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ABSTRACT

Brand equity has been put forward as an important concept in contemporary brand
management. However, it suffers from a lack of agreement over its meaning and uses. A
particular lack of clarity exists within the context of the hotel industry. Against this backdrop,
the research presented in this thesis sought to explore and evaluate critically the meaning and
uses of the brand equity concept in UK hotel industry brand management.

The literature review identified a variety of different definitions and operationalisations of
brand equity. Even though there are multiple definitions of brand equity (which has led to
much confusion), an overriding principle appears to be that brands, through the benefits they
offer, can provide value to consumers. If brands provide value to consumers, loyalty will be
created and consumers may be willing to pay a price premium for the brand. Brand equity
has been viewed from both the consumer perspective (e.g., perceptions that consumers have
of brands, and how this influences behaviour), and from the company viewpoint (e.g., the
financial value created by the brand). Whilst the hotel industry branding and brand equity
literature is limited to a small number of empirical research studies, the available evidence
suggests a relationship between consumer-based brand equity and a brand’s financial
performance. During the literature review, a conceptual framework was developed to
illustrate proposed concepts and potential relationships between the stages integral to strategic
brand management in the hotel industry. The framework also provided the direction and
structure for the empirical research stages of the study.

In order to gain a deeper understanding of the meanings and uses of hotel industry brand
equity, two stages of empirical research were completed. The purpose of the empirical
research was to investigate the interpretations which senior UK hotel industry practitioners
gave in relation to different aspects of branding and brand equity management and
measurement. The research focused on meanings attributed to the concepts, potential uses
and operational challenges. The first stage of empirical research involved an open-ended
questionnaire completed by a sample of 11 senior hotel industry management consultants.
The second stage involved a qualitative case study which was used to explore, in some depth,
the hotel industry brand equity concept. The subject of the case study was Thistle Hotels; one
of the UK’s largest brand-owning hotel companies. Multiple methods were utilised during
the case study, including in-depth, semi-structured interviews with 12 of Thistle’s senior
managers, and reviews of relevant corporate documents. -

This study’s findings indicate that brand equity can be a useful concept for UK hotel industry
brand management, although there is evidence to suggest that the concept has yet to be
commonly-accepted in the UK hotel industry. This study forged a new multi-faceted
definition and operationalisation of brand equity that can be used by hotel companies to build
and manage the performance of their brands. The study posits that hotel brand value can be
measured using a range of attitudinal and behavioural measures that seek to investigate
consumer perceptions and behaviour towards hotel brands, and measures intended to capture
operational and financial performance.

This study makes an original contribution to knowledge in a number of areas including the
following: it has created new definitions of the hotel brand equity concept and the core hotel
brand concept; and a Hotel Industry Brand Equity Management Framework has been
developed to assist hotel companies better manage the equity of their brands. This framework
also provides an agenda for necessary future research that will further develop the findings
and conclusions from this study and enhance the development of hotel brand equity theory.
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1.2

1 INTRODUCTION

Background

This research study seeks to develop a deeper understanding of the meanings of hotel industry
branding and brand equity, and the practical uses of brand equity in UK hotel brand
management. This research is important as it has been argued that brand equity can be

integral to the achievement of competitive advantage within the hotel industry. For example:

Lodging is a brand equity business. By building equity in its brand, a
lodging company is able to sell its name to hotel owners and franchisors, and
~also able to reach consumers, thereby generating demand to support

expansion (Morgan Stanley, cited by Jiang et al., 2002: 5).

The purpose of this introductory chapter is to set the scene for the thesis as a whole. In this
chapter the focus of the research study is outlined. To this end, the concept of brand equity is

introduced, both generally and then specifically from the perspective of the hotel industry.

| This leads to an explanation‘of the reséérch problerh, followed by an articulation of the

study’s aim and objectives. The next section justifies the research on theoretical and practical
grounds. Following this is a description of the overall structure of the thesis to orientate the
reader to the forthcoming content. The outputs generated by the research are then introduced

prior to a chapter summary.

Focus of the research study

Brand equity is a topical subject for this study. Since the 1980s, brand equity has been one of
the most important marketing concepts in both academia and practice (Keller, 2003). Brands
are increasingly becoming a source of differentiation that guides consumer choice

(VanAuken, 2002). Branding has therefore become a prevalent competitive strategy in many

industries and sectors, including the hotel industry (Kotler e al. 2003). The UK hotel



industry is one where competition amongst hotel brands has intensified over recent years; a
trend which is forecast to continue over the foresecable future (Slattery, 2003). To optimise
the financial performance of their brands within this increasingly competitive marketplace,
hotel companies that own brands have been looking at ways to improve the effectiveness of
their brand management practices (PriceWaterhouseCoopers, 2001). Ii has been argued that
the most successful contemporary brands are more than just a name or a logo on a product;
they provide customers' with relevant desirable functions and benefits which they value
(Keller, 2003). A view has emerged that brands can be important intangible company assets,
which because of their functions and benefits are valuable to both consumers and brand-
owning companies. This value has been conceptualised as brand equity (e.g., Aaker, 1991;
Randall, 2000). It has been suggested that brand-owning companies should focus on building
and managing brand equity as part of their brand management practices (Aaker, 1991;
Kapferer, 1997; Kel]er, 1998). According to Doyle.(2002: 157), ‘developing brand equity is |
a central issue for top management because it is a key determinant of corporate value’.
Others agree with the corporate importance of brand equity. For example, Ambler (2003)
considers that for many companies brand equity is their biggest and most valuable asset
which requires careful strategic development, management and investment over the long

term.

It has been suggested that there is some agreement amongst many marketing scholars over the
basic principles of branding and brand equity (Keller, 2002). These areas include the
following: that differences in outcomes from current marketing activities of a company arise
from the ‘added value’ endowed to a product as a result of past marketing activity for the
brand; this value can be created for a brand in different ways; brand equity provides a
common denominator for interpreting marketing strategies; the value of a brand can be
manifested or exploited in many different ways to the benefit of the brand-owning company.

In brief, it appears therefore that the brand equity concept has emerged in recognition that

! For the purposes of this thesis, ‘customer’ and ‘consumer’ are used interchangeably, as both relate to

10



brands enhance the value of products beyond their fundamental attributes (e.g., brand names,

symbols, designs, and logos).

Although there seems to be some agreement at an abstract level over the general principles
behind the concept of brand equity amongst some researchers, there is no common viewpoint
as to how brand equity should be defined specifically and measured, which has led to
significant confusion with the concept (Keller, 2003). Many different definitions have been
proposed, some of which are conflicting even when they are supposed to be representing
similar phenomena. The multifarious nature of interpretatibns of brand equity is exemplified
by Franzen’s (1999) research, in which 23 different definitions of brand equity were
identified. Against this quagmire of interpretations, Franzen (1999) attempted to provide
some clarity by categorising brand equity definitions into four broad groups, namely: the
presence of a brand in the consumer’s mind; the influence of consumer perceptions of a brand
on their brand buying behaviour; the brand’s competitive market position and financial
performance; and the overall financial value of the brand, for example if the brand was being
bought or sold. The range of conceptualisations of brand equity have resulted in different
operationalisations and associated measures being developed to assess how well brands
perform over time or relative to their competitors (Mackay, 2001a). The interest in brand
equity is not merely an academic pursuit. There are brands which appear to have aspects of
their ‘equity’ measured routinely, including the PepsiCo brands (Kish, ez al. 2001), Bacardi
Martini, Abbey National, Duracell, Dell, Nestlé’s brands, Cadbury’s brands, and Lloyds TSB
(Ambler, 2003). Certain hotel companies also seem to manage the equity of their brands,

including Hilton International and Marriott International, as will be discussed in Chapter 2.

The wide range of industries within which branding has been employed by companies and the
different competitive characteristics across industries mean that context is an important
consideration in studies of brand equity (Aaker, 1996). This research study is set within the

context of the UK hotel industry. The contemporary hotel industry has been described as a

the intended end user of brands (Doyle, 2002).



‘hostile environment’ (Olsen et al. 1998: 158) and ‘extremely competitive’ (Go and Pine,
1995: 27). This competitive situation has led to many companies focusing on branding
strategies to differentiate their products, and seek competitive advantage (de Chernatony and
McDonald, 2003). According to Porter (1985), a company differentiates itself from
competitors if it can be unique at something that is valuable to consumers. Hotel chains
constitute a classic application of brand strategy in that brands are an effective way for hotels
and hotel chains to differentiate themselves in the minds of consumers (Prasad and Dev,
2000). Furthermore, it has been found that, hotel brands can enable consumers to predict the
value of their purchase in terms of features such as price and quality (Olsen ez al. 1998). It
has also been suggested that the added value associated with certain brands allows them to

differentiate and compete on features other than price alone (PriceWaterhouseCoopers, 2001).

A small number of researchers have investigated brand equity within the specific context of
the hotel industry, including how it can influence hotel brand choice. For example, Prasad
and Dev (2000) put forward the hypothesis that hotels with strong brand equity (based on
consumers’ positive evaluations of the hotel or hotel chain’s attributes) command higher
bedroom occupancy levels and average achieved room rates. There is some empirical
research evidence which supports this hypothesis (e.g., Kim and Kim, 2004, with their
analysis of how customer-based brand equity can affect financial performance in the luxury
hotel segment). Jiang ef al. (2002) suggest that the Chief Executive Officers of hotel
companies recognise that brand equity influences the company’s share price and shareholder
value. Due to this, it has been argued that building and managing brand equity is a key
determinant of success within the hotel industry (Prasad and Dev, 2000).
PriceWaterhouseCoopers (2001: 2) summarise the situation by stating ‘no longer is [hotel]
brand equity an ephemeral concept — it can be measured and be linked directly to the

enhancement of shareholder values’.

12



1.3

The research problem

Although there seem to be sound reasons for hotel companies focusing on brand equity for
brand management, the concept can be criticised for a lack of precision over its meaning and
the subsequent confusion over how it should be operationalised and measured. For many
corporate executives and managers, brand equity seems to be an important but misunderstood
concept (Capon e al. 2001). With the brand equity concept being used in ‘varying ways and
seldom precisely’ (Randall, 2000: 23) it has become a ‘complicated and messy area’ (Randall,
2000: 25). The situation has been compounded by the various terms related to attempts at
conceptualising the relative performance of brands, such as ‘brand image’, ‘brand strength’,
‘brand health’ and ‘brand value’, as well as measures like ‘market share’, even though these
terms sometimes reflect the same or similar branding effects (Kapferer, 1997). The
development of a brand lexicon comprising many different terms and concepts provides a

backdrop to this study of hotel industry brand equity.

The brand equity literature can be criticised for the lack of practical brand management
knowledge developed through empirical research, which is surprising given the various
claims which have been made about the importance of the concept (some of which were
previously mentioned). For example, Barwise (1993: 99) stated that ‘overall there has been
remarkably little empirical work on the financial, managerial and strategic aspects of brand
equity’. Although this statement was made in 1993, it seems that the situation had not
improved by 2001 when Mackay (2001a) criticised the body of brand equity empirical
research that had been completed as being a fragmented research effort. He summarised the

extant brand equity literature as follows:

A myriad of unrelated studies, the result is a multitude of different conceptualisations
of the concept and reference to even more ways of measurement. In other words,
there is no common consensus about what brand equity means and how a firm can

measure the value of the brand (Mackay, 2001a: 38).

13



1.4

Whilst the general brand equity literature has been criticised for the range of different
interpretations of the concept and the fragmented research effort, the service industries’
literature is particularly patchy. Although there is a growing body of literature investigating
the brand equity of manufactured consumer b.rands,2 the literature that has focused
specifically on scrvices is limited by comparison (Mackay, 2001b; Moorthi, 2002). A service
industry that has a particular dearth of branding and brand equity empirical research is the
hotel industry (Kim and Kim, 2004; Olsen et al. 2005). Due to the importance of branding
within the hotel industry, it appears that the practice of hotel industry branding outweighs
somewhat the academic attention afforded to it. Against this backdrop, Mackay (2001b)
advocates that futurc research should explore the managerial practices within service

industries, such as the hotel industry. This research study answers this call.

Study aim and objectives

~ The aim of this study is to evaluate critically the meanings and practical uses of the brand

equity concept within UK hotel industry brand management. In order to meet this aim, the

following scven objectives have been set:

I To assess the meanings, prevalence and roles of branding in the hotel industry as outlined

in the litcrature;

2 To analysc the meanings and uses of brand equity within the hotel industry as attributed by

the literaturc;

3 To examinc critically hotel industry practitioners’ views of the meanings and uses of

branding and brand equity;

4 To comparc the literature-based meanings and uses of the hotel brand and brand equity

concepts with practitioner interpretations;

2 For the purpose of this study, manufactured consumer brands include consumer goods that have a
physical form. For example, this includes product categories such as food, drinks, household items,
and personal care items.



5 To develop bespoke definitions of hotel brand and hotel brand equity;

6 To create a conceptual ‘hotel brand equity management framework’ to assist hotel

companies to better manage their brands, and to guide future academic research activity;

7 To generate ideas for future hotel brand equity research.

The study objectives were developed following a preliminary review of the available

branding and brand equity literature, which identified the research problem (as discussed in

Section 1.3), and then they were refined during further reviewing of the literature. The

theoretical and practical justification for the overall research study is explained in the

following section. However, the rationale for each of the objectives is outlined in Table 1.

Table 1: The Rationale for the Study Objectives

No.

Objective

Rationale

1.

To assess the meanings,
prevalence and roles of
branding in the hotel industry
as outlined in the literature.

It has been argued that context is important in brand
equity studies (Aaker, 1996). Achieving this
objective will provide the necessary industry context
to this study. The initial review of the literature
highlights limited investigation into the hotel brand
concept, and a lack of agreement over its meaning.
This study requires an assessment of what the )
literature says about the core brand concept, as brand
equity has evolved as an apparently important sub-
topic of it.

To analyse the meanings and
uses of brand equity within
the hotel industry as
attributed by the literature.

The preliminary review of the literature identifies
disagreement over what is meant by the brand equity
concept and how it can be used for hotel industry
brand management. An analysis of available
literature-based meanings and uses is necessary to
identify specific areas of consensus and tension, as
well as particular knowledge gaps that could be
addressed by the empirical research stages of this
study.

To examine critically hotel
industry practitioners’ views
of the meanings and uses of
branding and brand equity.

There have been calls for future brand equity
research to focus on practical, managerial aspects of
the concept (e.g., Barwise, 1993; Mackay, 2001b).
This objective seeks to address this through
examining the interpretations of the meanings and
practical uses of branding and brand equity given by
hotel industry practitioners.

To compare the literature-
based meanings and uses of

By assessing areas of agreement and disagreement
between the views of hotel industry practitioners
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the hotel brand and brand
equity concepts with
practitioner interpretations.

(which will be gained through achieving Objective
3) and the available literature (Objectives 1 and 2),
this study seeks to develop knowledge of hotel
industry branding and brand equity.

To develop bespoke
definitions of hotel brand and
hotel brand equity.

The preliminary review of the literature suggests that
there is a requirement for greater clarity over what is
meant by the concepts of brand equity, and the core
hotel brand concept. This study seeks to develop
these new definitions based on the outcomes of
Objective 4.

To create a conceptual ‘hotel
brand equity management
framework’ to assist hotel
companies to better manage
their brands, and to guide
future academic research
activity.

The preliminary literature review illustrates an
opportunity for brand equity to be a beneficial
component of hotel industry brand management.
However, the limited agreement over the meaning of
key terminology and the fragmented research effort
to date suggests brand-owning hotel companies find
little to assist them with their brand management
practices. The creation of a new conceptual
framework will serve a dual purpose. On the one
hand it will be an initial attempt to highlight the
concepts that could comprise hotel industry brand
equity management. It will also identify areas that
need to be subjected to further research (see
Objective 7).

To generate ideas for future
hotel brand equity research.

Given that this study is an inductive, exploratory
study, there will be areas of future research that will
need to be addressed, following its completion, to-
continue the development of the study of hotel
industry branding and brand equity.

To address the above objectives, the following research process will be undertaken:

The initial stage of the research will focus on creating a ‘preliminary hotel brand equity

conceptual framework’. This will seek to draw together, in a single framework, the

proposed key concepts involved in hotel industry brand equity management. This
framework will be developed following an examination of the relevant hotel industry
context (to assess the meanings, prevalence and roles of branding in the hotel industry).
Following this will be a critical assessment of the branding and brand equity literature (td

analyse the meanings and uses of brand equity, as well as investigate areas of academic

debate and identify knowledge gaps);
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1.5

e The preliminary hotel brand equity conceptual framework will then guide this study’s
empirical research stages: This will involve research exploring the views that hotel
industry practitioners have of the meanings and uses of branding and brand equity. The
framéwork will provide the fbcus of questionihg and the basis for the exploration of

possible relationships between the different concepts;

e The findings generated through the empirical research will then be used to challenge the
robustness of the preliminary hotel brand equity conceptual framework. Once an
investigation of areas of corroboration and conflict has been completed, the preliminary

-

hotel brand equity conceptual framework may need to be revised accordingly. Any

revised framework will then become the ‘hotel brand equity management framework”.

It is posited that achieving the study objectives will make an original contribution to
knowledge in the following areas:
e The development of new hotel industry specific definitions of the ‘brand’ and ‘brand

equity’ concepts;

o The creation of a hotel brand equity management framework that will provide (1) an
agenda for future academic research, and (2) enable hotel companies to better understand

and manage the value of their brands.

It is expected that this study will make other original contributions. These will be highlighted

in the concluding chapter of this thesis (Chapter 8).

