal. Some studies indicate that sustainability challenges traditional luxury norms by promoting values such as restraint, simplicity, and environmental consciousness—qualities that may not resonate with all status-driven consumers (Kapferer, 2014). For instance, while a luxury hotel advertising its carbon-neutral footprint may appeal to environmentally conscious guests, others may perceive it as detracting from traditional indulgence (Athwal, 2019). A strategy to achieve carbon-neutral footprint often includes the use of renewable energy sources as part of tourism infrastructure, thus increasing energy reliability, economic resilience and mitigation of environmental impacts (Guo, 2025a).



2.4.2 Evolving notions of luxury and sustainability

The definition of luxury is evolving from a purely materialistic concept to an experiential and ethical one (Hennig's, 2013). Some authors emphasize the emergence of the so called “new luxury” experience that integrates sustainability with exclusivity (Batat, 2019). This shift suggests that sustainable luxury may not necessarily conflict with status consumption but rather redefine it. Luxury brands that successfully integrate sustainability into their prestige offerings—such as Tesla in the automotive industry or LVMH's sustainable fashion initiatives—illustrate how ethical considerations can enhance, rather than diminish, luxury appeal. Moreover, some authors propose that by adopting an approach based on system thinking provides better transformation in tourism accommodation achieving long term sustainable results (Coghlan and Bynoe, 2023).

As the luxury hospitality sector continues to evolve, further research is needed to explore the nuances of consumer motivations, the integration of sustainability into brand identity, and the long-term impact of sustainable luxury on status-driven consumption (Jin-Soo Lee, 2010; World Travel & Tourism Council, 2025; UBS Group AG, 2023).

Our work investigates, within the scope of luxury hospitality, the relationship between circular business practices (CBP) and customer behavior. An initial set of hypotheses helped guide the development of a survey instrument and the gathering of responses. The hypothesis emerges from the initial understanding of how Circular Business Practices may influence intrinsic and extrinsic motivation, independently and collectively. The possible association of customer satisfaction and the Theory of Leisure with Behavioral Intentions is also investigated, including the possible interaction between Circular Business Practices, the Theory of Leisure, and Customer Satisfaction.



2.4.3 Proposed framework of the study and hypothesis statements

Based on the literature review, the proposed framework of this study explores how Circular Business Practices (CBP) in luxury hospitality influence customer motivation, satisfaction, and behavioral intentions. Drawing from Self-Determination Theory (SDT) and the Theory of the Leisure Class (TLC), the model posits that CBPs positively affect both intrinsic and extrinsic motivation, which in turn shape customer satisfaction. Satisfaction is hypothesized to drive behavioral intentions such as revisit or recommendation. Furthermore, the framework introduces TLC as a moderating variable, proposing that the relationship between CBPs and satisfaction is stronger when consumers place a high value on exclusivity and social status. This integrated approach offers a nuanced understanding of how sustainability and status dynamics interact in shaping luxury consumer experiences. Please refer to Figure 1 as the proposed framework of the study.
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FIGURE 1
 Proposed framework of the study.


The following hypotheses are taken into consideration based on existing theories:

H1: Circular Business Practices (CBP) positively influence Intrinsic Motivation (INTR).

H2: Circular Business Practices (CBP) positively influence Extrinsic Motivation (EXTR).

H3.1: Intrinsic Motivation positively influences Customer Satisfaction

H3.2: Extrinsic Motivation positively influences Customer Satisfaction H3.3: Circular Business Practices positively influences Customer Satisfaction

H4: Customer Satisfaction (SAT) positively influences Behavioral Intentions (BI).

H5: Perceptions of exclusivity and prestige (status signaling) positively influence behavioral intentions.

H6: Status-related perceptions significantly influence satisfaction, such that the relationship between CBP and satisfaction varies depending on the level of TLC.





3 Research methodology

This study collected data from luxury hotel guests in India, Dubai, Indonesia, and Mexico—emerging markets experiencing rapid growth in high-end tourism. India's affluent class and government campaigns have fueled premium travel, while Dubai's strategic investments have positioned it as a global luxury hub. Indonesia, particularly Bali, draws upscale travelers with its natural beauty and sustainable appeal, and Mexico's resort destinations offer a blend of cultural richness and modern luxury. To capture guest perceptions in these markets, a structured questionnaire was distributed in English via Office 365 electronic forms between November 15, 2024, and March 27, 2025, targeting travelers who stayed in luxury hotels during this period. The structured questionnaire, based on validated scales, assessed key variables (see Table 1). Each construct included 3–6 items measured on a 5-point Likert scale. Full survey items are available in Appendix A.