Justification for the research study

Now that the context to this study has been established, the research problem identified, and
the study’s aim and objectives articulated, it is important to justify the need for this research

in more detail. This study is important on both theoretical and practical grounds.
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includes ‘many terms that are ill defined, used in different ways and have various meanings’.
| It appears that this criticism is particularly relevant in the context of brands and branding.
Although it has been argued that branding and brand equity are among the most fashionable
areas of contemporary marketing, the subjects are in transition from alchemy to science
(Shaw and Merrick, 2005). According to Shaw and Merrick (2005: 184) ‘the alchemists have
cloaked their subject in some of the most obscure terminology in management today ...
definitions are rarely written down, and inconsistencies are brushed aside with creative
postmodernist disdain’. -According to Lazer (2000: 17), features such as these can foster or
impede clearer q,c§§=§.n&8= and understanding, support or hinder quality research, and

advance or limit progress in developing marketing theory and science’.

The state of hotel sz&:m and brand equity theory should be considered at the outset in order
to assist with the identification and the framing of the research problem. One way proposed
to test the strength of a marketing-based theory is the use of metatheoretical criteria for theory
evaluation (e.g., Zaltman ef al. 1973; Sheth et al. 1988). Metatheory has been defined as “the
investigation of E.\mw:.wa:.ox " and more specifically ‘the investigation, analysis, and
description of (1) the technology of theory building, (2) the theory itself, and (3) utilization of
theory’ A.Nm:Bmz et al. 1973: 4). Both Zaltman & al. (1973) and Sheth ez al. (1988) evaluated
marketing-related theories using metatheoretical criteria. De Chernatony and Riley (1998:
417) used %o, EooQ evaluation criteria developed by Zaltman et al. (1973) to find that a
‘theory of the brand remains missing’. Table 2 summarises the metatheoretical criteria for

EooQ evaluation developed by Sheth ez al. (1988). This has been selected as it builds on the
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work of Zaltman et al. (1973) and provides a comprehensive framework by which to evaluate

contemporary hotel branding and brand equity theory. Based on this framework, the

development of a theory of hotel industry brand equity is in its infancy. This is because there

is a lack of clarity over the meaning of the concept, as well as the limited empirical research

effort available to verify various hypotheses incorporating the hotel brand equity concept.

This study seeks to provide a first step towards a theory of hotel industry brand equity by

forging a clearer understanding of what is meant by the concept. Not only will this act as a

starting point for a theory of hotel brand equity, it will also.form a foundation and framework

for future empirical research activity.

Table 2: Metatheoretical Criteria for Theory Evaluation

Category

Criteria

Description

Syntax

Structure

The theoretical concepts should be properly defined.

A theory should not be built on uncertain or conflicting
concepts of a subject.

Specification

Relationships among the theoretical concepts must be
specific in a manner to clearly delimit the hypothesis.

'| A-theory demonstrates ‘weakness’ on the specification

criterion when relationships among the concepts are usually
couched in a contingency framework where ‘A’ is related to
‘B’, but only if other concepts (e.g., ‘C’, ‘D’ or ‘E’) are
absent or present.

Semantics

Testability

Precise and direct operational definitions of the theory’s
concepts are provided to ensure the testability and inter-
subjective consensus.

Empirical
Support

Degree of confirming evidence that has been gathered to
support the theory’s hypothesis.

The theory needs to be subjected to empirical verification.
As more and more tests of the theory are completed with

uniform and positive results, the theory’s empirical support
becomes more convincing.

Pragmatics

Richness

Relates to how comprehensive and generalizable the theory
is.

A theory is regarded more useful if it covers a large expanse
of problems or solutions typically encountered by ‘users’ of
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marketing theories (e.g., marketing practitioners).

Simplicity The ease of communication and implementation of the
theory.

Source: Sheth et al. (1988: 29-33) (adapted for this thesis into a table format)

Practical justification

This is an applied research study that seeks to assist hotel companies to better understand and
manage the performance of their brands. It is important therefore that the study is justified on
practical grounds. This research study addresses a knowledge gap which some scholars have
called to be addressed for the benefit of brand management practitioners. For example, whilst
Keller (2000: 147) asserts that the ‘building and managing of brand equity has become a
priority for companies of all sizes, in all industries and in all markets’, he suggests that there
are few managers that arc able to step back and assess their brands’ particular strengths and
weaknesses objcctively. This is likely to be particularly the case in those industries where
there is a limited cmpirical research base for practitioners to draw on, such as the hotel
industry. As will be scen during the literature review (in Chapter 3 of this thesis), there is
little research that investigates critically the hotel brand equity concept in terms of what it is
and its uses. In light of the lack of hotel industry brand equity research, it is argued that this
research study contributes to developing a better understanding for corporate executives and

managers of this under-researched topic.

It is proposed that a clcarer understanding of what is meant by brand equity will enhance the
chances of successful implementation of corporate strategies, including marketing and brand
strategies. Knowlcs (1996: 32) stated ‘communication is at the heart of successful strategic
management’. Wood (2000) agreed by suggesting that effective communication within and
between a company’s business functions, such as marketing and finance, aids strategic
management during the process of strategy development, implementation and evaluation.
The risk is that a lack of common and compatible use of terminology may be a barrier to

strategic management within organisations (Wood, 2000). Based on their research into
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strategic planning and execution, Mankins and Steele (2005) argued that it is vital for
companies to have a commonly understood language for effective dialogue between
functions; one that is understood in particular by strategy, marketing and finance departments.
According to Mankins and Steele (2005) this is because a ‘poorly communicated strategy’ is
the second most cited factor (second to inadequate or unavailable resources) for a loss in
company performance due to poorly executed strategies. VanAuken (2002) concurs with a
need for commonly understood terminology by referring to his branding research which
exposed a situation in one organisation whereby different managers used different terms to
describe various aspects of brand management. This led to much confusion within the subject
company. For this reason, VanAuken (2002: 14) stated that for brand-owning companies ‘it
is important to establish a common brand management vocabulary’ as this ‘will ensure that

people can communicate with fewer misunderstandings’.

The study of branding within the UK hotel industry was chosen for the focus of investigation
in this study for two main reasons, namely the hotel industry is an important component of the
UK economy, and branding is a key and growing feature of the UK hotel industry. These and
other relevant features of the UK hotel industry are examined in the next chapter of this

thesis. Given the number of businesses operating within it, the UK hotel industry is an
important industry (Go and Pine, 1995). According to the Office of National Statistics, there
were 11,047 VAT registered hotels in the UK in 2003, with a total turnover of over £10
billion (Mintel International Group, 2005). The UK hotel industry comprises privately-owned
and managed unaffiliated hotels (i.e., hotels that are not part of a hotel company or
consortium), and those hotels that are part of a hotel company or consortium (Clifton and
Shah, 1999). It has been estimated that the number of hotels that are affiliated with a brand
will grow from approximately 35 per cent in 2004 (Mintel International Group, 2005) to over
50 per cent by 2011 (Slattery, 2003). The researcher’s professional background also
influenced the choice of the hotel industry as the subject area for this study, as discussed in

the following section.
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1.6

The researcher’s positionality

There are aspects of the researcher’s background and experience relevant to this research
study. The researcher is a senior management consultant working within the hotel industry,
both in the UK and internationally. Since 1994, the researcher has worked for major
management consultancies that specialise in the hospitality and leisure industries (i.e.,
Deloitte & Touche, Economics Research Associates, and currently KPMG). Over this period,
he has been based in the UK, but has worked on hotel planning, development, and operational
projects throughout the UK and Continental Europe, as well as the United States, Brazil and
India. This has necessitated travelling widely and staying in many hotels of different sizes
and types. The researcher has worked with a large number of national and international hotel
companies, marketing consortia, and independent hoteliers. In addition to industry operators,
he has undertaken hotel projects on behalf of venture capitalists and private equity houses,
property developers, private investors, banks, local authority planning departments and other
organisations. Much of his work has involved investigating the market and financial
feasibility of new hotels, ranging from budget to luxury hotels. He has also worked with
independent hotels and hotel chains looking to enhance the effectiveness of their marketing
activities. This experience, it is argued, provides a broad understanding of the characteristics
of hotel industry branding. Prior to starting his career in management consultancy, the
researcher completed two postgraduate qualifications, namely a Masters Degree in Tourism
and Leisure (1993-4), and a Postgraduate Diploma in Tourism, Leisure and Service
Management (1991-2). His undergraduate degree was in Geography (1988-91). In each case,
the researcher studied and implemented a variety of positivist and non-positivist research
methods. For example, for his Masters Degree, the reseércher adopted a positivist approach
by completing a dissertation that involved a questionnaire survey of all major European theme
parks, the findings of which were subjected to quantitative analysis. However, his
Postgraduate Diploma involved the completion of a dissertation during which a qualitative

research design was the required.
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The original idea for this study stemmed from the researcher’s professional and personal
interest in the topic of hotel industry branding and brand equity. Over recent years, he
became increasingly aware of increasing competition in certain destinations, particularly
amongst national and international brands. It appeared to the researcher that various claims
were being made by hotel companies of the benefits of one brand over another. This
stimulated his curiosity around how hotel cdmpanies should be managing their brands in this
competitive environment and the potential role that brand equity could play in this. An initial
search of the literature (which was undertaken prior to the formal commencement of this
doctoral research programme in 2001) identified some mentions of brand equity in the context
of the hotel industry, including some references in the trade press and some academic papers.
By way of comparison, the general branding literature was replete with articles focusing on
brand equity. The researcher became intrigued as to why this was, particularly given the
focus of many hotel companies on developing and managing brands. Clearly, given the
rescarcher’s background and experience, there are a number of important methodological
issues that had to be considered during the completion of this study. These are assessed both
in the chapter that addresses the methodology utilised for this study (Chapter 4), and reflected
upon in the chapter that outlines the study’s conclusions and recommendations (Chapter 8).

The researcher undertook this doctoral research on a part-time basis between 2001 and 2006.

Thesis structure

This thesis comprises eight chapters. This structure has been developed to ensure that each of
the research objectives is addressed, and relates to the research process outlined in Section
1.4. Chapter 1 has introduced the research study by outlining the focus and scope of the
research study, the research problem, the qutiﬁcation for the research, and the study’s aim
and objectives. éhapter 2 will contextualise the research by examining brandiﬁg within the
hotel industry. Chapter 3 will then identify and critically evaluate the range of definitions,

models and theories of brand equity, focusing in particular on the hotel industry. Chapter 4
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1.8

discusses the rationale for the chosen methodology and the methods of data collection and

analysis adopted.

Chapters 5 and 6 will focus on the findings generated by the empirical research. The
empirical research undertaken for this study comprised two stages. The first involved senior
hotel industry management consultants. The data generated from this will be discussed in
Chapter 5. The second stage focuses on a case study, with the case being a UK hotel

company. The data generated from this stage will be presented in Chapter 6.

The final two chapters will address the judgements that can be made as a result of the findings
generated. Chapter 7 will analyse the key themes emanating from the empirical research and
compare them with the available literature. The concluding chapter (Chapter 8) will
summarise and conclude about the general findings of the research study (including
explaining how each objective has been addressed), as well as discuss implications for hotel

companies and future academic research, and the study’s limitations.

Throughout the thesis a number of appendices have been included to support certain points

made.

Research outputs

During the completion of this research study, the conceptual and empirical findings generated
were disseminated by various means. This included papers presented at academic
conferences and published in respective conference proceedings, and articles published in
academic and hotel industry trade journals (Bailey ef al. 2003; Bailey and Ball, 2004; Bailey
and Ball, 2005; Bailey and Ball, 2006). Case study findings were also shared with

representatives of the participant hotel company.

A purpose of sharing the findings throughout the research study was to ensure that they were

critiqued and challenged by academic and hotel industry peers. In all cases, the researcher
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has encouraged feedback. When feedback was offered, this has been considered and used to

inform the research programme. The detail of this output is provided in Appendix 1.

Chapter summary

This introductory chapter laid the foundations for the thesis. It did this by introducing hotel
industry branding and brand equity as the focus of the research study. The chapter then
highlighted the research problem. This was followed by the articulation of the study’s aim
and objectives. The overall research process that will be adopted was explained. The
theoretical and practical justifications for the research study were then outlined, followed by

an explanation of the structure and content of the thesis.

Now that the study has been introduced, the next chapter focuses on the study’s industry

context, namely branding within the hotel industry.

25



2.1

2.2

2 BRANDING IN THE HOTEL INDUSTRY

Introduction

1t is increasingly accepted in the international hotel industry that branding matters.
The big hotel operators now almost universally accept that the right brands can give

competitive advantage (Travel & Tourism Intelligence, 2001: 141).

This quotation indicates the important role brands play in the hotel industry. The purpose of
this chapter is to provide the industry context of the research study. It does this by analysing
the size and structurc of the UK hotel industry. Following this, relevant industry terms are
clarified. The chapter then assesses the operational challenges faced by hotel companies due
to the special characteristics of the hotel industry and explofcs the implications on marketing
management including branding. The chapter focuses then on hotel industry branding by
asseSsing the meanings, prevalence of and reasons for hotel industry branding. The chapter

concludes with a summary of relevant points and discusses their implication for this research.

Size and structure of the UK hotel industry

" The UK hotel industry is a large and economically important industry (People 1%, 2005).

Similar to the hotcl industry worldwide, the UK hotel ihdustry can be characterised by its
diversity. This crecates difficulties in gaining agreement on its actual size (Litteljohn, 2003).
Within the context of the UK hotel industry, estimating its size is complicated by a lack of

official statistics (Mintcl International Group, 2003). In the UK, hotels are not obliged to

 register with rcgional tourist boards. As a result, a variety of estimates have been produced

by different organisations as to the size of the hotel industry (Clifton and Shah, 1999).
However, there is no single figure that is commonly-accepted as accurate for the total number
of hotels in the UK (Clifton and Shah, 1999). This seems bizarre given the importance of the

hotel industry to the UK’s tourism industry and the wider UK economy. However, Visit
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Britain (the national tourist board for Great Britain) estimated that there were 11,047 hotels
registered with the regional tourist boards in 2003, which reflected a slight increase on the
2002 figure of 10,441 (Mintel International Group, 2005). The breakdown of these figures,
by country, is provided in Table 3. Given that these figures include only those hotels
registered voluntarily with the regional tourist boards, it is likely that the actual figure is
somewhat higher than the published figures. For example, People 1* consider the true figure

to have been in the region of 30,000 in 2003 (People 1%, 2005).

Table 3: Hotels Registered with UK Regional Tourist Boards, 2002 and 2003

2002 2003
Country No. of Hotels No. of No. of Hotels No. of
Bedrooms Bedrooms
England 8,364 636,789 8,973 667,359
Scotland 1,228 71,572 1,228 71,572
‘Wales ' 717 28,304 717 28,304
'Northem Ireland 132 | 12’965 129 13,262
TOTAL 10,44i 749,630 11,047 780,497

Source: Visit Britain (taken from Mintel International Group, 2005)

The UK hotel industry is fragmented, as it is dominated by owner-operated small and medium
sized enterprises (Palmer et al., 2000). This dominance has led to the classification of hotels

into independently owned and chain affiliated hotels (Palmer ef al., 2000).

In addition to segmenting the hotel industry by type of operator, it can be classified in terms
of quality’ of service offered to consumers. The level of service offered by hotels is generally

- reflected by their pricing structure and classification (Knowles, 1996). Traditionally, hotels in
the UK have been classified by star ratings, using a ‘one’ through to ‘five’ star rating to
reflect the facilities and services being offered. The ratings can be summarised as follows
(Mintel International Group, 2004): One-star hotels have practical accommodation with a

limited range of facilities and services. However, they should have a high standard of

27




cleanliness throughout. They should have a restaurant or eating area. Some three-quarters of
bedrooms should have an en-suite bathroom. In addition to the facilities and services provided
at one-star hotels, two-star hotels have better equipped bedrooms, all with an en-suite or
private bathroom and a colour television. Over and above what is offered at two-star hotels,
three-star hotels offer a higher standard of service and facilities, including larger public areas
and bedrooms, a receptionist, room service, and laundry facilities. Four-star hotels offer
superior comfort and quality. All bedrooms have an en-suite bathroom with a fitted overhead
shower and toilet. There will be spacious and well-appointed public areas (e.g., a lobby).
There is more emphasis on food and drink facilities. For example, room service of all meals
and 24-hour drinks, refreshments and snacks will be available. Other services are offered,
including a dry cleaning service. The focus should be on excellent service. Finally, five-star
hotels offer a spacious, luxurious establishment with the highest international quality of
accommodation, facilities, services and cuisine. In the UK, hotel grading is voluntary, and is
not supported by any specific legislation beyond statutory regulations such as safety,
disability discrimination, data protection, and licensing which apply to all accommodation
establishments (Mintel International Group, 2004). Questions have been asked by some
operators within the UK hotel industry as to the effectiveness of the hotel grading system. It
has been argued by some hotel companies that brands provide consumers with a clearer
indication of expected facilities and service levels as a number of branded hotel chains, such
as Hilton and Marriott, have historically chosen not to participate in the grading process,
because they feel that the strength of their brand is a more effective statement of quality to

consumers than the traditional star rating system (Mintel International Group, 2004).

Hotels can also be categorised as either budget, mid market, upscale or deluxe depending on
the level of service being offered (Mintel International Group, 2003; Bowie and Buttle, 2004).
Table 4 shows a reconciliation of these generic service-level descriptions against the standard

star rating system used in the UK.
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Table 4: Reconciliation between Hotel Star Ratings and Market Level

Star Grading - Market Level
One-star Budget (sometimes called ‘economy’)
Two-star
Three-star Mid market
Four-star Upscale
Five-star Deluxe (sometimes called ‘luxury’)

Source: Mintel International Group (2003); Bowie and Buttle (2004)

Now that the hotel industry terminology has been clarified and the size and structure of the
UK hotel industry examined, the thesis now focuses on the core subject of the study, namely
branding. As already mentionied,b branding is used in different ways within the hotel industry.
It is now important to investigate the prevalence of and reasons put forward for branding

within the industry. In order to place branding into context, it is necessary to understand the

“hotel industry operating environment and the challenges this creates for hotel companies.

Prior to this, it is necessary to clarify key hotel industry terminology that is relevant to this

study.

Industry terminology

The clarification of key hotel industry terms used in this research study is important at the
outset, as some basic industry terms have multiple meanings. The terms below are those
terms that suffer from a lack of clarity within the hotel and hospitality management
literatures. The ambiguity that surrounds these terms is corroborated by the researcher’s own
experience of working within the UK and international hotel industry. Clarification of these
is necessary to provide an understanding of basic operational terminology that is likely to be

used by participants in the empirical research stages of this study.
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Hotel

The hotel industry is one of the largest, most dynamic industries in the world (Travel &
Tourism Intelligence, 2001). However, there is no definitive, internationally-agreed definition
of what constitutes ‘a hotel’ (Johnson, 1999; Travel & Tourism Intelligence, 2001). As
summarised by Go and Pine (1995: 25) ‘the definitions of a hotel as used by industry
practitioners and laymen alike is [sic] impreéise . At its simplest, a hotel can be defined as a
place which provides guests a place to sleep, eat, drink and relax (Boella and Pennett, 1999).
Hotels have also been defined as paid accommodation open to the public (People 1%, 2005),
which is the definition used by the UK’s Standard Industrial Classification system.> Due to
the range of different types of hotel worldwide, discussed later in this section, various
definitions have been produced in an attempt to reflect the diversity of hotel types worldwide.
For example, the World Tourism Organisation, in its role as an international agency for

tourism, developed the following definition:

A hotel is typified as being arranged in rooms, in number exceeding a specified
minimum; as coming under a common management; as providing certain services,
including room service, daily bed-making and cleaning of sanitary facilities; as
grouped in classes and categories according to facilities and services provided; and
as not falling into the category of specialised establishments (Travel & Tourism

Intelligence, 2001: 5).

Although a broad definition, thec World Tourism Organisation definition can be criticised due
to its main focus on services provided by hotels. For cxample, this definition would exclude
UK budget hotels, as budget hotels do not typically offer guests services such as room

service. Given this, it is clear that even a basic discussion of the meanings of the term hotel |
highlights inconsistencies. These inconsistencies may exist due to the diversity of hotel types,
and the challenges these pose when trying to create an-all-cncompassing operational

definition.
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Many types of hotel have been developed around the world and can be classified in a number
of ways (Medlik and Ingram, 2000). Hotels vary as follows: by location such as ‘city centre
hotels’ and ‘countryside hotels’; their relationship with particular modes of transport such as
roadside hotels, railway hotels, and airport hotels; the purpose of visit including hotels that
target primarily business guests, holidaymakers, or conference delegates; the range of
facilities and services offered, including hotels that offer a limited range of facilities and
services such as budget hotels and apartment hotels to ‘full service hotels’ that offer a wide
range of facilities and services including, for example, restaurants, bars, room service,
conference and meeting rooms, and leisure facilities; the quality standard, which normally
involves at least four or five classes or grades to distinguish the standards of hotels, from
basic standards up to luxury; and by reference to ownership and management, including
individually-owned hotels, which may be managed by the proprietor or by a salaried general
manager (on behalf of the hotel owner), and, of particular relevance to this research, hotels
that are affiliated with a branded hotel chain or marketing consortium (Medlik and Ingram,

2000).

This summary illustrates the diverse environment within which hotels compete. Many hotels
are owned or operated as part of a larger company. However, there are many different hotel
companies operating in the hotel industry. This requires an examination of what is meant by

the term ‘hotel company’.
Hotel Companies

One of the characteristics of the hotel industry is that the ownership of the hotel property
freehbld and the operatioh of that hotel are often separate (Schlup, 2004). Based on the
researcher’s experience, within the hotel industry this has been termed ‘the split between
bricks and brains’. Indeed, only a small fraction of hotels that bear the name of a recognised

national or international brand are actually owned and operated by their respective operator

3 In the UK, the Standard Industrial Classification code for ‘hotels’ was 55.1 in 2005 (People 1%, 2005).
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(Schlup, 2004). Many hotel companies have expanded the number of their hotels nationally
and internationally without actually owning the hotels they operate. According to Mintel
International Group (2003), this is because many hotel companies no longer seek to own
property, preferring development structures that require less financial commitment which
reduces risk. The use of leases, management contracts, and franchises also allows for a more
rapid rate of expansion. In light of this, growth has to be the cornerstone of any branded

chain's strategy (Mintel International Group, 2003).

According to Mintel International Group (2003), there are five types of hotel company.
These are owncr-opcrating companies, management companies, franchise companies, hotel
property companics and consortia. With branding being relevant in each case (to a lesser or

greater extent), a bricf description of each is necessary.

In the casc of owncr-opcrator companies, the company that owns the hotel property also
operates it. In some cascs, the hotel operator may lease the hotel property from a property
owner, in which casc the opérator isa tenanf anvd pays a rent to the landlord. In these cases,
the hotels arc not affiliated with a hotel brand through management contracts or franchise
agreements, although thcy may belong to a marketing consortium as discussed later in this

section.

The second type of company is the management company. Management companies either
manage the property on behalf of the property owner, in return for a fee, under their brand
name (e.g., Marriott, Hilton, Hyatt, or Four Seasons), or with no brand name (e.g., the US
company Interstate). The first of these types of management companics are called “first tier
hotel management companies’, whereas those that manage without a brand name are called
‘second tier hotcl management companies’. Many management companies have used
management agreements to expand their hotel portfolios. The management company provides
the brand name, operational management, sales and marketing support, access to national or

international reservation systems, and access to the brand’s guest loyalty programme (Strauss
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and Scoviak, 2005). It has been found that management contracts have become increasingly
popular in the UK since the late-1990s (Strauss and Scoviak, 2005). Given this type of
arrangement, the operator will often be paid a management fee based on a percentage of the
hotel’s total annual revenue* (the base fee), and a percentage of Gross Operating Profit® as a

means of ‘incentivising’ the management company to maximise the performance of the hotel.

The third type of company is the franchise company. A franchise agreement is where a
property owner (typically referred to as the ‘franchisee’) enters into a contract with the hotel
company (‘the franchisor’) to gain access to the franchisor’s brand name and associated
support services, such as marketing, frequent guest programmes, central reservation systems,
global distribution systems, and training, in return for the payment of certain fees (Cunill,
2006). Franchisees either operate the hotel themselves or enter into a contract with a
management company to operate it on their behalf. A difference between franchising and
managerﬁent contracting is that in the case of franchising, the franchisor is responsible for the
operation of the hotel. In the case of management contracts, the owner of the hotel employs a
company to manage the hotei on its behalf Hotel companies that focus entirely on |
franchising mclude Cendant Corporatlon and Ch01ce Hotels International (Strauss and
Scoviak, 2005). Similar to management contracts, franchising has been used by hotel
companies as a means of expanding their hotel brand coverage without a need for significant
capital éxpenditure, as the cost of hotel development and operating costs are borne by the
franchisee (Cunill, 2006). Most franchise companies have clearly defined physical product
and service level requirements which prospective franchisees need to meet before being
accepted into the hotel company’s franchise system. Franchise agreements involve an annual
payment of a royalty fee, a contribution to marketing costs in respect of the franchisor’s chain

advertising programmes, and fees for hotel bookings made through the franchisor’s central

* This represents the total revenues generated by a hotel, including income from the letting of bedrooms
and suites, food and beverage income (e.g., from restaurants, bars and room service), meeting room
income, and other income (TRI Hospitality Consulting, 2004).

* The Gross Operating Profit, or Income before Fixed Charges, represents the total operating profit
before insurance, rates, rent or other fixed costs (TRI Hospitality Consulting, 2004).
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reservation system. There may also be a charge for a contribution to the cost of the
franchisee’s guest loyalty programme, if applicable. The royalty fee acts as compensation for

the use of the franchisor’s brand name and logo.

The fourth type of company is the hotel property or investment company. These exist to
develop hotels from scratch or purchase hotels which are then often managed for them by
management companies. These companies focus on the acquisition of real estate and the

ability to enhance the value of their property assets over time (Go and Pine, 1995).

The final type of company is the marketing consortium. Marketing consortia operate by
grouping together independently-owned and operated hotels, and then marketing them as a
single brand (Mintel International Group, 2003). They enable independent operators to retain
their operational freedom, whilst having access (in return for fees) to a national or global
brand name, central reservation systems, global distribution systems, participation in national
and international marketing communication campaigns, and discounted prices when
purchasing supplies due to the consortium’s group purchasing power (Bowie and Buttle,
2004). Consortia differ from franchises in that members of a consortium are not required to
adhere to standardised operating procedures and no architectural design uniformity is
necessary, both of which are characteristics of franchising (Yu, 1999). An example of a
consortium is Best Western. Best Western is a not-for-profit association which is owned by
its members. It generates incomes through membership. Membership benefits include access
to domestic and international reservation systems, worldwide brand marketing, a loyalty
scheme, central purchasing for goods and supplies, and assistance with training (Mintel

International Group, 2003).

There is-a specific type of company not included in the Mintel International Group’s (2003)
taxonomy above that is relevant to this research, namely the hotel chain. A hotel chain can be
defined as ‘a group of hotels that follow standard operating procedures such as marketing,

reservations, quality of service, food and beverage operations, housekeeping, and
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accounting’ (Bardi, 2003: 411). The American Hotel and Motel Association states that the
group of hotels should comprise three or more hotels (Ingram, 1996). In some instances,
hotel chains that market their hotels under a single brand name are termed ‘branded hotel
chains’. For example, Four Seasons and Hyatt can both be described as management

companies and branded hotel chains.

As mentioned in Chapter 1, the researcher has a background of working within the hotel
industry, both within the UK and internationally, in his capacity as a management consultant.
This has given him an opportunity to work with each type of hotel company examined above.
It has also enabled him to develop a general awareness of the wide range of different
objectives and priorities present across these companies, as well as the variety of ways hotel
companies have used branding strategies to meet their objectives; a feature of the industry

assessed later in this chapter.

Hotel industry operational challenges

The hotel industry has a variety of product and demand characteristics that createc marketing
management challenges for hotel companies. With industrial context being an important
consideration of brand equity studies (Aaker, 1996), it is necessary to investigate these
characteristics for relevance to this study. For example, there may be limits of the
comparability of the findings of this study to others set within different industry sectors (such

as retail).

The product represents what the company is offering for sale (Kotler, 2000). In the case of
the hotel industry, the product often represents a complex mix of physical facilities and
service elements (Bowie and Buttle, 2004). Kotler (2000) argued that there is a distinction
between the core product, the tangible product and the extended product. Drawing on
examples from the hotel industry, Bowie and Buttle (2004) illustrated Kotler’s classification.
According to this, the ‘core product’ delivers the functional benefits sought by consumers.

For example, a hotel offers a place to sleep. However, as noted by Bowie and Buttle (2004),
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it is the consumer that defines the core product. For example, if a consumer chooses to stay
in a hotel for a convenient location, the convenience of the location would be a core product
feature in this instance. The ‘tangible product’ comprises the physical elements that are
necessary for the core product benefits to be delivered, such as the size of the hotel and the
range of physical amenities offered (e.g., restaurants, bars, and health clubs), external and
internal design, and the style and quality of the hotel’s décor. Finally, the ‘extended product’
includes the intangible elements of the product that provides consumers with additional
benefits.and further differentiates the product against competitors. This can include the
people element of the offer, after sales service, atmospherics, corporate ethics, and overall
perceptions that consumers have of the brand (sometimes called ‘brand image’ or ‘brand
associations’). As will be examined in Chapter 3, the concept of brand image/associations
has been linked with brand equity. According to Bowie and Buttle (2004), in service
industries it is the extended product that delivers what is distinctively different about the
customer experience; this is the area where hotel companies with broadly similar physical

products compete.

.N'ot ohl}; can the hotel product be deScril;ed as complex, but many hotels are composite
organisations made up on different departments (Medlik and Ingram, 2000). To deliver the
product to consumers, hotels are often organised along functional lines, with departments
groupéd according to the particular work activity in which they are engaged (Nebel, 2002).
Medlik and Ingram (2000) classify the key hotel activities into two main categories, namely
the revenue-earning activities of rooms, food, beverage, guest telephones, guest laundry and
other guest services, and the support services of administration, marketing, property
_operations and maintenance, and energy.® The rooms function is described in terms of

reception, uniformed services (e.g., concierge, door staff, and porters), and housekeeping,

¢ The Uniform System of Accounts was first published in 1926 by the Hotel Association of New York.
Based on the researcher’s experience, the ‘Uniform System’ has become a recognised, standard format
for the preparation and presentation of financial data for hotels. It provides instructions for preparing
accounts which can be adapted by hoteliers to suit their requirements, depending upon the size and
structure of their operation.
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each of which typically operates as a separate department. The reception and uniformed
services are often grouped together as ‘front of house’. The food and beverage function is
described in terms of the food and beverage cycle (i.e., purchasing, receiving, storing and
issuing, preparing, and selling), and the provision of restaurants, bars, room service and
functions (e.g., banqueting and conferences), each of which generally has its own
management and staffing. The miscellaneous guest services, such as telephones and guest
laundry, tend to be operated under direct management of the hotel as minor operated
departments, although some services may be operated under rental and concession
arrangements with the hotel by another company. The non revenue-generating support
services are often distributed amongst departments such as accounting and finance, personnel,
purchasing, sales and marketing, and property operation, maintenance and energy (Medlik
and Ingram, 2000). It should be noted that the organisation structure varies according to size
and type of hotel. For example, a budget hotel which offers a limited range of facilities and
services would not exhibit the number and range of departments highlighted above. This

~ description illustrates the complexity of the hotel as a product, and the role played by staff in
service delivery. This has implications on marketing management, including branding. For
example, there is often a need to provide regular training to staff to ensure they provide guests
with the required levels of service and associated with this may be a requirement for internal
marketing to staff to promote particular company initiatives such as brand advertising

campaigns.

There are a variety of characteristics that distinguish services (such as hotels) from
manufactured consumer goods (McDonald and Payne, 2006). In the case of goods, the
product is the primary brand, whereas with services the company is often the primary brand
(Berry, 1999). Whilst there are examples where hotel companies own different brands (each
within their own organisational and marketing support), there are many examples within the
hotel industry where the company itself is the primary brand (i.e., the company and brand

names are the same) such as Hyatt, Four Seasons, Thistle and De Vere. In these cases, the
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brand appears to be a central organising principle of the organisation. In many services, staff
~ members are the most important organisational resource as they actually deliver the service,
and are the face of the brand to consumers (de Chernatony and McDonald, 2003). Berry
(1999) suggests that it is the actions of employees which transform brand vision to brand

reality, for better or worse. Blackett (2003: 23) agrees by stating the following:

The best services brands are built around a unique business idea or a compelling
vision. When employees are excited by the proposition they will help to sustain it and
communicate it to customers, suppliers and others through their enthusiasm and

commitment.

The characteristics of services (some of which were examined above) have led to suggestions
that services warrant different approac’hes to marketing management, including the role
played by branding. than those employed for goods (Blankson and Kalafatis, 1999; Mackay,
2001b). However, carc has to be taken not to regard all services as the same, as there are
many differences between different types of service. For example, services can be classified
in various ways depending on features such as the nature of the service act, the relationship
between the scrvice organisation and its customer, the amount of room there is for
customisation. the nature of supply and demand for the service, and how the service is
delivered (Lovclock, 1983). Given this, it is considered necessary for this study to focus on
the specific characteristics of hotels. Bowie and Buttle (2004) summarised the characteristics
that are relevant to the hotel industry as seasonality, intangibility, perishability, inseparability,
variability, interdependence, supply exceeding demand, and high fixed capital and operating
costs. This is a helpful classification as it blends some of the generally-accepted
characteristics of scrvices with important operational challenges, all of which have
implications on brand management. Table 5 provides a summary of each characteristic, along
with examples of implications in each case. Hotel companies respond to the challenges
created by these and other characteristics in various ways through the adoption of different

competitive strategies, one of which is the use of branding (Olsen et al. 1998).
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Table 5: Special Characteristics of the Hotel Industry and Operational Implications

Characteristic

Description

Implications

Seasonality

Seasonality represents the fluctuations
of demand over a given period. For
example, fluctuations in demand occur
during the day, days of the week, and
months of the year.

The seasonality of demand varies
according to the type of hotel guest.
For example, outside of holiday periods
such as Easter, summer and Christmas
and New Year, business demand in the
UK is typically strongest during week
days (i.e., Tuesday, Wednesday and
Thursday nights). Whereas leisure
demand tends to be greatest at
weekends.

Under- and over-utilisation of capacity
creates operational difficulties. For
example, a sudden increase in the
number of customers using a hotel
restaurant may lead to production
problems, unacceptable waiting times,
and dissatisfied customers. This may
impact on the quality of service
delivery.

A hotel’s profitability suffers during
periods of low demand, so a challenge
to hotel marketers is to increase
demand during these periods.

Intangibility

Services have been described as
intangible products in that they cannot
be experienced prior to purchase (i.e., a
hotel guest cannot stay overnight in a
hotel and test the bedrooms).

This often translates in a higher level of
perceived risk on behalf of the
customer, both in terms of the actual
choice of the hotel and the quality of
that hotel.

Customers need to be provided with
sufficient information to help them
choose an appropriate hotel to satisfy
their needs and wants.

There is a challenge for hotel marketers
to provide information in such a way
that will encourage customers to
choose their hotel without raising
customer expectations too high, and
then failing to deliver customer
expectations.

Perishability

Hotels have a fixed number of
bedrooms available to guests each day.
Unlike manufactured goods, which can
mostly be stored in warehouses and in
shops, services cannot be stored for

sale at a later date.