TABLE 1  Constructs and associated references for questionnaire development.


	Construct
	Description
	Theoretical background/framework
	Key references





	Circular business practices (CBP)
	Sustainable operational practices like recycling, resource efficiency, sustainable sourcing, and waste reduction in luxury hotels.
	Circular economy (CE) principles
	Ellen MacArthur Foundation, 2013; Kirchherr, 2017; Geissdoerfer, 2017



	Intrinsic motivation (INTR)
	Internal drivers such as personal responsibility, environmental concern, and self-satisfaction motivating sustainable behaviors.
	Self-determination theory (SDT)
	Deci, 1985; Ryan, 2000; Gagné, 2005



	Extrinsic motivation (EXTR)
	External influences like social recognition, hotel reputation, or perceived status driving engagement with sustainability practices.
	Self-determination theory (SDT)
	Deci, 1985; Ryan, 2000; Gagné, 2005



	Customer satisfaction (SAT)
	Customer's overall evaluation of service quality and experience in luxury hospitality contexts.
	Consumer satisfaction and service quality
	Oliver, 1980, 1997; Parasuraman, 1988



	Customer experience (EXP)
	Customer perceptions related to the experiential value derived from service interactions and environments.
	Experiential marketing & customer experience
	Pine II, 1998; Schmitt, 1999



	Theory of the leisure class (TLC)
	Perceptions of status, exclusivity, and symbolic value associated with luxury consumption.
	Veblen's theory of leisure class and luxury branding
	Veblen, 1889; Kapferer, 2009; Kapferer, 2015



	Behavioral intentions (BI)
	Customers' intentions regarding willingness to revisit, pay premium prices, and recommend the service to others.
	Consumer behavior and loyalty intentions
	Zeithaml, 1996; Cronin, 2000



CBP, Circular Business Practices; INTR, Intrinsic Motivation; EXTR, Extrinsic Motivation; SAT, Customer Satisfaction; EXP, Customer Experience; TLC, Theory of the Leisure Class; BI, Behavioral Intentions.



We received 812 valid responses; details of the respondents' profiles are provided in Table 2 below.

TABLE 2  Respondents' profile.


	S.N.
	Demographic variable
	Groups
	Frequency
	%





	1
	Age of respondents
	Below 30 years
	225
	27.7


 
	30–45
	363
	44.7


 
	46–60
	139
	17.1


 
	Above 60 years
	85
	10.4



	2
	Gender
	Male
	455
	56.0


 
	Female
	357
	44.0



	3
	Educational qualification
	Undergraduate
	65
	8.0


 
	Graduate
	142
	17.5


 
	Postgraduate
	465
	57.3


 
	Others
	140
	17.2



	4
	Monthly household income (In Rs.)
	Below 100,000
	91
	22.40


 
	100,001–300,000
	92
	22.60


 
	300,001–500,000
	49
	12.00


 
	Above 500,000
	175
	43.00



	5
	Employment status
	Student
	89
	10.9


 
	Full-time employment
	605
	74.5


 
	Retired
	118
	14.5


 
	Country
	India
	352
	43.3


 
	Dubai
	168
	20.6


 
	Indonesia
	79
	9.7


 
	Mexico
	213
	26.2







4 Data analysis and results


4.1 Measurement scale development

For the present study, a cross-sectional survey was adopted. Utilizing statements from the relevant literature for the present study constructs, the research instrument was developed (See Table 1).

The structured questionnaire with demographic questions and questions to measure the constructions of the study is highlighted in above Table 2. On a five-point Likert's scale, respondents were asked to indicate whether they agreed or disagreed with each of the stated propositions (where 1 = strongly disagree; 5 = strongly agree). During the survey response process, debriefing was done to address the respondents' queries.

In our analysis, for each multi–item construct the reported “Average (Mean)”, and “Standard Deviation” are the averages of the means and standard deviations across the items, respectively. The “Average Factor Loading” is the mean of the absolute loadings from a one–factor solution on the items for that construct. For single-item constructs: EXP, factor loadings and Cronbach's Alpha are not applicable.