Hotel managers have to establish how
best to manage their capacity (typically
called ‘inventory’ in the hotel industry)
with a fluctuating demand pattern.

A hotel industry marketing principle is
to ensure that the price at peak times is
set to deliver maximum return to the
hotel, providing it is compatible with
customer satisfaction. In low periods
of demand, the aim is often to generate
additional sales through, for example,
discounted prices and promotional
packages (e.g., weekend deals).
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The management of demand versus
supply is called either ‘Yield
Management’ or ‘Revenue
Management’ in the hotel industry.

Inseparability

As a service, customers have to be
present to consume the hotel product.
The simultaneous nature of production
and consumption of the service means
that hotel employees and customers are
important parts of the overall product.

A number of ways have emerged to try
to address the issues associated with
inseparability, including ensuring that
different types of customer staying in
the hotel are compatible, ensuring that
the operations system is suitable for the
projected demand, adopting appropriate
booking systems, and effective staff
training.

Variability

Hotels may suffer from considerable
fluctuations in the standards of delivery
of the service. Services comprise a
high element of interaction between
customers and staff. As human
interactions cannot be completely
standardised, it is not possible for
hotels to deliver a totally non-variable
experience.

Many hotel companies have responded
to the problem of variability by trying
to standardise their operational
processes and training their staff to
perform according to the company’s
standard operating procedures (often
articulated in a manual), the use of
which are common in hotel chains.

Interdependence

Business and leisure tourists make a
variety of purchase decisions during
one trip, and their overall satisfaction is
based on a complex set of evaluations
of different elements such as the travel
arrangements, the accommodation,
visitor attractions, and the facilities
within the destination. This means that
demand for the hotel is interdependent
on other elements, most notably the
overall choice of the destination.

The response to interdependency is that
individual businesses have to cooperate
in the promotion of their destination.

Supply exceeds
demand

The hotel industry is commonly
described as a fragmented industry with
low barriers to entry. It is relatively
easy to buy or build a hotel. Indeed,
many of the major international hotel
brands such as Hilton and Marriott
started as small companies developed
by visionary entrepreneurs.

The past ten years have seen a dynamic
building period, with massive
investment in new resorts and hotels,
culminating in excess capacity in many
parts of the world. Despite a growth in
the number of tourists, hotel capacity
has not always been matched by
sufficient demand.

When supply exceeds demand, the.
competitive environment becomes
more intense, and price competition
becomes prevalent. This can affect all
the competing companies’ profitability.
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High fixed costs

Hotels have high fixed overhead costs
(such as utilities, insurance, rent and
rates) and also employ large numbers
of staff, many of whom are full-time
employees. The upshot of this is that
hotels typically have a relatively large
fixed cost base which does not change
regardless of the number of guests
staying in the hotel or other visitors
using the hotel facilities.

During periods of low demand, high
fixed costs erode profitability.
Companies need to generate sales to
help make a contribution to the fixed
costs. In order to increase short-term
sales, hotel companies sometimes use
sales promotions. For example this can
be done through price discounts, or
other offers such as two nights for the
price of one, or weekend ‘packages’
with a single price including the room

rate, breakfast and dinner.

Source: Adaptation of Bowie and Buttle (2004 22-5)

The special characteristics (highlighted in Table 5) suggest that a tailored approach to hotel
industry marketing and brand management is necessary. Due to challenges such as these, it
has been argued that service companies need to use a broader range of marketing tools and
techniques (to implement their corporate, marketing and brand strategies) than is possible
with the traditional ‘marketing mix’. The traditional marketing mix is comprised of the ‘4Ps’
of product, price, promotion and place (McDonald and Payne, 2006). As discussed
previously in this section, the ‘product’ element refers to the tangible and intangible elements
that are béing offered to the brand’s target markets. ‘Price’ represents the amounts charged
for the product and services provided. The hotel industry has adopted the principles of yield
management to try to address some of the challenges posed by the perishability of a hotel’s
inventory of bedrooms. This means that different prices are often charged for the same hotel
bedroom depending on what time of the week, month or year the bedroom is booked.
‘Promotion’ includes all the marketing communication techniques available to reach selected
markets, and stimulate awareness, interest and positive associations of a brand. These include
advertising, sales promotion, public relations, and personal selling (Stewart and Kamins,
2002). Finally, ‘place’ refers to the channels that the product is distributed to consumers.
This includes the hotel company selling directly to consumers (e.g., promotional offers being
sent directly to selected consumers via post or email), as well as the use of a hotel company’s

own website, other companies’ websites, and travel agents. It has been argued that the
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traditional marketing mix is insufficiently broad for many services, including hotels. This has
led to an expanded marketing mix which supplements the traditional ‘4Ps’ with people (given
they are an essential element in the production and delivery of the service), and processes
(which are the procedures, routines and policies in place to create and deliver the service)
(McDonald and Payne, 2006). For example, with regards to people, hotel companies that
differentiate themselves based on service features would need to focus some marketing
activity internally within their organisation on staff induction, training and communication

activity.
The concept of the hotel brand

The chapter now focuses on branding within the hotel industry. The starting point of this is to
define the term in the context of this thesis. Unfortunately, the topic of hotel industry
branding shares some of the problems associated with other basic terms within the hotel
industry’s lexicon, as discussed previously in this chapter. In Chapter 3, a detailed
examination of the generic brand concept will be provided prior to focusing on brand equity.
However, for the ﬁﬁrposes of this industry contéxt chapter, it is necessary to consider the
co.ncevpt"of the hotel brand as the rémainder of vthis chapter focuses on the development and
growth of hotel industry branding both internationally and within the UK, the reasons cited
within the literature for the growth of branding within the hotel industry, and hotel industry
brandiﬂg strategies. A discussion of the definitions of the hotel br.and is therefore required

now to put this into perspective.

The hotel industry has used a wide variety of terms and dimensions to characterise the brand,
but no consensus has been achieved as to what the term really means (Olsen et al. 2005).
This is surprising, as branding appears to be high on the agenda of many hotel company
executives (as discussed later in this chapter). Given the importance of branding within the
hotel industry, it is perplexing as to why there are so few literature definitions of what
constitutes a ‘hotel brand’ (Olsen ef al. 2005). Whilst there is a growing body of literature

concerned with defining the general brand concept, as will be assessed in Chapter 3 of this
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thesis (e.g., de Chernatony and Riley, 1998; Wood, 2000), limited attention has been paid to
defining brands within the specific context of the hotel industry. It is likely that when asked
to define what is meant by the term ‘hotel brand’, no two executives would give the same
definition (Olsen ef al. 2005). This possibly reflects the complexity of the hotel industry and
the range of different applications of branding within it. One of the few industry-specific

definitions is offered by Olsen e? al. (1998) as follows:

Attempts by hotel companies to create and deliver new products to the customer.
Often thought of as levels of service such as budget, economy, luxury, and business
class hotels. Each product is associated with specific products and services to
differentiate it from the competition. Brands are available in several of these

segments as well (Olsen et al. 1998: 159).

The above definition was developed by Olsen et al. for th‘e International Hotel and Restaurant
Association and, as such, can be regarded as authoritative. It has also been cited subsequently
by other scholars (e.g., Medlik and Ingram, 2000). Although the definition has some status
within the hotel industry, perhaps surprisingly it does not include a reference to a hotel brand
being a name or logo, which, as will be discussed in Chapter 3, is a common thread in many
generic definitions of the brand concept. For example, Feldwick (2002: 5) during his
examination of interpretations of the brand concept said that ‘at its simplest, a brand is a
recognisable and trustworthy badge of origin’. However, the Olsen et al. (1998) definition is
useful in that it incorporates the hotel industry characteristics of product segmentation, service

delivery, and product differentiation.

Product segmentation was introduced to the hotel industry by Quality International. This
company was the first to develop and market different brands each with a different product
and service offer targeting different markets. These brands were ‘Sleep’, ‘Comfort’,
‘Quality’, and ‘Clarion’ (Go and Pine, 1995). As will be investigated later in this chapter,

since then ‘the hotel industry has followed Quality International’s lead and committed itself
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to supplying an ever-widening spectrum of varied new product lines’ (Go and Pine, 1995:

102).

The second feature of the Olsen ez al. (1998) definition is service delivery based on different
levels of service. In the hotel industry, consistency of product is reflected by the specification
of the bedrooms, external appearance, and design of the property, and the range of services
offered to guests (Knowles, l996).ZWhi1st some hotel companies focus on developing the
individuality of product and service in their hotels, others seek brand consistency through
standardisatioanhis could be standardisation of the physical product (e.g., similar sized
hotels with the same architectural style in similar types of location), the standardisation of the
service delivery, or bo;h.'a(nowles (1996) suggests that the knowledge in the mind of the
consumer that he or she will get a standard product from a particular brand, regardless of the
region or country, has become an important element of hotel industry marketing. Standard
Operating Proccdures have been used by branded'hote chains as a means of trying to create
some consistency of service delivery (Jones and Lockwood, 1989). These relate to
operational activitics which are often delegated to operating personnel that require some
standard to be achicved for quality or security purposes (Jones émd Lockwood, 1989).
Standard Opcrating Procedures usually take the form of a manual that includes a statement of
policy, follewed by paragraphs indicating directives, procedures, explanation of forms,
records to be kept, positional responsibilities, and coordinating relationships (Jones and
Lockwood, 1989). They can apply to all hotel departments.'LSome hotel companics regard
Standard Opcrating Procedures as important to the success of their brands. For example, each
Marriott brand has 'ils own set of st\ayafd operating procedures that seeks to promote
consistency across its brands (Marriott and Brown, 1997).]Gi1m0re (2003) suggests that

consistency of scrvice is related to the values of the brand, as follows:

The values or meaning of a hotel brand are conveyed in the way the company does
business and so the communication of values is vital throughout the organization. An

advertising campaign or promotional activity alone cannot communicate company
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image. It also depends on everyone in the company, from the top down and
especially the front-line service staff. Therefore staff training should be built around
the delivery of service consistent with the overall image the company seeks to exude

(Gilmore, 2003: 75).

The final aspect of the Olsen e al. (1998) definition is differentiation from competition. A
basic function of brands, in all industry sectors, of differentiating the goods or services of one
producer from those of another has remained unaltered for many years (Murphy, 1998).
Gilmore (2003) focuses on differentiation in her definition of a successful hotel brand, as

follows:

)’/' A hotel brand name is often used in the hospitality industry and the brand name sends
a lot of messages to the market and public. A successful brand name can be very
useful for a competitive hotel or hotels as this will help it differentiate itself from

many local or national competitors (Gilmore, 2003: 75)73

What is strange about the above is that there are so few bespoke definitions of hotel brand.
What is evident, however, is that branding has been part of hotel companies’ corporate

strategies for some time. The reason. why the term remains difficult to pin down may be due .
partly to the complexity of the construct (Olsen et al. 2005). Even ‘though the ‘hotel brand’
may be a complex construct, there is a need for some clarity for the purposes of this research
study. This is because before being able to focus on the primary topic of the study (i.e., brand
equity) there is a requirement to have greater precision over what is meant by the core brand
concept from which brand equity is supposed to derive. For example, gaining clarity over the
core brand concept could be important during the empirical stages of the research, as
practitioner interpretations of the brand equity concept may develop from their understanding
of the core brand concept, which based on this review of hotel brand definitions may vary

amongst participants due to the lack of a commonly-agreed definition for them to draw upon.
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Branded hotel chains have considerable difficulty in delivering a uniform, consistent standard
of product or service because of inconsistent service personnel and erratic customer
behaviour, and hotel refurbishment schedules that may mean the product various between the
most recently decorated and one which is in need of refurbishment (Bowie and Buttle, 2004).
In response to this, hotel chains have adopted different approaches depending upon the type
of product, agé, design, and style of hotel properties in their portfolios (Bowie and Buttle,
2004). In light of the diversity of the hotel industry and different branding strategies, it is

- difficult to classify branding applications. However, an attempt was made by Connell (1992)
who created a classification based on ‘harder’ and ‘softer’ hotel brands. This is a useful
typology in that it tries to illustrate the diversity of applications of hotel industry branding.
According to Connell (1992), a hotel that is seeking to establish a standardised approach in
terms of its product, service and pricing, in broadly similar locations, has been described as a
‘harder brand’. Based on the researcher’s experience, examples of contemporary harder
brands in the UK would include budget hotel brands such as Premier Travel Inn, Travelodge
and Express be Holiday. Conversely, a collection of individuaily built hotels under the same
brand name but with limited emphasis on standardisation has been described a ‘softer brand’
(Connell, 1992). An example of a softer brand operating in the UK would be Best Western.
In Table 6, some of the implications for marketing activity presented by harder and softer

brands are illustrated.
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Table 6: Features of ‘Harder’ and ‘Softer’ Hotel Brands

Factor / Strategy ‘Harder’ ‘Softer’
Use of same brand name across hotels Yes Yes
Level of physical product consistency Higher Lower
Level of service range consistency Higher Lower
Consistency in pricing Higher Lower
Level of national coverage ‘ Higher Lower
Consistency in type of hotel locations Higher Lower
Emphasis on national advertising and promotion Higher Lower
Reliance upon growth through acquisition Higher Lower
Emphasis on product planning and development Higher Lower
Markets targeted National / specific Local / range of

segments segments

Source: Connell (1992)

Development of hotel industry branding

Branding has become a prevalent competitive strategy within the global hotel industry (Kotler
et al., 2003). By way of background to contemporary meanings and uses, it is considered
necessary to step back in time and trace the historical development of branding within the
hotel industry, both from its roots in the United States during the early part of the twentieth

century and its emergence in the UK.

Some contemporary hotel brands originated from those people that founded US hotel

companies during the first half of the twentieth century, including Conrad Hilton, and J. W.
Mﬂr_i_gtt and J. W. Mar_ﬁcﬁ_&, who founded their eponymous companies (Bardi, 2003). For
example, Conrad Hilton bought his first hotel, the Mobley Hotel in Texas, in 1919. He then
acquired more hotels over the following decades (Lee, 1985). There were others, including
Emest Henderson and Robert Moore, who founded the Sheraton hotel chain in 1937, and
Ellsworth M. Statler who founded the Statler chain (Bardi, 2003). The Statler chain was
eventually sold to Conrad Hilton in 1954 (Bardi, 2003). With the purchase of the Statler

chain, and with his existing hotels, Conrad Hilton established ‘the first major chain of modern

American hotels ... a group of hotels all of which followed standard operating procedures
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such as marketing, reservations, quality of service, food and beverage operations,
housekeeping and accounting’ (Bardi, 2003: 2-3). By way of comparison, although standard
operating procedures were in place, the Hilton chain comprised ‘a hodgepodge of styles and

quality levels’ (Lee, 1985: 25).

It was Kemmons_Wilson who started franchising Holiday Inns in the US during the 1950s and
developed the concept of hotel branding based on offering a consistent product (Knowles,
1996; Vellas and Bécherel, 1999). This happened at a time in the US when the practice of
franchising, across many differcnt industries, expanded significantly (Dicke, 1992). Go and
Pine (1995) observed that in the US during the 1950s, roadside lodges were of an
unpredictable quality and price. Based on these inconsistencies, Kemmons Wilson developed
the concept of the Holiday Inn hotel. Designed to appeal to families travelling by car, the first
Holiday Inn in Memphis had 120 bedrooms and offered guests large bedrooms (e.g., with two
double beds, free television, a telephone, free ice and private bathroom), air-conditioning, a
restaurant, a swimming pool and free car parking. Children under the age of 12 were allowed
to stay with their parents for free. The success of the concept was such that the company
expahdéd rapidly and Kemmons Wilséﬁ created fhe ﬁoliday Inn franchise system in 1955

(Go and Pine, 1995). Although other hotel companies were trading on the back of their
names at the time the first Holiday Inn opened (e.g., the first Hilton hotel opened in Dallas,
US, in 1925),” Kemmons Wilson was the originator of the idea of trying to create a consistent
physical product and service delivery through applying strict operating standards to hotel
franchise contracts (Lee, 1985) and ‘standardised’ guest facilities and services across its

hotels (Wagner, 2002).

In Table 7, the year in which the first hotel of each of the world’s leading hotel brands in

2003 is shown. The table also illustrates the location of that first hotel. This table indicates

" For baym historical review of the origin and ‘grc’ﬁ/vth of hotel brand names in the US, readers are poihted
in the direction of Lee (1985) and Bardi (2003).
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the importance of the USA as being the birth-place of many hotel brands, with seventeen out

of the twenty hotels originating in that country.

Table 7: The Age and Country of Origin of Leading Hotel Brands

Branded Brand ' Year of First Hotel Country Brand ‘Born’
Hilton (USA) . : 1925 USA
Sheraton : ‘ 1930s USA
Quality Inns , ‘ 1939 USA
Best Western ' . 1946 USA
Inter-Continental Hotels 1946 South America
Hilton (International) ‘ 1949 USA
Holiday Inn . 1952 USA
Ramada Franchise System . 1954 USA
Hyatt Hotels - 1957 USA
Marriott Hotels ) 1957 USA
Radisson ) 1962 USA
Novotel . 1967 France
Days Inn : 1970 USA
Ibis , 1974 France
Super 8 Motels . - 1974 USA
Mercure ‘ 1975 France
Comfort Inns ‘ 1981 USA
Courtyard by Marriott ' 1983 USA
Express by Holiday Inn 4 1991 USA

Source: Travel & Tourism Intelligence, 2001; Jiang et al. 2002 (for information on Express by
Holiday Inn); Wind et al. 1989 (for information on Courtyard by Marriott)

Hotel companies began developing their brands internationally during the second half of the
twentieth century, a process referred to as ‘internationalisation’ (Go and Pine, 1995). For
example, Inter-Continental Hotels Corporation was founded in 1946 by Pan American World
Airlines. Initially, the company established hotels along the ‘Pam Am’ routes in South
America and the Caribbean (Go and Pine, 1995). It then moved into other markets, including
Africa, the Middle East and Europe during the following decades (Go and Pine, 1995).

Hilton International, which was formed in 1949 as a subsidiary of Hilton Corporation, also
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developed an international presence during the 1940s and 1950s (Go and Pine, 1995). A
number of reasons have been put forward for the focus on international expansion. For
example, the reduction of development opportunities in hotel companies’ home countries
which pushed companies to look overseas for growth, the emergence of new business centres
throughout the world which created new hotel demand, Government incentives which
encouraged hotel companies to develop in certain countries (e.g., availability of cheap or free
land, and tax incentives), and the emerging multinational infrastructure which has generated a
need for increascd international corporate travel (Go and Pine, 1995). When discussing the
corporate expansion of Marriott International, Gupta and Govindarajan (1999) suggested that
a worldwide presence for a hotel company can create significant value because a company
can use a centraliscd reservation system, develop and diffuse globally consistent service
concepts, and lcverage a well-known brand name which assures customers of the quality and

service. The hotel companies with hotels in most countries in 2005 are shown in Table 8.

Table 8: The International Coverage of Hotel Companies, 2005

Company Number of Countries
InterContincntal Hotels Group 100
Accor 90
Starwood Hotcls & Resorts Worldwide 82
Best Western International 80
Hilton Group plc 78
Carlson Hospitality Worldwide 7b
Marriott Intcrnational 66
Le Méridicn Hotcls & Resorts 56
Golden Tulip Hospitality / THL 47
Cendant Corporation 44
Global Hyatt Corporation 43
Choice Hotels Intcrnational 42
Rezidor SAS Hospitality 41
Club Méditerranée 40
TUI AG / TUI Hotels & Resorts 28

Source: Strauss and Scoviak (2005: 33)
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2.7

The prevalence of hotel branding

Even though branding is an important feature of the hotel industry, the hotel industry is
comprised of a large number of unbranded, independently-owned properties and a relatively
small, albeit growing, number of branded hotel chains (Go and Pine, 1995; Athiyaman and
Go, 2003). The industry has been described therefore as fragmented (Knowles, 1996).
However, according to Mintel International Group (2005), whilst the world’s hotel stock still
consists of mainly unaffiliated owner-managed properties, the gap is closing. They suggest
that this is because branded chains continue to expand, both fhrough conversions of existing

properties and new builds.

Various estimates have been produced with regards to the significance of branding within the
hotel industry. However, due to the different terminology present in the international hotel
industry, these can only be regarded as indicative of the prevalence of hotel industry
branding. A commonly-cited measure is the number of hotels that are affiliated with a hotel
brand as a percentage of the total hotel supply in a given geographic area (e.g., Slattery, 2003;
Mintel Inteﬁlational Group, 2005). This is sometimes réfened to as brand penetration.
However, all estimates of brand penetration should be treated with due care given the lack of
consensus over definitions of key terms, as discussed earlier in this chapter. As can be seen in
Table 9, the significance of branded hotels varies by region (Mintel International Group,
2005). North America has the greatest branded hotel penetration due to the fact that the hotel
stock is, for the most part, relatively new and often purpose-built for a specific chain brand
(Mintel International Group, 2005). By comparison, much of Europe’s hotel stock is old and
the units tend to be smaller, which makes conversion to the brand standards of many hotel

brands complex and expensive (Mintel International Group, 2005). It has been estimated that

‘brand penetration in Europe increased from 20 per cent in 2000 to 25 per cent in 2004 (Mintel

International Group, 2005).
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Table 9: Estimated Branded Hotel Bedrooms as Percentage of Total Hotel Supply by
Region, 2004

Region Branded Bedrooms as % of Total
North America 65%
East Asia 25%
Middle East 25%
South America 20%
Europe 25%

Source: Mintel International Group (2005)

The overall figure for Europe masks differences on a country by country basis, as shown in
Table 10. According to research undertaken by Mintel International Group (2005), France
has the highest brand penetration in 2004, followed by Ireland, Spain and the UK. In the case
of the UK, forecasts suggest that the penetration will increase further. For example, Slattery

(2003) suggests that it could increase to 55 per cent by 2011.

Table 10: Estimated Branded Hotel Bedrooms as Percentage of Total Hotel Supply in
Europe, 2004

Region Branded Bedrooms as % of Total
France 40%
Germany 24%
Ireland 30%
Italy 5%
Spain 35%
UK 35%

Source: Mintel International Group (2005)

As noted in the epigraph at the beginning of this chapter, according to Travel & Tourism
Intelligence (2001: 141) ‘the big hotel operators now almost universally accept that the right
brands can give competitive advantage’. Competitive advantage is the ability of an
organisation to out-perform its competitors, which can be measured in terms of superior

profitability, increase in market share, or similar performance measures such as average

52




achieved room rate®, bedroom occupancy® and revenue per available bedroom ' in the hotel
industry (Evans ef al. 2003). Knowles (1999: 209) agrees with the importance of hotel
industry branding, by stating ‘to be a major firm in today’s hotel industry, a good brand — or

collection of brands — is a necessity’.

In Table 11, the World’s “Top 20’ hotel brands in 2003 are shown; ranked by number of
bedrooms (MKG Consulting, 2003). The table also shows the hotel company that owns each
brand. This table illustrates that some hotel companies own more than one brand, such as

InterContinental Hotels, Choice and Marriott International.

¥ The ‘Average Achieved Room Rate’, or ‘Average Daily Rate’, is the average price a bedroom is sold
for in a hotel taking into account only bedrooms let. It is calculated by dividing the room revenue by
the number of rooms let (TRI Hospitality Consulting, 2004).

® The ‘Bedroom Occupancy’ is the percentage of available bedrooms that have been sold over any
given period. It is calculated by dividing the number of room nights sold (i.e., bedrooms sold per
night) during a period by the total number of bedrooms available over the same period (TRI Hospitality
Consulting, 2004).

10 ‘Revenue per Available Room’ (or ‘RevPAR’) is also known as ‘rooms yield’. It is calculated by
dividing the room revenue by the number of rooms available for sale (TRI Hospitality Consulting,
2004) and is a commonly used indicator of operating and financial performance in the hotel industry.
Based on the researcher’s experience, the term rooms yield is often used in the UK, whereas RevPAR
is adopted internationally, particularly in the US. For the purposes of this thesis, the terms are used
inter-changeably. This is because in some studies RevPAR has been used and others Rooms Yield.
For example, when evaluating such studies, the researcher has kept the same terms in their original
context. Co
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Table 11: Worldwide Ranking of Hotel Brands by Number of Hotels and Number of

Bedrooms, January 2003
Branded Brand Hotel Company No. of No. of
Hotels Bedrooms

1. Best Western Best Western 4,060 308,627
2. Holiday Inn InterContinental 1,567 293,346
3. Comfort Inns Choice 2,268 169,750
4, Marriott Hotels Marriott International 450 165,200
5. Days Inn Cendant 1,912 159,851
6. Sheraton Starwood 396 133,519
7.' Super 8 Motels Cendant 2,089 127,254
8. Hampton Inn Hilton Hotels Corp. 1,206 123,041
9. Ramada Franchise System Cendant 979 116,762
10. | Express by Holiday Inn InterContinental 1,352 109,205
11. | Radisson Carlson 440 104,734
12. | Motel 6 Accor 863 90,890
13. | Hilton Hotels Hilton Hotels Corp. 231 87,710
14. | Hyatt Hotels Hyatt Corp. / Int. 206 87,000
15. | Quality Inns Choice 820 86,662
16. Mercuré Accor 733 86,525
17. | Courtyard by Marriott Marriott International 587 73,671
18. | Hilton Hilton International 253 73,671
19. | Ibis Accor 622 65,791
20. | Novotel Accor 369 62,694

Source: MKG Consulting (2003)

Branding has been used by hotel companies as a way of seeking competitive advantage in a

variety of ways.

One way of exploring this is to use Porter’s (1985) classification of

competitive strategies. Porter’s classification is the oldest and best known explanation of how

companies can seek competitive advantage (Evans er al. 2003), so provides a useful

framework to assess the different strategic approaches of hotel companies with regards to

their brands. According to Porter (1985), competitive advantage arises from the selection of

the generic strategy that best fits the company’s competitive environment and then through

organising value adding activities to support the chosen strategy. He considered there to be
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three main options, as follows: (1) ‘differentiation’ whereby a consumer perception is created
that the product is superior to competitors so that a price premium can be charged; (2) ‘cost
leadership’ which reflects being the lowest cost producer of the product so that above-average
profits are earned even though the price charged is not above average; and (3) ‘focus’ by
utilising either differentiation or a cost leadership strategy in a narrow profile of market
segment, possibly a single segment. Using this classification, Cunill (2006) identified hotel
brands that had adopted each strategy, as shown in Table 12. This table illustrates that hotel
companies have adopted different strategies for different brands they own. ’E’or example,
Marriott International has adopted a differentiation strategy for its Ritz-Carlton brand\,]but a
cost leadership strategy for its Fairfield Inn chain of limited service hotels. In the hotel
industry, the brands that have adopted a differentiation strategy typically use service features
to differentiate themselves from competitors, whereas those in vthe cost leadership category
include budget hotel brands that offer a more basic product in terms of the type and range of
services offered (which is necessary for them to reduce operating costs). In terms of brands
that have more of a focus strategy, these include those that operate in the long-stay segment of
the hotel industry, such as Staybridge Suites, and those within the UK’s boutique segmenf,
including Malmaison and Hotel du Vin. With many boutique hotels adopting some of the
principles of branding (such as using a common brand name across all properties within a

chain), further discussion of this segment is provided in Section 2.8.
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Table 12: Hotel Branding Strategies

Differentiation Cost Leadership Focus
e Ritz-Carlton (Marriott Super 8 Motels (Cendant Staybridge Suites
International) Corporation) (InterContinental Hotels
e The Luxury Collection Days Inn (Cendant & Resorts)
(Starwood Hotels & Corporation) Malmaison Hotels
Resorts) Formule 1 (Accor) (Marylebone Warwick
Balfour)
e Four Seasons (Four E A
Seasons) tap (Accor) Hotel du Vin
i 1 ick
e Regent (Four Scasons) Ibis (Accor) 1(31\:12}? u;:)bone Warwic
e Grand Hyatt (Hyatt) Motel 6 (Accor)
e Shangri-La (Shangri-La) Red Roof Inns (Accor)
e Hilton (Hilton Hotels Iil eeI; I;ms (Cl?lcel
Corporation and Hilton otels International)
International) | Fairfield Inn (Marriott
InterContincntal International)

(InterContincntal Hotels
& Resorts)

Gran Mclia (Gran Mclia)

Source: Adaptation of Cunill (2006)

In order to investigate the strategic importance attached to branding by the major hotel

’companics‘ the Annual Reports of each of those hotel cofnpanies in Table 11 were reviewed

with regards to the brand-related statements made in their mission statements. To provide an

insight into the role of branding within some of the world’s largest hotel companies, Table 13

summariscs the mission statements from the hotel companies that own the world’s five largest

hotel brands: Best Western, InterContinental Hotels Group, Choice Hotels International

Hotels, Marriott Intcrnational, and Cendant Corporation.
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Table 13: Hotel Company Mission Statements, 2003 and 2004

Hotel Mission Statement
Company

Best Western The purpose of Best Western's organizations worldwide is to serve the
collective interests of members and guests. By focusing on satisfaction and
brand loyalty, we will ensure that Best Western is more valuable than any
other brand in our industry (Best Western, 2004: 2).

InterContinental | The overall strategy for hotels is clear. The Group will use the strength of

Hotels Group its brands, the breadth of its hotels’ distribution, the diversity of its business
models and the benefits of its scale to drive growth and returns for
shareholders (InterContinental Hotels Group, 2003: 2).

Choice Hotels | Deliver a franchise success system of strong brands, exceptional services,

International vast consumer reach, and size, scale and distribution that delivers guests and
reduces costs for our hotel owners (Choice Hotels International, 2003: 3).

Marriott For more than 76 years, Marriott has earned a reputation for delivering the

International best service with the best people. That’s an imperative that never changes,
and a strategy that has served us well in good times and bad. We are an
industry leader because we 're never satisfied, we 're always looking for ways
to improve, and we strive tirelessly for excellence. We proudly serve guests
in nearly 70 countries, with a lodging portfolio that includes more than
2,700 hotel, resort and timeshare properties, as well as corporate housing
apartments, across 18 distinctive brands (Marriott International, 2003: 2).

Cendant Our goal is to maintain the integrity of our brands and improve the

Corporation profitability of franchisees, while encouraging repeat stays and customer

loyalty (Cendant Corporation, 2003: 6).

Given that the mission statement reflects the principle purpose of an organisation (Anheier,

2005) and a guide to action for all members of the company (Olsen et al. 1998), their use in

this instance was regarded as a useful insight into how important branding is within these

companies. Based on the sentiments articulated in Table 13, it was evident that these

companies consider their brands as important. For example, the stated aim in Best Western’s

mission statement was to’ ensure that Best Western is more valuable than any other brand in

-
our industry’ (Best Western, 2004: 2). (In some cases, the mission statements include the

@of the company intended to guide employee behaviour (Olsen et al. 1998), as in the

case of Marriott International (2003: 2) which says ‘we are an industry leader because we 're

never satisfied, we 're always looking for ways to improve, and we strive tirelessly for
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excellence’. Tt has been argued that values are important so that all members of the hotel
company (e.g., customers, employees, and property owners) ‘work in concert with each other
as they guide the firm towards achieving its objectives’ (Olsen et al. 1998: 56)] Given the
centrality of branding within the companies’ mission statements, branding is a key plank for
their strategic development and implementation. Three examples further illustrate this. In
September 2005, the Chief Executive of InterContinental Hotel Group (Andrew Cosslett)
announced that the clearer differentiation of the company’s brands would be the key to
satisfying all parts of its business, including property owners, operators and customers
(Manson, 2005). When discussing Marriott International, the Human Resources Director of
Whitbread Hotel Company Amanda Ravey (2003: 10) stated thathhe Marriott hotel brand is
not a small “nice to have” part of our HR and marketing strategy, it’s one of the major
thrusts’. BFinally, David Michels,&he Chief Executive Officer of Hilton Group plc in 2005,
considered branding to be one of three factors of success in the hotel industrﬂ along with the

quality of service and a good hotel location, by stating the following:

It is not going to be the folks with the fastest in-room Internet connection who will
win the race. This is an old-fashioned industry. It is about service, brand, and

location (Strauss and Scoviak, 2005: 33).

UK hotel industry branding

The development of hotel industry branding in the UK can be traced back to the 1960s.
Connell (1992) believed that Forte was the first hotel company to develop a national and
relatively consistent UK hotel brand with Posthouse Hotels during the 1960s. Between the
early 1970s and mid-1980s, there was a significant growth in the number of hotel companies
in the UK (Jones and Lockwood, 1989). For example, during the early 1970s, there were
only three major UK hotel companies, namely Trusthouse Forte, Grand Metropolitan, and

British Transport Hotels; by 1986, there were 14 hotel companies with ten or more hotels

! The Whitbread Hotel Company was the master franchisee of the Marriott brand in the UK until 2005.
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(Jones and Lockwood, 1989). This growth was achieved by substantial hotel building, as well
as acquisition policies (Jones and Lockwood, 1989). A further increase in the number of
hotel companies was seen during the late-1980s and 1990s, including international hotel
companies developing their brand presences in the UK (Mintel International Group, 2003).
Hotel branding has developed in the UK to the extent that by 2005 there were many national
and international brands operating in different markets, from budget up to upscale. Martin
Information (2005) calculated that there were 141 hotel brands in the UK with three or more

hotels in 2005.

By way of illustrating the types of hotel brand operating in the UK, Table 14 shows the UK’s
leading twenty hotel brands in 2004, ranked by number of hotels. The table also highlights
the brand-owning companies, and classification of each brand according to Martin

Information’s (2005) categories.
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Table 14: UK ‘Top Twenty’ Hotel Brands by Number of Hotels and Number of

Bedrooms, 2004
Name of Brand Brand-owning Classification | Number of | Number of
Company Hotels Bedrooms
Premier Travel Inn Whitbread Hotel Budget 443 28,126
Company
Best Western Best Western Mid-market 316 16,119
International
Travelodge Permira Budget 250 14,959
Express by Holiday InterContinental Hotels | Budget 100 7,856
ggliday Inn InterContinental Hotels | Mid-market 99 15,851
Macdonald Hotels Macdonald Hotels Upscale 83 6,101
Old English Inns Greene King Budget 81 1,498
Hilton Hilton Group plc Mid-market 76 14,960
Grand Heritage Hotels | Grand Heritage Hotels | Mid-market 71 1,691
Innkeepers Lodge Mitchells & Butler Budget 71 1,754
Corus ‘ Cbrus & Regal Hotels | Mid-market 64 1,997
Ramada Jarvis Marriott Hotels (UK) Upscale 57 6,341
Thistle Thistle Hotels Mid-market 55 10,426
Quality Hotel Choice Hotels Budget 54 5,080
International
Marriott Marriott Hotels (UK) Upscale 52 8,764
Regal Hotels Corus & Regal Hotels | Mid-market 50 3,536
Ibis Accor Budget 45 4,065
Small Luxury Hotels | Small Luxury Hotels Upscale 35 1,717
Swallow Hotels Whitbread Hotel Budget 31 2,001
Company
Novotel Accor Mid-market 30 3,087

Source: Martin Information (2005)
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Eight of the brands in Table 14 are budget brands. Indeed, in 2004 the largest hotel brand
overall in the UK was the Whitbread-owned Premier Travel Inn, with 443 hotels. A budget
hotel may be defined as a hotel, often located by a major road, which offers bedrooms at
lowef tariffs with leés facilities and sérvices than tréditidnal full-service hotels (Jones, 2002).
They typically have a consistent physical product in terms of building and bedroom

| speciﬁcatic;n (Deloitte & Touche, 2004). ’fhe budget hotel sector emerged in the UK during
the mid-1980s, after Forte introduced the Travelodge brand in 1985 (Jones, 2002). According
to research undertaken by Deloitte & Touche (2004), there were 979 budget hotels in the UK
at the end of 2003. These had a total of 63,043 bedrooms. Based on a review of the
development programmes of budget hotel operators, Deloitte & Touche (2004) forecasts the
growth in the number of budget hotels to continue to approximately 87,000 bedrooms by

2007.