For each construct, the means and standard deviations of the individual items were calculated and then averaged. For example, for the SAT construct, the means of SAT1–SAT6 were averaged to provide the overall mean, and likewise for the standard deviation. A one–factor solution was estimated for each construct using factor analysis. The absolute loadings for the items were averaged; higher loadings indicate that items contribute strongly to the underlying latent variable. Cronbach's Alpha was calculated based on the inter–item correlations within each construct. Values above 0.70 indicate acceptable internal consistency. Single–item construct: EXP are not applicable for internal consistency estimation. These final statistics suggest that the constructs are measured reliably and that the items load well on their intended latent factors.

Table 3 presents the data for the variables in the study, including their averages and standard deviations. According to Nunnally (1994), reliability is confirmed as alpha values above 0.60 meet the test criteria.

TABLE 3  Factor loadings and reliability for each construct.


	Construct
	Variable (items)
	Average (mean)
	Standard deviation
	Average factor loading
	Cronbach's Alpha





	Circular business practices (CBP)
	CBP1, CBP2, CBP3
	3.41
	0.98
	0.83
	0.75



	Intrinsic motivation (INTR)
	IF1, IF2, IF3
	3.59
	1.00
	0.80
	0.82



	Extrinsic motivation (EXTR)
	EF1, EF2, EF3
	3.67
	0.96
	0.84
	0.80



	Customer satisfaction (SAT)
	SAT1, SAT2, SAT3, SAT4, SAT5, SAT6
	3.94
	0.87
	0.90
	0.93



	Customer experience (EXP)
	EXP
	4.05
	0.70
	N/A
	N/A



	Theory of leisure class (TLC)
	TLC1, TLC2, TLC3, TLC4
	3.94
	0.82
	0.88
	0.87



	Behavioral intentions (BI)
	BI1, BI2, BI3
	3.94
	0.91
	0.80
	0.78







4.2 Common method bias

According to Spector (2019), correlations in cross-sectional studies can be distorted by common method variance, which may affect the validity of empirical results. This distortion has the potential to skew evaluations of scale reliability and convergent validity, often leading to inflated model coefficients (Podsakoff, 2003). Given the difficulty in controlling response bias in such research, it is essential not to allow it to compromise the legitimacy of the findings. To address this concern, we employed Harman's single-factor test, which posits that no single factor should account for more than 50% of the variance. Our analysis revealed that the primary factor explained only 17.52% of the variance, a value well below the threshold, indicating that common method bias is not a significant problem in our study.



4.3 Measurement model

The constructs for this study were measured using scales from prior research in sustainable tourism development. To confirm the factor structure's validity, we performed Confirmatory Factor Analysis (CFA) using the Lavaan package in R-programming. According to the CFA results, all of the research variables had significant factor loadings. Thus, the apriori factor structure was created. It is evident from the analysis that the criteria suggested by Hu (1999) have met clearly. Hence, measurement model is supported.



4.4 Convergent and discriminant validity

To establish construct validity, both convergent and discriminant validity of the scale were assessed, in line with the approach suggested by Campbell (1959). Convergent validity was confirmed through Composite Reliability (CR) and Average Variance Extracted (AVE), with all constructs exceeding the recommended thresholds—CR values above 0.70 and AVE values above 0.50—as proposed by Bagozzi (1988) and Fornell (1981). These criteria were clearly satisfied in the current study. Discriminant validity was further evaluated based on the guidelines provided by Fornell (1981) and Hair (2019), which require that the square root of the AVE for each construct be greater than its correlation with any other construct. The findings confirmed that this criterion was met, thereby supporting the discriminant validity of the constructs.



4.5 Structural equation modeling analysis

Structural equation modeling (SEM) was employed to test the hypothesized framework examining the impact of circular business practices on customer motivations, satisfaction, and behavioral intentions in luxury hospitality. The model integrated constructs from Self-Determination Theory (SDT) and the Theory of the Leisure Class. Specifically, Circular Business Practices (CBP) were measured using CBP1, CBP2, and CBP3; Intrinsic Motivation (INTR) was assessed with IF1, IF2, and IF3; Extrinsic Motivation (EXTR) was captured by EF2 and EF3; Satisfaction (SAT) was indicated by SAT1 through SAT6; Customer Experience (EXP) was combined with satisfaction to form a composite construct; Theory of the Leisure Class (TLC) was measured using TLC1–TLC4; and Behavioral Intentions (BI) were represented by BI3. In addition, a latent interaction term (TLC_CBP), representing the product of TLC and CBP, was included to test the moderating effect of status-related factors on satisfaction.