Another sector of the UK hotel industry that has grown over recent years is the boutique
sector (Jones, 2002).- Whilst definitions vary, most boutique hotels share the characteristics of
having unique design, internally and externally, use the latest in-bedroom technology, having
less than 150 bedrooms, and target image conscious people between 20 and 50 years old
(Jones, 2002). Examples of UK boutique hotel companies include Firmdale Hotels, Ian
Schrager Hotels, Hotel du Vin, and Malmaison. Whilst these hotel companies focus less on

physical product consistency, they are operated and marketed under a single brand name.

Reasons for hotel industry branding

A variety of reasons have been cited in the literature for the growth of branding within the
hotel industry. These reasons can be viewed from the points of view of consumers and brand-

owning companies.
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Consumer benefits

It has been argued that the decision made by consumers to purchase one brand over another is
based on the perceived benefits provided (Kotler, ef al. 2003). The key consumer functions
and benefits cited .in the literature include the reduction of perceived risks associated with
their purchase, and reduced search time and costs due to the familiarity of certain brand
names (Bateson and Hoffmah, 1999; Williams, 2002). As discussed previously in this
chapter, the hotel industry shares the characteristics attributed to many services. Because of
the inseparability characteristic, it can be difficult for consurﬁers to evaluate many services,
like hotels, until they have experienced it (Bateson and Hoffman, 1999). Due to this and the
heterogencity characteristic, which makes it difficult for consumers to predict precisely the
service that will be purchased, it has been argued that there is a greater perceived risk
associated with the purchase of services than goods (Bateson and Hoffman, 1999). Perceived
risk represents the consumer’s uncertainty about the potential positive and negative
consequenccs of the purchase decision (Blackwell et al. 2001). Consumers have been shown
to reduce pereeived risks associated with the purchase of services by buying brands that they |
are familiar with and trust (Bateson and Hoffman, 1999; Williams, 2002). According to Statt
(1997: 59), ‘rescarch has found that, generally speaking, relying on brand loyalty is the most
popular strategy for reducing risk’. Berry (1999: 199) notes that the branding of services
‘increase cu.‘vmmw" 's trust of the invisible’ and can reduce their ‘perceived monetary, social,

or safety risk in buving services that are difficult to evaluate prior to purchase’.

Whilst the various rcasons why consumers buy hotel brands appear sound, there is 1ittlc
published empirical cvidence to support such claims. Clearly, this is not to say that such
evidence does not cxist. For example, hotel companies may commission proprietary reseérch
to investigate the functions and benefits created by their brands. Indeed, through his
management consultancy work, the researcher became aware of one company that &ld

commission such research. However, in terms of the available literature, one empirical study

which sought to investigate consumer perceptions of risk and the roles that brands play in
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reducing this was undertaken by Business Development Research Consultants in 2003. Based
on the researcher’s experience of working (on a consultancy basis) for different hotel
companies, the research undertaken by Business Development Research Consultants is useful
as it is purchased and used by many UK hotel companies. '* This study found that when asked
‘if choosing a hotel for business in a place that you had not visited before, one of the hotels
available belonged to a hotel brand whose name you recognised, how much would this
influence your decision whether or not to use that hotel?’ the percentage which responded ‘a
 great deal / fair amount’ was 72 per cent if the ‘place’ was located in Europe, 73 per cent if in
the Middle East, 78 per cent in Asia Pacific, and 84 per cent in South Africa (Tarrant, 2003).
Corroborating such research findings, Marriott International regards the purpose of any hotel
brand to be risk reduction, as well as provide a guaranteed range and quality of services and
facilities (Ravey, 2003).'('.1" his illustrates why Marriott International focuses much of its
investment in trying to achieve a consistent quality of services across its brands, and in some

cases a consistent physical product also, such as with its ‘Courtyard by Marriott’ bran@
Company benefits

CThe value of the brand in the hotel industry has become an important resource for many hotel
companies and is considered an important value-generating competency (Olsen ef al. 1998):]
With regards to company benefits, Lazer and Layton (1999) suggested there are benefits for
hotel companies to develop ‘strong’ brands: they increase the effectiveness of marketing
programmes and therefore optifnise marketing investments, especially when the company is
entering a new market or offering a new promotional package to consumers; they enhance
consumer loyalty; they reduce the likelihood that many guests will try something different;
they ‘buy time’ for the company to respond to competitive actions and innovation; and they
can lead to increased operating profit margins through premium pricing and reduced

marketing costs. It seems that certain hotel companies are confident in the financial

12 Given its prominence within the UK hotel industry, an explanation of the methodology used by
Business Development Research Consultants is provided in Chapter 3.
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performance that can be generated by successful brands. For example, InterContinental
Hotels & Resorts estimated that in the upscale sector the best performing branded hotels can,
on average, generate a nine per cent greater margin in terms of operating profit (before
interest and tax) compared to independent hotels (Travel & Tourism Intelligence, 2001)3

Additional company-oriented benefits of hotel industry branding have been proposed. Lazer

and Layton (1999) suggested that well-accepted hotel brands ca o0: provide an opportunity

e

for growth through brand expansion programmes; increase ‘market power’ in dealing with
travel wholesalers, incentive packagers, and other distribution channel members; act as a
competitive barrier to other companies looking to go after the same market segments, for
example by entering the same location as the well-accepted brand. l Other benefits of having a
strong brand which have been cited in the literature include their ability in assisting investors
NS
accessing finance from banks, venture capitalists and private equity houses (Forgacs, 2003).
According to Forgacs (2003: 340) ‘the brand affiliation can be justified in the eyes of
stakeholders in the lodging operation as a way of limiting their risk exposure ’.ZHotel
companies héve found that héving a strong brand can assist in attracting and retaining high
quality employees (Ravey, 2003).:)Vhilst the above is an impressive list of benefits, the
literature review undertaken for this study found limited empirical academic evidence that has

been published which supports the various claims, including the basic claims around hotel

brands achieving price premiums.

The competitive nature of the hotel industry does not only impact on rivalry amongst hotels
and hotel chains for guests, but also for hotel property owners. This is exemplified by
Andrew Cosslett, InterContinental Hotel Group’s Chief Executive, who said ‘our goal is to
grow faster by making the InterContinental brand the first choice, not just for guests but also
Jfor owners’ (Garrahan, 2005: 22). The use of brand names has been offered by hotel
companies as an advantage to entice hotel property owners and investors to sign management
contracts or franchise agreements with them (Olsen ez al. 2005). Hotel companies often make

claims, to property owners, that their brand will result in premiums in bedroom occupancy
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and revenue per available bedroom (Olsen e al. 2005).—&hey often support claims such as
these with details of their national and international marketing communications, effective
reservation systems, sales networks, and purchasing power due to the number of hotels they
operate (Travel & Tourism Intelligence, 2001).—)Research undertaken by KPMG (2002) found
that the growth of hotel brands has led to hotel property owners becoming more sophisticated
in their selection of, and partnering with, brands. From the hotel brand perspective, the
emergence of new competing brands and growth of existing brands has intensified the
competition to secure management contracts and franchise agreements. As the success of a
hotel is primarily based on the cash flow it generates, property owners have been advised to
weigh the benefits and services of a brand affiliation against the total cost of such a
commitment (HVS International, 2001). Due to this, branded hotel chains justify their
management or franchise fees and the operational and financial benefits that the brand is

likely to generate for the property owner.

The hotel industry is not static in terms of individual hotel and hotel chain ownership. The
hotel industry has experienced mergers and acquisition activity, whereby national and
international hotel companies and individual hotels have been bought and sold. The level of
corporate mergers and acquisition activity within the hotel industry, particularly during the
1990s and early twenty-first century, illustrates a market for buying and selling hotel brands.
Corﬁpanies have acquired other companies with well-known and proven brands to avoid the
high costs and risks associated with new product development (Mahajan ez al. 1993). Even
though an acquisition strategy can carry a high price tag for the acquirer, it can also generate
high returns, including access to new markets or a stronger position in existing markets
(Mahajan et al. 1993). Based on the researcher’s experience of working on various hotel
industry corporate transactions, the acquisition of hotel brands can bring other benefits to the
purchasing company, including the acquired brand’s sales and marketing infrastructure (e.g.,

its central reservation systems, any marketing agreements with tour operators, travel agents
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and airlines, and customer databases), any strategic alliances the brand has with other hotel

companies or airlines and its loyalty programme, if such a programme exists.

Recent hotel industry corporate acquisition activity suggests that branded hotels are regarded
as valuable. A particularly active period of transactions involving hotel companies and hotel
brands was during the late-1990s through to 2001, reflecting the strength of the international
hotel market during that period (Mintel International Group, 2005) and the desire of some
hotel companies to build the geographic coverage of their brands by acquiring companies and

then re-branding with their own brands (McKay, 2000). Over this period, a number of large

hotel companies were acquired. Table 15 illustrates the hotel company transactions with a

value in excess of US$1 billion between 1997 and 2001. This includes large branded hotel

chains, such as Westin, ITT Sheraton and Red Roof Inns, which is indicative of the financial

value of hotel brands over this period.

Table 15: Hotel Portfolio Transactions with a Value over US$1 billion, 1997 to 2001

- Buyer Portfolio Year Price Rooms
(USS$ bn.)

Starwood Hotels & Resorts Westin 1997 1.711 47,800
Promus Hotel Corp. Doubletree Corp. 1997 2,204 | 172,000
Patriot American Hospitality / | Interstate Hotels Co. 1998 2,211 | 31,000
Wyndham Int.

Meditrust Companies La Quinta Inns 1998 2,996 | 35,000
Six Continents Hotels InterContinental Hotels 1998 2,889 57,421
Felcor Suite Hotels Bristol Hotel Company 1998 1,968 | 28,718
Starwood Hotels & Resorts ITT Sheraton 1998 12,374 | 130,528
Ladbroke Group plc Stakis plc 1999 1,334 8,054
Accor Red Roof Inns 1999 1,131 39,338
Hilton Hotels Corp. Promus Hotel Corp. 1999 3,818 | 198,500
Sol Melia Tryp Hotels 2000 1,276 9,700
Royal Bank of Scotland Nomura Portfolio 2001 1,429 4,318
Six Continents Hotels Posthouse 2001 1,174 12,300
Grand Hotel Acquisition Meridien Hotels 2001 2,715 4,000

Source: McKay (2001: 10)
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Although the number of major hotel company transactions reduced after 2001, there have
been some major deals in the UK, including Whitbread’s £505 million acquisition of the
Premier Lodge chain in 2004 (which was subsequently merged with Whitbread’s existing
Travel Inn chain to Become Premier Travel Ihn), and Quinlan Private’s purchase of the Savoy

Group for £750 million in 2004 (Mintel International Group, 2005). "

Another characteristic of the hotel industry is the re-branding of hotels or hotel chains,
whereby one hotel brand is replaced by another. This can occur for various reasons, such as
following corporate acquisitions, a management company being replaced at the end of a
management contract, or through a marketing agreement. For example, following a twenty-
year deal with InterContinental Hotels Group in 2005, Queens Moat Houses agreed for
thirteen of its hotels to be re-branded as Holiday Inns and Crowne Plaza. In order to bring the
hotels in line with the brand standards of Holiday Inn and Crowne Plaza, investment was
made by Queens Moat Houses, as the owner of the properties, in bedroom refurbishments, the
installation of air-conditioning, and, in some cases, improvements to the food and beverage

facilities (Caterer and Hotelkeeper, 2005).

Hotel industry branding strategies

There is a plethora of branding strategies used within the hotel industry, including hotel
companies that include their corporate name in most of their brands (such as Marriott) and
those that own a number of brands that are named individually (including Cendant). This
section examines strategies used within the hotel industry that involve attempts to capitalise
on the strength of brands. These are how hotel companies organise the brands they own, the
use of guest loyalty programmes that seek to engender brand loyalty, building on the strength
associated with a brand by developing new products on the back of that brand-name to focus

on new markets, and creating benefits by having one brand associated with another.

" The Savoy Group comprises four hotels, namely Claridges, The Berkeley, The Connaught, and
Savoy, and the restaurant Simpson-in-the-Strand.
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Hotel brand architecture

There are a range of different types of hotel brands, including corporate brands where the
brand strategy is based on the parent company (de Chernatony, 2001).{In this case, as
mentioned above, the company dominates the branding strategy and the company’s values are
stretched across the company’s brands. This strategy has been adopted by Hyatt and Four
Seasons. At the other end of the spectrum is the I;W where the brand is not
easily associated with a particular organisation. In this case, each brand has its own values
rather than the over-arching parent company’s values (de Chernatony, 2001). For example,
Accor owns a portfolio of individual brands. The way a company organises and manages the
various brands it owns has been referred to as “brand architecture’ (VanAuken, 2002).
PriceWaterhouscCoopers (2000) categorised the different brand architectures employed by
hotel companics as follows: ‘monolithic’, where a single brand approach is adopted as in the
case of Hyatt Corporation; ‘umbrella’, where the brands have some generic attributes but sit
across a rangc of markct segments and types of operation, such as with Marriott
International’s portfolio of brands including their core ‘Marriott’ brand and Courtyard by |
Marriott; ‘endorsement’, where there are limited generic attributes to the brand with it acting
as little morc than the name above the door providing marketing and reservation services to
the affiliated hotels, such as with Best Western; ‘co-branding’, where a less well-known brand
benefits from a morc well-known brand in certain geographic markets, as with Radisson SAS
in Europe; and finally ‘multiple’, where there are limited generic attributes amongst the
portfolio of brands, with each brand typically having its own brand-name and targeting
specific market scgments, as exemplified by Inter-Continental Hotel & Resort’s portfolio,

which includes Holiday Inn, Express by Holiday Inn, Crowne Plaza, Inter-Continental and

Staybridge Suites.

Strangely, given the prevalence of branding within the hotel industry, this literature review
identified few studies that examined the influence of different brand architectures on a

brand’s operating performance. However, a useful summary of ‘success factors for hotel
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brands’ has been provided by Tarrant (2003). He suggests that these factors are the number
of hotels that form the brand’s portfolio (referred to by Tarrant as the ‘brand’s distribution’),
the period of time the brand has been operating, the ability to meet an identified set of needs
in the market, the clarity of consumer benefits, integrated marketing communications,
signature brand features, and the ability to deal with consumers on a relationship rather than
transactional basis. This is a useful summary as it is based on empirical analysis undertaken
by Business Development Research Consultants, which as mentioned previously is an
authoritative survey used by many hotel companies in the UK. Forgacs (2003) states the
performance of brands is related to operational and marketing activities. On the operations’
side, to achieve success Forgacs (2003) suggests that brands should apply revenue
maximisation strategies and techniques, employee training and seek to achieve consistency of
service delivery. In terms of marketing, pooled resources from hotel portfolios would allow
brands to undertake effective market segmentation, co-ordinated multi-channel marketing

promotions, and sophisticated product development (Forgacs, 2003).

Hotel guest onaliy p}ogrammes

Faced with increasing competition, some hotel companies have looked to develop consumer
loyalty (Olsen, et al. 1998). A reason often cited for this approach is that it is more profitable
to retain existing customers than constantly seek new customers to replace lapsed ones
(Palmer ez al. 2000). In addition to being a common strategic response by many hotel
companies, it is important to evaluate hotel industry brand loyalty for this study because, as
will be seen in Chapter 3, it is a core component of certain brand equity conceptualisations.
The review of the available literature indicates various specific definitions of ‘loyalty’, but in

general it appears to relate to a behavioural response that is a function of both positive

attitudes towards a brand and repeat purchase (Tepeci, 1999).
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A technique used by hotel companies to try to engender loyalty to their brands has been the
use of guest loyalty programmes, ' which were introduced by branded hotel chains during the
1990s (Palmer ef al. 2000). These are based on reward cards that seek to encourage guests to
make repeat purchasés by offering various financial and other incentives, such as ‘free’ nights
in a hotel once a specified level of reward points has been reached, bedroom “upgrades’ after
a certain amounf of qualifying stays have been reached, and priority check-ins and check-outs
(Shoemaker and Lewis, 1999; Palmer ef al. 2000). Examples of loyalty programmes include
InterContinental’s “Priority Club’, Marriott’s ‘Rewards’, Hilton Hotel Corporation and Hilton
International’s ‘Hhonors’, Starwood’s ‘Preferred Guest’, Shangri-La’s ‘Golden Circle’,

————— -
Accor’s ‘Compliments’, Best Western’s ‘Golden Crown Club’ and Hyatt’s ‘Gold Passport’

(e.g., see Travel & Tourism Intelligence, 2001; Bowie and Buttle, 2004). Of these, the largest
in 2003 were Marriott’s Rewards, which had some 18 million members worldwide,
InterContinental’s Priority Club, with 15 million members, and Hilton’s Hhonors, with 12
million members (Mintel International Group, 2003). Given the size of these international
programmes, the respective companies have to invest substantial amounts in managing the
programmes (Mintel International Group, 2003). Each loyalty programme has its own set of
consumer benefits. The hotel company is also able to collect and monitor guest related
information, including frequency of stays, room rates paid, additional services purchased and
the preferred method of payment, with the objective of using this information to tailor
products and services more effectively, and for marketing purposes (Palmer et al. 2000). The
strategy of companies seeking to builci long-term relationships with its customers has been
termed ‘relationship marketing’” (McDonald an(i Payne, 2006). Many, but not all, hotel chains
have developed proprietary guest loyalty programmes. Based on the researcher’s experience
of working with one such hotel chai%asons for this include the costs associated with
developing and managing such a programme which includes maintaining a database of

customer information and communicating with custome;s?

4 Guest loyalty programmes are also sometimes referred to as ‘frequent guest programmes’ (Bowie
and Buttle, 2004). For the purpose of this thesis, both terms are used interchangeably.
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The increasing use of guest loyalty programmes has intensified a debate within the literature
around what is meant by loyalty in the hotel industry, with repetitious behaviour often being
confused with an underlying sense of loyalty by customers to a particular brand (Palmer et al.
2000). An iséue that has been raised is whether a guest that is collecting points as part of a
guest loyalty programme is really loyal to that brand because of the brand’s superior
attributes, or because of some other benefits such as a free night in a hotel (Mattila, 2006;
Shoemaker and Lewis, 1999). The empirical research that has been published on hotel brand
loyalty has focusedv predominantly on the use of guest loyalty programmes used by hotel
companies (e.g., Shoemaker and Lewis, 1999; Tepeci, 1999; Palmer ef al. 2000). Whilst this
stream of research is necessary, the other factors that create hotel industry loyalty are not
well-understood, including emotional bonds that consumers develop with hotel brands
(Mattila, 2006). After all, hotel brands have sought various ways of connecting with
consumers, of which the use of guest loyalty programmes is only one (Mattila, 2006). In light
of this, calls for research have been made for gaining a better understandmg of the qualities of

hotel brands that influence loyalty (Mattlla 2006)
Hotel brand extension

Over the past two decades, a number of hotel companies have tried to capitalise on the
strength of their brands by ‘exténding’ their bfands into new markets (Jiang ef al. 2002). New
brands have been introduced (differentiated by market segment) using a well-established
brand name as leverage (Jiang ef al. 2002). Examples of this practice include Quality Hotels
(now Choice Hotels) who diversified into new brands such as Comfort Inns and Quality
Royale (now Clarion) in 1981. Other examples include Holiday Inn introducing Holiday Inn
Express in 1991 (now Express by Holiday Inn) and Holiday Inn Crowne Plaza in 1983.

Brand extensions have not always been successful in the hotel industry. Holiday Inn Crowne
Plaza is a case in point. The strong image of Holiday Inn as a familiar, unpretentious hotel

was a handicap when the Crowne Plaza sub-brand was introduced and trying to compete at
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the high end of the market (Aaker, 1996). The result being that the parent company decided
to drop ;the Holiday Inn connection and market Crowne Plaza on its own (Aaker, 1996). Also,
as will be examined later in this chapter, there have been suggestions that the growth in

brands, including brand extensions, has caused some confusion amongst consumers.
Co-branding in the hotel industry

Another strategy adopted by some hotel companies has been ‘co-branding’, whereby two or
more recognised brands are located in the same place such as within a hotel (Boone, 1997).
The principle for this is that several brands can command more awareness and patronage than
a single brand (Boone, 1997). Examples of this include serving branded coffee in restaurants
(such as Starbucks coffee served in Sheraton hotels in US) and leasing hotel restaurant space
to branded restaurants (TGI Friday’s in Marriott hotels in the US). According to Bowie and
Buttle (2004), the co-branding between US hotel chains and restaurant chains was a strategic
response to one of the endemic challenges for hotels, namely the poor performance of their
food operations compared to many stand-alone restaurants. In many cases, consumer
recognition of the restaurant’s brand name has been shown to increase the hotel’s food and
beverage sales (Bowie and Buttle, 2004). It should be noted that other strategies have been
implemented for improving the profitability of hotel restaurants, including reducing the size
of the food and beverage operation, eliminating the food and beverage offer altogether,
developing proprietary concepts (e.g., Marriott’s ‘JW Steakhouse’ and ‘Allies All American
Grill’), strategically locating new hotels near established restaurant areas in towns and cities,
leasing out space to third party local restaurateurs or restaurant companies, or buying rights to
a restaurant franchise to replace or supplement in-house food and beverage provision (Boone,
1997). Within the context of this research study, it is interesting to note that the examples

found in the literature of co-branding stem from the US rather than the UK,
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2.11

Criticisms of the hotel industry brand concept

Although many companies have adopted branding strategies, there are some doubters as to
the effectiveness of hotel branding. For example, according to Rutherford (2002), by the mid-
1990s the hotel industry focused on brand marketing, but without a commitment to brand
integrity. It has also been argued that the plethora of hotel brands and branding strategies has
led to confusion amongst consumers (e.g., Won, 2003). Furthermore, it
has been argued that consumer confusion has also been caused by the plethora of mergers,
acquisitions, and ownership and/or management changes over the past two decades, all of
which has resulted in a change of standards or focus within a brand or across brands
(Rutherford, 2002). Because of issues such as these, it has been suggested that the ‘power of
the brand may be overstated’ in the hotel industry as ‘many argue that branding in this
business has confused the customer because the;'e are so many brands and the consistency
both within and between them is poor’ (Ql_sg etal. 1998: 191). P_rgqur_ni_c)_f}@gs_lngncy

have emerged due to the role of people delivering part of the hotel product (and the

challenges this creates for brand managément), and because of differences in the physical

p'roduct‘ across branded hotel chains (Connell, 1992). Rutherford (2002) argued that the
situation is further confused by franchise and management companies \spreading their brand
over several sub-segments, which has resulted in a weakening of their overall brand identity.

Connell (1992) summarised one of the challenges facing hotel companies, as follows:

It is not difficult for a hotel chain to achieve some market recognition by placing the
same name across all of its hotels. However, one problem of hotel branding lies in
being able to offer a customer an experience which can be recognised time and time
again across a number of hotels. This assumes that the hotel chain has identified a
hotel experience which meets the needs of target market segments. Without the latter
there is little reason for customers to return and to become loyal to the brand

(Connell, 1992: 26).
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2.12

Based on the above quote, hotel branding should represent more than just putting the same

brand-name across a chain of hotels to gain recognition amongst consumers. Branding should

also relate to the delivery of an expected ‘experience’; although Connell (1992) does not

define what he means by ‘experience’. The principle appears to be that hotels within a

branded hotel chain should offer consumers some form of expected consistency of service

regardless of which hotel within the chain they stay at. If their actual experience meets their

expectations, Connell (1992) suggests that consumers are likely to become loyal to the brand.

Chapter summary

For this study of hotel industry brand equity, context is important. This chapter reviewed the

aspects of the hotel industry relevant to this study. In concluding this chapter, the following

remarks arc madc:

Branding is an important feature of the UK and international hotel industry. Many of the
world’s major branded hotel chains originated in the United States during the first half of
the twenticth century including Hilton, Sheraton, Quality Inns and Best Western. By the
1960s, ‘home grown’ branded hotels emerged in the UK with the Posthouse Hotels chain
owned by Forte. Since then, many national and international hotel companies have

developed presences with their brands in the UK.

The UK hotel industry is a large and diverse industry. The type of hotels varies according
to age, location, size, facilities and services, room rates, target markets (e.g., business
travellers and holiday-makers), and ownership, amongst other features. Branding has
thereforc not been cmployed uniformly across broadly similar products (e.g., as in the
case of tangible goods’ product categories like food, drink and personal care items).

Instead, it has been used in many different ways and contexts.

Hotel companies have made various decisions with regards to their approaches to

branding, including whether to adopt a differentiation, cost leadership or focus strategy,

the number of brands its owns and operates, and how brands can be used to create value
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for the company through initiatives such as guest loyalty programmes, brand extensions,
and co-branding. This has led to a situation whereby branding hz;s been used in many
different ways. For example, there are branded chains that are marketed according to a
standardised physical product, location characteristics, and pricing (e.g., budget hotels
such as Premier Travel Inn and Travelodge), brands which focus more on selling to
similar types of people (e.g., boutique hotels such as Malmaison and Hotel du Vin), and
those which emphasise service-related features (e.g., country house hotels such as
Marriott Hotels and Golf Clubs). Regardless, common features of these approaches are
that the same brand name is used across all properties within a hotel company’s chain,
and that the brand is used to target certain types of consumer (which are considered to

share similar attitudes and behaviours).

Branding is being used increasingly within the hotel industry as a way for hotel
companies to seek cbmpetitive advantage. In the UK hotel industry the proportion of
brand affiliated hotels is forecast to grow. For example, one estimate is for brand
affiliated hotels to represent over half of the total supply of hotels in the UK by 2011. If

this is the case, competitive rivalry amongst hotel brands is likely to intensify.

Surprisingly, even though branding is growing in prevalence within the hotel industry,
there are few published definitions of the hotel brand concept. Reasons for this are not
clear from the literature. However, it may be due partly to the diversity and complexity

of the industry, which makes developing an all-encompassing definition challenging.

Various functions and benefits of hotel brands have been cited in the literature. From the
consumer point of view, it Has been argued that perceived risks can be reduced through
purchasing certain hotel brands, hotel brands have been found to enable consumer predict
the value of their purchase in terms of price an& quality, and acquiring familiar brands can
reduce the time and costs incurred by consumers during their decision-making processes
over which brand to purchase (Bateson and Hoffman, 1999; Williams, 2002). It has been

suggested that hotel brands also provide functions and benefits to hotel property owners,
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including the ability to attract finance for hotel developments, and the ability of
successful hotel brands to out-perform competitors operationally and financially (Forgacs,
2003). In terms of the brand owning company, many functions and benefits have been
identified through developing successful brands. For example, consumers being prepared
to pay price premiums, stimulating consumer loyalty, increasing the effectiveness of
marketing pfogrammes, and incrleas‘ing operating pfof"1t margins, enable brand expansion
opportunities, develop strong presences through various distribution channels (e.g., travel
agents, tour operators, and the Internet), act as a barrier to entry to competitors, appealing
to investors (Lazer and Layton, 1999), and finally attracting and retaining high quality

employees (Ravey, 2003).

However, there is little published academic empirical evidence to support these benefits
cited in the literature. The evidence that exists is largely conceptual, or possibly in the
hands of the hotel companies (which due to the commercial sensitivity of such

information is not in the public domain).

Although the use of branding is growing, the effectiveness of hotel industry branding has
been criticised in the literature. Criticisms include the inability of some hotel companies
to maintain consistency of physical product and service quality across their hotel chains,
the growing number of hotel brands operating in different market segments leading to
consumer confusion, and the bewilderment created by the changing ownership and

operation of individual hotels.

Research proposition

The literature review suggests the following propositions for this research study:

Hotel industry branding is an important and worthwhile subject for this research study.

There is a lack of clarity over what is meant by the hotel brand concept. This needs to be

addressed due to the following reasons:
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- This research study focuses on hotel industry brand equity, so a clearer understanding
of the core hotel brand concept is required, upon which to clarify the sub-topic of

hotel brand equity.

- The hotel industry literature fails to empirically support or challenge sufficiently
many of the claims made around the roles, functions and benefits of branding within .
the hotel industry. As will be examined in the following chapter, the functions and
benefits provided by hotel brands may be an important antecedent of brand equity, so
it is necessary for this study to concentrate on forging a better understanding of these

concepts.

The above propositions will guide the empirical investigation of this study in detail.

Having established the hotel industry context for this research study, the next chapter

investigates the brand and brand equity concepts.
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3 ~ THE BRAND EQUITY LITERATURE

Developing brand equity is a central issue for top management because it is a key
determinant of corporate value. The average British or American company is valued
by the stock market at around twice net balance sheet assets. However, companies
with portfolios of strong brands are valued by the stock market at four times net

assets (Doyle, 2002: 157).

Introduction

Following the analysis of the UK hotel industry, this chapter will now establish the theoretical
grounding for this research study. The above quote supports the argument that a
consideration of brand equity should be central to the corporate strategies of brand-owning
companies, as strong brands create financial value for their owners. The purpose of this
chapter is to identify the meanings and uses of the hotel brand equity concept with respect to
brand management as presented in the literature. This will be done through a critical review
of the available definitions, conceptualisations, models and theories of branding and brand
equity, with a particular focus on the hotel industry. To understand the concept of hotel
brand equity necessitates an examination of the generic brand concept, as it has been argued
that it is the value added to products through branding that reflects brand equity. The chapter
starts by examining contemporary meanings of the core brand concept, and the various
functions and benefits brands offer consumers. This leads to an analysis of brand equity,
which begiﬁs with an etymological review of thg brand equity concept in order to illustrate
how the concept has evolved into current meanings. This is followed by an assessment of o
published definitions of brand equity, both generically and within the context of the hotel
induétry. The chapter then evaluates the brand ezluity measures which have been developed

and tested, and the uses of these in terms of brand management. Following this, a critical

examination of the hotel brand equity evidence base is provided in order to identify areas of
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agreement and tension in the extant hotel industry research effort and any knowledge gaps
and calls for research identified by other researchers will be identified. The chapter concludes

with a discussion of the implications of the available literature on this research study.

In Chapter 7, the extant literature evaluated below is used to compare and contrast the

findings of the empirical research stages of this study.

Branding

Unlike the situation found during Chapter 2 in respect of the hotel brand concept, there are
many definitions of the generic brand concept. This literature review indicates that the
subject of branding is replete with definitions of the core brand concept and its sub-topics,
iﬁcluding brand eqﬁity, which has rcsuited in theA emergence of a complex specialist
vocabulary (Shaw and Merrick, 2005). This has led to confusion over meanings, and other
criticisms, which will be appraised later in this chapter. This chapter does not seek to provide
a comprehensive overview of the branding lexicon, as this has been provided adequately
elsewhere (e.g., see vVanAuken, 2002). However, what it does is focus on those concepts
relevant to this ’study of hotel branding and Brand equity. The starting point of this is an
examination of the core brand concept. Although the hotel brand concept was introduced and
assesséd in Chapter 2, it is now necessary to examine the brand concept in more detail, as it is

from contemporary interpretations that the concept of brand equity evolved.

(I/Branding a product is one of the oldest techhiques in product marketing and it has become a
potent tool for corporate executives (Holloway, 2004). A brand is a recognisable and
trustworthy badge of origin and a promise of performance (Feldwick, 2002). To be
successfully positiohed in the marketplace, it has been argued that a brand must promise
differentiated benefits that are relevant and compelvling to consumers (VanAuken, 2002).
Despite commercial branding being over 100 years old (Rooney, 1995), the function of a
brand as distinguishing the goods or services of one producer from those of another has

remained unaltered (Murphy, 1998). Unfortunately, determining what actually constitutes a
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brand is not easy as many different definitions have been put forward (Prasad and Dev, 2000).
At its simplest, a brand constitutes an identifier of products such as a name, logo, symbol,
identity, or trademark (Prasad and Dev, 2000). For example, many people are likely to be
aware of both the name and logo of certain brands, including McDonald’s with its Golden

Arches logo. A traditional definition of a brand is provided by Kotler (2000) as follows:

A name, term, sign, symbol, or design, or a combination of them, intended to identify
the goods or services of one seller or group of sellers and to differentiate them from

those of competitors (Kotler, 2000: 404).

The focus of this definition is on the use of brand names, signs and symbols to differentiate a
product from its compctitors. Based on this definition, if a marketer creates a new name,
sign, symbol or design, a brand has been created (Keller, 2003). Under this traditional
branding modcl. the brand was often treated as part of the product, with the company’s
advertising sccking to raise awareness of the brand and create a positive brand image in the
minds of consumers (Aaker and Joachimsthaler, 2000). This was often required to generate

- short-term results such as immediate sales (Aaker and Joachimsthaler, 2000). However, the
branding litcrature indicates that since the 1980s there has been a shift in thinking around

what brands arc and their roles in contemporary business.

It has becn argucd that the traditional approach to branding does not reflect the complexity of
contemporary branding (Lury, 2001). To illustrate this, it is considered useful, for the
purpose of this study, to step back and review briefly proposed differences between a
‘product’ and a ‘brand’. A product is anything that can be offered to a market for acquisition,
use or consumption that might satisfy a need or want (Kotler, 2000). Products include goods
that have a physical form, services (which is particularly relevant to this hotel industry-based
study), experiences, events, persons, places, properties, organisations, information and ideas
(Kotler, 2000). A product has a functional purpose (Jones and Slater, 2003). It has been

argued that a brand should be more than its physical components and embody, for the
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purchaser or user, additional attributes, which, whilst they may be intangible, can still be

important considerations to the consumer (de Chernatony and McDonald, 2003). It has been

posited that these additional attributes distinguish a brand from a product (Doyle, 2002; de

Chernatony and McDonald, 2003; Jones and Slater, 2003). A comprehensive assessment of

the functions of brands and resultant consumer benefits was completed by Kapferer (1997), as

shown in Table 16. This list recognises a principle that consumers purchase goods and

services to acquire a benefit (McDonald and Payne, 2006). Based on the list, the function of a

brand identifying a product, which as discussed was an original role of branding, is only one

of eight functions. This indicates how the role of branding seems to have evolved, as the list

includes a range of functional and emotional benefits that have been found when consumers

purchase brands. It has been suggested that the benefits offered by a brand represent points of

difference, and if these are relevant and regarded as superior than competitors will provide the

consumer with a reason for purchasing the brand (VanAuken, 2002).

Table 16: The Functions and Benefits of Brands to Consumers

Function Consumer Benefit

Identification To be clearly seen, to make sense of the offer, to quickly identify the sought-
after products.

Practicality To allow savings of time and energy through identical repurchasing and loyalty.

Guarantee To be sure of finding the same quality no matter where or when the product or
service is purchased (e.g., in different countries).

Optimization To be sure of buying the best product in its category, the best performer for the
particular purpose.

Characterization | To have confirmation of your self-image or the image that you present to
others.