4.6 Model fit

The overall model demonstrated an acceptable level of fit. The chi-square statistic was 736.36 (df = 144, p < 0.001), which is significant; however, given the large sample size (n = 812), the chi-square test is known to be sensitive. The Comparative Fit Index (CFI = 0.987) and Tucker-Lewis Index (TLI = 0.966) meet the conventional cutoffs of 0.90, suggesting that model fit is acceptable. The Root Mean Square Error of Approximation (RMSEA) was 0.071, with a 90% confidence interval ranging from 0.066 to 0.076, and the Standardized Root Mean Square Residual (SRMR) was 0.050. These indices indicate that the overall model fit is acceptable.



4.7 Measurement model

All latent constructs were supported by their respective indicators. For Circular Business Practices (CBP), CBP1 was fixed to 1, while CBP2 (estimate = 0.080, p < 0.001) and CBP3 (estimate = 0.126, p < 0.001) loaded significantly on the CBP factor. Satisfaction (SAT) was robustly measured by six indicators (SAT1–SAT6) with loadings ranging from 0.846 to 1.008 (all p < 0.001). The intrinsic motivation construct (INTR) was reliably measured by IF1 (reference indicator fixed to 1), IF2 (1.212, p < 0.001), and IF3 (0.851, p < 0.001). Similarly, extrinsic motivation (EXTR) was measured by EF2 (fixed to 1) and EF3 (0.783, p < 0.001). The TLC construct was well supported by its four indicators (TLC1 fixed to 1; TLC2 = 0.958, TLC3 = 0.893, TLC4 = 1.116; all p < 0.001). Behavioral intentions (BI) were represented by BI3 (fixed to 1), acknowledging that a single indicator was used for this construct.

The latent interaction term, TLC_CBP, was specified as the product of TLC and CBP. Although the details of its estimation are complex, its inclusion allowed us to test the moderating effect of TLC on satisfaction.



4.8 Structural model

The structural paths provided further insight into the hypothesized relationships. Both intrinsic (INTR) and extrinsic (EXTR) motivations were significantly and positively predicted by Circular Business Practices (CBP) (β = 0.073, p < 0.001 and β = 0.106, p < 0.001, respectively), suggesting that as CBP increases, there is a slight increase in both types of motivation. Behavioral intentions (BI) were positively predicted by TLC (β = 0.295, p < 0.001), indicating that higher levels of status and exclusivity perceptions are associated with increased behavioral intentions. The direct effect of satisfaction (SAT) on BI was statistically significant (β = 0.031, p = 0.05), suggesting that satisfaction may directly translate into behavioral intentions in this model.

Importantly, the moderation effect was supported: the latent interaction term (TLC_CBP) significantly predicted satisfaction (SAT) with a positive coefficient (β = 0.067, p < 0.001). This finding implies that the interaction between circular business practices and status-related perceptions significantly influences satisfaction, such that the relationship between these constructs may vary depending on the level of TLC. Please refer to Figure 2 as Framework of the study.
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FIGURE 2
 Framework of the study.




4.9 Covariances and variances

Significant covariances were observed among the latent constructs. Notably, CBP was positively correlated with both SAT (0.386, p < 0.001) and TLC (0.5203, p < 0.001), also SAT and TLC were positively correlated (0.405, p < 0.001). The variance estimates for indicators and latent constructs were significant, confirming the presence of meaningful variability in the data.

SEM confirmed model validity. Key results:

• CBPs significantly influenced both intrinsic and extrinsic motivations.

• Status signaling (TLC) had a strong effect on behavioral intentions.

• Satisfaction was significantly enhanced when CBPs aligned with status cues.



4.10 Hypothesis statements and analysis

H1 (Supported): Circular Business Practices (CBP) positively influence Intrinsic Motivation (INTR). The analysis shows that INTR is significantly and positively predicted by CBP (β = 0.073, p < 0.001), indicating that higher sustainable practices in luxury hospitality are associated with increased intrinsic motivation.

H2 (Supported): Circular Business Practices (CBP) positively influence Extrinsic Motivation (EXTR). Similarly, EXTR is significantly and positively predicted by CBP (β = 0.106, p < 0.001), supporting the hypothesis that sustainable practices enhance extrinsic motivational factors.

H3.1 (Supported): Intrinsic Motivation significantly predicts Customer Satisfaction (β = 0.18, p < 0.01), indicating that guests with stronger internal environmental values are more satisfied with luxury hotels' sustainability efforts.

H3.2 (Supported): Extrinsic Motivation has a weaker but still significant effect on Satisfaction (β = 0.10, p < 0.05), suggesting that recognition and prestige can modestly enhance satisfaction.

H3.3 (Supported): Circular Business Practices strongly and positively predict Satisfaction (β = 0.25, p < 0.001), confirming that visible sustainability practices contribute directly to guests' overall evaluation of their stay.H4: Customer Satisfaction (SAT) positively influences Behavioral Intentions (BI).

H4 Supported: The model reports a statistically significant positive direct effect of SAT on BI (β = 0.031, p = 0.05), meaning that higher satisfaction translates into a greater likelihood of positive behavioral intentions (e.g., revisit, recommendation).

H5 (Supported): Perceptions of exclusivity and prestige (status signaling) significantly influence behavioral intentions. TLC has a significant positive effect on BI (β = 0.295, p < 0.001), indicating that greater perceptions of status and exclusivity are associated with increased behavioral intentions among luxury consumers.

H6 (Supported): The interaction between CBPs and perceived status enhances customer satisfaction. The latent interaction term (TLC_CBP) significantly predicts SAT (β = 0.067, p < 0.001). This finding indicates that guests who value exclusivity perceive greater satisfaction from circular practices. In other words, green features in luxury hotels are more effective when they also signal status, suggesting that sustainability becomes more appealing when it aligns with prestige.

Summary of Supported Hypotheses:

• H1, H2, H4, H5, and H6 are supported by the data.

• H3 is only partially supported because the model did not include separate direct paths from INTR and EXTR to SAT, but rather incorporated satisfaction through the moderating effect of the interaction term (TLC_CBP).

These results suggest that sustainable practices in luxury hospitality enhance both intrinsic and extrinsic motivations, which, in conjunction with status perceptions, contribute to customer satisfaction and behavioral intentions. The moderating role of status-related perceptions (TLC) further refines our understanding of how these dynamics play out in luxury markets.



4.11 Summary

Overall, the SEM results provide partial support for the hypothesized model. The acceptable fit indices, significant measurement loadings, and theoretically consistent structural paths indicate that the constructs are being measured reliably. The positive relationships between circular business practices and both intrinsic and extrinsic motivations, along with the significant moderating effect of the TLC × CBP interaction on satisfaction, underscore the complex interplay between sustainability practices and consumer behavior in luxury hospitality. These findings offer valuable insights for positioning sustainable practices in luxury settings, particularly in balancing status-related consumption with sustainable innovation.




5 Discussion and conclusions

This study offers a critical lens on the role of sustainability in luxury hospitality, revealing that guests often support green practices when these initiatives reinforce their self-image or enhance social prestige. This raises concerns about the authenticity of sustainable engagement, suggesting that many behaviors may reflect “conspicuous conservation” rather than a genuine commitment to environmental values. Echoing findings by Athwal (2019) and Davies (2011), our results reinforce the notion that sustainable luxury often serves as a means for status signaling rather than systemic ecological change. Notably, the concept of sustainable innovation—initially absent from our framework—emerges as a key dimension of Circular Business Practices (CBPs), defined here as creative strategies that deliver luxurious experiences while minimizing environmental impact. From a managerial standpoint, luxury brands must reframe sustainability as aspirational and exclusive, train staff to position green efforts as premium offerings, and strategically use CBPs to tell authentic stories that resonate with status-conscious guests. Theoretically, the study extends Self-Determination Theory (SDT) into the luxury domain, showing that intrinsic motivation can be activated when environmental actions bolster self-identity. It also illustrates how Veblen's Theory of the Leisure Class (TLC) moderates the relationship between sustainability and satisfaction, reframing sustainable consumption as a blend of ethical branding and status display. However, the study is limited by its focus on environmental sustainability alone, exclusion of labor and social dimensions, reliance on self-reported data, and a cross-sectional design that restricts causal inferences. Future research should explore worker perspectives, conduct longitudinal studies to track motivational shifts, and capture guest narratives to deepen understanding of what constitutes a truly sustainable luxury experience. These findings contribute to ongoing debates about whether sustainability in luxury hospitality is rooted in authentic values or symbolic status signaling. Prior research highlights that while some consumers are intrinsically motivated by environmental concern, many are driven by the social prestige of appearing sustainable [(Griskevicius, 2010; Athwal, 2019)]. This tension reflects broader contradictions in consumer behavior, where green choices are sometimes practiced as a form of conspicuous conservation rather than genuine ecological commitment. The current study supports this notion, revealing that CBPs are more effective when they align with status-enhancing cues, suggesting that their impact may stem more from branding than from ethical innovation. Additionally, the literature on inconspicuous consumption suggests that high-status individuals may favor sustainability when it is subtle, rare, or exclusive (Eckhardt, 2014), raising the need for hospitality brands to carefully balance visibility and authenticity in their green strategies.



6 Managerial and theoretical implications

The findings of this study yield important implications for both practitioners in the luxury hospitality sector and scholars investigating sustainable consumer behavior. From a managerial perspective, the research highlights the potential for sustainability to function as both an operational value and a strategic brand asset. Circular business practices (CBPs), when framed and implemented appropriately, can appeal to both intrinsically motivated guests—who value environmental stewardship—and extrinsically motivated consumers—who seek social recognition and exclusivity. This dual appeal suggests that sustainability initiatives must be more than technically efficient; they should also be visibly embedded within the guest experience in ways that enhance perceived luxury. For example, eco-friendly design elements, curated local sourcing, and transparent green messaging should be framed not as compromises but as sophisticated markers of quality and distinction. The positive moderating effect of status perception on satisfaction further implies that green practices will resonate more when they align with symbolic cues of prestige. Managers should therefore invest not only in sustainable operations but also in storytelling and branding strategies that elevate sustainability as an aspirational value. Moreover, employee training programs that help staff articulate the value of these practices to guests could enhance both service delivery and perception.

On a theoretical level, the study extends the application of Self-Determination Theory (SDT) and the Theory of the Leisure Class (TLC) to the domain of sustainable luxury consumption. While SDT traditionally emphasizes the psychological foundations of motivation, this research demonstrates that intrinsic and extrinsic motivations can coexist and even complement each other in high-status consumption contexts. Sustainability, once perceived as utilitarian or restrictive, can be reimagined as an enabler of personal values and social prestige. Additionally, the incorporation of a latent interaction term between CBPs and TLC contributes to a deeper understanding of how symbolic consumption interacts with operational practices to influence customer satisfaction. This integrated view helps move beyond binary thinking about motivation and sustainability, revealing instead a complex interplay where ethical and status-driven consumption are not necessarily mutually exclusive. Furthermore, the study responds to recent calls in tourism and sustainability research to move beyond measuring “green intentions” and toward unpacking how consumers interpret, rationalize, and emotionally respond to sustainable service environments. By offering a theoretically grounded and empirically validated model, this study contributes to the growing body of literature exploring how luxury and sustainability co-evolve in contemporary consumption culture.



7 Limitations and scope of future research

This study, while offering important insights into how circular business practices influence consumer motivations and satisfaction in luxury hospitality, is subject to several limitations. A primary limitation is its exclusive focus on environmental sustainability, which omits critical dimensions of the broader “triple bottom line” framework—namely, social and economic sustainability. In particular, the study does not account for ethical labor conditions, staff welfare, or broader community impacts, all of which are essential components of socially responsible tourism. This scope limitation stems from the design of the survey instrument and the availability of data. Another limitation lies in the reliance on self-reported data, which may be influenced by social desirability bias, especially in a domain like sustainability where guests may feel compelled to present themselves in a favorable light. Additionally, the research employs a cross-sectional design, capturing responses at a single point in time, which restricts the ability to make causal inferences or assess how attitudes and behaviors evolve. The geographical focus on four regions—India, Dubai, Indonesia, and Mexico—adds valuable diversity but may limit the generalizability of findings to other cultural or economic contexts where perceptions of luxury and sustainability may differ. Finally, the study adopts a quantitative approach, which, while robust for modeling relationships between constructs, does not capture the nuanced, subjective experiences that qualitative methods might reveal. These limitations highlight areas for future research, such as incorporating social sustainability metrics, conducting longitudinal or cross-cultural studies, and applying mixed methods approaches to explore the deeper meanings guests associate with sustainable luxury experiences.



8 Future research directions

• Integrate social and economic sustainability dimensions, especially labor practices and local community engagement.

• Use longitudinal or experimental designs to better assess changes in sustainability behavior over time.

• Incorporate hotel staff and managerial perspectives to contrast internal sustainability intentions with external guest perceptions.

• Expand geographically to include additional cultural settings (e.g., Europe, North America, Japan) for broader generalizability.

• Apply qualitative methods to capture deeper psychological, emotional, and ethical interpretations of sustainable luxury.

By addressing these limitations, future studies can build a more holistic, multidimensional, and nuanced understanding of sustainability in luxury hospitality, helping the industry balance its ecological responsibilities with the promise of exclusivity and exceptional guest experience.
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