Continuity Satisfaction brought through familiarity and intimacy with the brand that you
have been consuming for years.

Hedonistic Satisfaction linked to the attractiveness of the brand, to its logo, to its
communication.

Ethical Satisfaction linked to the responsible behaviour of the brand in its relationship

towards society.

Source: Kapferer (1997: 30)
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Marketers often incorporate the functional and emotional benefits offered by their brands in
their marketing communications activity. There is a growing Body of research that indicates a
propensity amongst many consumers to base their brand purchase decisions on what they
‘think” about the brand in terms of the rational appeal of the product, and what they ‘feel’
with regards to the brand’s appeal to them emotionally (Hackley, 2005). This has led to many
advertising campaigns seeking to engage with consumers on a rational level by emphasising
the product benefits, such as those highlighted by Kapferer (1997), and elicit a positive
emotional response by, for example, aesthetically pleasing imagery and alluring symbolism

(Hackley, 2005).

Although Kapferer (1997) acknowledges that the usefulness of the functions depends on the
product category, it is not clear from his classification (in Table16) what product categories
were used to derive the list of functions and benefits. For example, there is no explanation as
to whether these functions and benefits apply to certain product categories only, or are
applicable across a broad range. Of particular relevance to this study, it is not evident
'whether some, all or none of these apply in service industry contexts such as the hotel
industry. The available literature identified in Chapter 2 of this thesis suggests that only some
of the list may be relevant to the hotel industry. To recap, the review undertaken in Chapter 2
found that the functions and benefits of branding in the hotel industry seem to be iimited to
perceived risks being reduced through purchasing certain hotel brands, hotel brands enabling
consumers to predict the value of their purchase in terms of price and quality, and the
acquisition of familiar brands reducing the search time and costs incurred by consumers.
However, based on Table 16, it appears that certain hotel brands are attempting to sell other
benefits. For example, it could be argued that boutique hotel brands (e.g., Malmaison and
Hotel du Vin) perform a ‘characterisation’ function as many of these brands emphasise the

contemporary design features of their hotels and target specific design conscious consumers.
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The benefits created for consumers through the functions of brands have been described by
some as ‘added values’, which reflect the value created over and above the basic functions of
a product (de Chernatony and McDonald, 2003). It has been argued that added values play an
important role in the purchase decision of many consumers. This is based on the premise that
brands are bought for emotional reasons as well as purely functional reasons (Doyle, 2002).
Holt (2004) stated that consumers purchase some brands for what they symbolise, as mﬁch, or
more, as for what they actually offer functionally. For example, someone may purchase a
Porsche car as a status symbol (emotional reason) as much as it being a high quality car
(functional reason). It has been argued that because of the little tangible evidence (i.e., the
elements of the product that consumers an actually see and touch), the emotional dimensions
of service brands can be particularly important in guiding buyers’ evaluation of which brand
to purchase (Palmer, 2005). Jones and Slater (2003) attempted to summarise the range of
added values associated with brands as those thaf come from experience of the brand, such as
familiarity, reliability and reduction of risks (which, as highlighted above and in Chapter 2,
may Be salient in thel hotel industry); thdse that come from the people that use the brand,
characterised by associations consumers have of the brand; those that come from a belief that
the brand is effective; and those emanating from the appearance of the brand, which is the
prime role of the design of the product. Reflecting the apparent significance of added values
in contemporary branding, some researchers have sought to integrate the added value concept
into their brand definitions. For example, de Chernatony and McDonald (2003) developed

the following definition of the brand concept:

An identifiable product, service, person or place, augmented in such a way that the
buyer or user perceives relevant, unique added values which match their needs most
closely. Furthermore, its success results from being able to sustain these added

values in the face of competition (de Chernatony and McDonald, 2003: 25).

It has been argued that a key consideration for brand owners is how the brand should be

‘positioned’ in its product category (VanAuken, 2002). VanAuken (2002) defines brand
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positioning as the way the brand is perceived within a given competitive set in the consumer’s
mind. It is important to raise the concept of brand position as part of this discussion on the
brand concept as it is based on an assumption that consumer’s perceive certain brands to be
more valuable to them than others which, as will be seen in tﬁe next section, is a principle of
brand equity. Brand owners can position their brands in a variety of ways, including
positioning by product benefits, positioning by price and quality, and positioning relative to
competitors (Harill, 2005). In the previous chapter, some of the ways hotel companies

position their brands were investigated.

Brands have become the central plank of the corporate strategies of many companies. This
includes those in the hotel industry. By adopting effective branding strategies, it has been
suggested that .companies can aéhieve competitive advantage in various ways. Based on his
analysis of research into the effects of brands on consumer behaviour and the effectiveness of
corporate marketing programmes, Keller (2002) identified a variety of positive effects and
advantages of creating, what he termed, a ‘strong’ brand. According to Keller (2002),
strength may reflect what he terms ‘macr;)’ brand.considerations such as market leadership
and market share position, as well as ‘micro’ brand considerations such as consumer
familiarity, knowledge, preferences, and loyalty. Table 17 details the headline findings of the
studies reviewed by Keller (2002). Keller (2002) summarised the finding of his analysis by
stating ‘across a wide range of marketing activity, there have been demonstrable advantages
Jrom creating a strong brand’ (Keller, 2002: 153). From the point of view of this study of
hotel branding and brand equity, an observation can be made about Keller’s (2002) analysis.
Although this was positioned by Keller as a synthesis of many studies that have sought to
investigate branding effects, it failed to identify any studies set within the context of the hotel
industry (nor other services), even though such studies do exist as will be identified and
examined later in this chapter. Regardless, Table 17 is based on empirical research and serves
a purpose of illustrating the ability of successful brands to influence consumer behaviour in

various ways, including product-, price- and communication-related effects.
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Table 17: The Effects and Advantages Associated with Branding

Branding effect

References

Product-related effects

Brand name positively associated with consumer
product evaluations, perceptions of quality, and
purchase rates.

Brown and Dacin (1997); Day and
Deutscher (1982); Dodds et al.
(1991); Leclerc et al. (1994); Rao
and Monroe (1989).

Familiarity with a brand has been shown to increase
consumer confidence, attitude toward the brand, and
purchase intention.

Laroche et al. (1996); Feinberg et
al. (1992).

Familiarity with a brand can mitigate the potential
negative impact of a negative trial experience.

Smith (1993).

Price-related effects

Brand leaders can command larger price differences

Simon (1979); Agrawal (1996);
Park and Srinivasan (1994);
Sethuraman (1996).

Brand leaders are more immune to price increases.

Bucklin et al. (1995); Sivakumar
and Raj (1997).

Brand leaders draw a disproportionate amount of share
from smaller share competitors.

Allenby and Rossi (1991); Grover
and Srinivasan (1992); Russell and
Kamakura (1994).

Lower levels of price sensitivity found in households
that are more loyal.

Krishnamurthi and Raj (1991).

Advertising may play a role in decreases of price
sensitivity.

Kanetkar et al. (1992).

Unique advertising messages (e.g., product
differentiation for high quality products and low price
messages for low price leaders) may lead to a reduction
in the susceptibility to future price competition.

Boulding et al. (1994).

Communication-related effects

‘Halo effects’ related to the positive feelings toward a
brand can bias the evaluation of advertising of the
brand.

Brown and Stayman (1992).

Humour in advertisements seems to be more effective
for familiar or already favourably evaluated brands than
for unfamiliar or less favourably evaluated brands.

Chattopadhay and Basu (1990);
Stewart and Furse (1986);
Weinburger and Gulas (1992).

Consumers are more likely to have a negative reaction
to advertisement repetition with unknown as opposed to

Calder and Sternthal (1980).
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strong brands.

Familiar brands appear to better withstand competitive | Kent and Allen (1994).
advertisement interference.

Consumers who have a high level of commitment to a | Ahluwalia ef al. (2000).
brand are more likely to counter-argue with negative
information about that brand.

Strong brands are better able to weather a product-harm | Dawar and Pillutla (2000).
crisis. '

Source: Keller (2002: 152-53) (adaptation for a table format)
It is for reasons such as those in Table17 that many companies, including hotel companies,
have felt a need to unite behind their most successful brands through adopting national or

global branding stratcgies (Segal-Horn and Faulkner, 1999).

What is evident from this examination of the brand concept is that the original purposes of
branding, bascd around differentiating goods and services through the use of names and
logos, have been surpassed. The principles and practices of contemporary branding appear to
be more complex. The branding literature illustrates a multi-faceted concept with many
meanings. Fot cxample, following their content analysis of over one hundred articles from
trade and acadcmic journals, de Chernatony and Riley (1998) identified twelve different
themes included in contemporary brand definitions. These include the brand as a legal
instrument, as a logo, as a company, as shorthand, as a risk reducer, as an identity system, as
an image in consumers’ minds, as a value system, as a personality, as a relationship, as adding
value, and as an cvolving entity. These themes illustrate the various perspectives from which
* the brand concept has been viewed. These include the consumer perspective (e.g., brand as
shorthand and a risk reducer) and that of the brand-owning company (e.g., brand as a legal
instrument such as a trademark" used to protect brands from misuse by third parties, and a

value system uscd to define the guiding principles of an organisation). Regardless of the

" In the UK, a trademark is defined in the UK Trademarks Act of 1994 as ‘any sign capable of being
represented graphically which is capable of distinguishing goods or services of one undertaking from
those of another undertaking’ (Fogg, 1998: 72). In practice, most trademarks consist of a word or
words, logos, labels or combination of these (Fogg, 1998). Of interest to this particular research study
is that the oldest registered trademark in the UK is from the hospitality industry, namely the Bass ‘Red
Triangle’, the first application of which was filed in 1876 and remains on the register (Poulter, 2003). .
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range of interpretations, branding is used primarily by companies as a means of seeking and

sustaining competitive advantage.

The diversity of terminology is not confined to the core brand concept. The same observation
can be made about brand management terminology in general which comprises a large
vocabulary that includes some terms that suffer from a lack of clarity over their meaning. For
example, ‘brand essence’, ‘brand promise’, ‘brand values’, and ‘brand personality’, to name a
few. Whilst it is not a goal of this study to investigate the brand management lexicon, it is
relevant to point out that a key finding of this literature review has been the lack of agreement
of much of the terms associated with branding. In light of this, it is not surprising that
branding, as a topic of study, has been described as ‘a ragbag of poorly defined, overlapping
and inconsistent ideas’ (Shaw and Merrick, 2005: 87). This is a criticism that can be pointed

in the direction of the brand equity concept.

Brand equity

The brand equity concept emerged to reflect that brands can be valuable to their owners
(Randall, 2000). One of the earliest published definitions of brand equity was the ‘added
values with which a given brand endows a product’ (Farquhar, 1989). The principle behind
fthis, and many other definitions of brand equity, is that brands are capable of providing value
to the consumer and brand-owning company; if brands provide necessary value to consumers
they are likely to be loyal to it and would be willing to pay a price premium compared with
otherwise equivalent products (Holt, 2004). The brand equity concept has many advocates
(e.g., Aaker, 1991; Kapferer, 1997; Keller, 1998; Riezebos, 2003) and has generated much
interest in business and academia. Brand equity is clearly a topical issue in marketing
maﬁagement. However, since its birth the concept has suffered from a lack of clarity over its
specific meaning, which in turn has led to question marks over its practical uses. After all, if
there is little agreement over what brand equity is, its role in terms of brand management may
not be clear to corporate executives. For example, whereas in some contexts brand equity is

taken to signify the financial value of a brand asset on a company’s balance sheet, in
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marketing circles it typically reflects the strength of the brand based on consumer appeal
(Ford, 2005). Unfortunately, the situation is muddied further because between these two
polarised views of the concept there are different nuances of meaning. The following
chronological summary of the origin, development and evolution of the brand equity concept

provides useful background to current meanings.

The brand equity concept originated during the 1980s, although it is not evident when exactly
the concept was born and why (Riezebos, 2003). Following his review of the concept,
Feldwick (2002: 36) found that ‘it is not clear who invented the expression [brand equity],
but few uses of it have been traced before the middle of the 1980s’. Since then, the evolution
of the study of brand equity has been summarised as an initial high surge of interest during
the late 1980s and early 1990s, then a period of some disillusionment, and finally a more
stable development of brand management incorporating brand equity as an important tool

(Ford, 2005).

Within the literature, ihére is agreement that the concept originated as a financial term. For
example, according to Barwise (1993) and Riezebos (2003), brand equity became popular
initially as a financially-oriented term that emerged when a variety of brand-owning
companies were bought and sold for amounts signiﬁc;mtly in excess of the company’s

balance sheet value. As stated by Lindemann (2003):

The increasing recognition of the value of intangibles (including brands) came with
the continuous increase in the gap between companies’ book values and their stock
market valuations, as well as sharp increases in premiums above stock market value

‘that were paid in mergers and acquisitions in the late 1980s (Lindemann, 2003: 27).

In corporate acquisitions, it was argued by some that the difference between the price paid for
a company and the value of its net assets (referred to by accountants as ‘goodwill’) reflected,
at least in part, the market strength and future earnings potential of the acquired companies’

- brand names (Kapferer, 1997). Lindemann (2003: 28) suggested that companies paid for the

88



best performing bfands because ‘the brand is a special intangible asset that in many
businesses is the most important asset. This is because of the economic impact that brands
have. They influence the choices of customers, employees, investors and government
authorities’. This seemed to represent a transition from the brand being regarded as little
more than a product with a name on it, towards the brand being seen as an important

intangible asset with a demonstrable monetary value which in some cases can be substantial.

Given the apparent ability of branded products to enhance the financial value of the
companies that own them, it became increasingly accepted that brands can be an important
element of a company’s value (Kapferer, 1997). This led to phrases such as ‘brands are our
equity’ emerging‘ during the 1980s (Kapferer, 1997). Feldwick (2002: 36) states that at this
time ‘the brand stopped being an obscure metaphysical concept of dubious relevance’,
becoming ‘something that was worth money’. An argument was put forward that a
successful brand’s equity influenced the goodwill payments that companies were prepared to
pay in corporate acquisitions. Table 18 presents examples of the goodwill payments of a
selection of corporate acquisitions during the 1980s. For example, this table illustrates that in
1988 goodwill represented 88 per cent of the price paid by Nestlé in their take-over of
Rowntree, a company that included brands such as Kit Kat, After Eight, Quality Street, and
Rolo (Riezebos, 2003). The total price which Nestlé paid to purchase Rowntree was £2.5
billion although the company’s net assets were valued at only £300 million. This equated to a
goodwill payment of £2.2 billion (Miller and Muir, 2004).' Even though care has to be taken
when interpreting these figures (as there may have been other factors that influenced the
goodwill payments such as companies paying a premium for international product distribution
networks), they illustrate the corporate acquisition climate during which the brand equity

concept originated.

16 Other examples of the amounts paid by companies for other companies which owned branded
products during the 1980s are provided by Franzen (1999).
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Table 18: Examples of Goodwill Payments Associated with Brands in the 1980s

Buying Company Company Bought Goodwill as a % of the
Price Paid
Nestlé Rowntree 88%
Grant Met Pillsbury 88%
Cadbury Schweppes Trebor 75%
United Biscuits Verkade 66%

Source: Riezebos (2003: 285)

There are also examples from the hotel industry whereby branded hotel companies were
acquired with significant goodwill payments. For example, when Ladbroke acquired Hilton
International from Allegis in 1987, the ‘Hilton’ brand was valued at £276.7 million. This
amount still appears on the company’s balance sheet'” (Hilton Group Plc, 2004). This seems

to be a reflection that Hilton Group plc regards its ‘Hilton’ brand name as a valuable asset.

The recognition of the financial value of acquired brands on the balance sheet promoted
similar appreciation of internally-generated brands as valuable assets within a company
(Lindemann, 2003). Companies with strong brands considered their brands as important
company assets with a financial value regardless of whether they acquired them or developed
them internally (Seetharaman ef al. 2001). However, the financial valuation of brands and the
issue of whether or not they should be included on company balance sheets has been the topic
of international debate over the past two decades (Lindemann, 2003). The treatment of
brands in UK company accounts are regulated by Financial Reporting Standards. In 2006, the
regulations related to brands were Financial Reporting Standard 10 and Financial Reporting

Standard 11. Appendix 2 summarises these regulations.

During the late 1980s, the meaning of the brand equity concept widened to reflect the value
that consumers gained from purchasing brands. Brand equity became adopted by some

marketing professionals in an attempt to understand and explain the benefits consumers seek
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from brands, how branding can influence consumer perceptions and behaviour, and the role
that marketing can play in developing relationships between brands and consumers (Wood,
2000; Riezebos, 2003). It has been suggested that prior to the emergence of the brand equity
concept, the term brand image was typically used to represent the perceptions consumers had
of brands (Feldwick, 2002). However, during the late 1980s and early 1990s the traditional
expression of brand image was increasingly replaced by the seemingly more solid equivalent
term of brand equity (Feldwick, 2002). Although the brand equity concept emerged in the
US, the international profile of the concept was raised in academic marketing circles through
a conference organised by the Marketing Science Institute in March 1988.'® This conference
focused on ‘defining, measuring and managing brand equity’. As noted by Feldwick (2002:
32), the brand equity concept ‘achieved respectability when it was taken up by the prestigious
Marketing Science Institute, who held a major seminar on the subject in 1988, and has being
going strong ever since’. In the foreword to the conference proceedings, the Institute’s
President, F. Kent Mitchel, identified a need to focus on determining operational definitions
of brand equity to bmake it uséful to brand managers and corporate executives. He stated that
‘the concept of brand equity could be of significant use to management if it could be defined
and measured, and if some relationship of value to the consumer could be established’
(Marketing Science Institute, 1988). To this end, a variety of papers were presented by
academics at the conference, many of which involved presenting initial research ideas and
hypotheses for discussion, reflecting the evolutionary stage of the concept’s development at
the time. The conference proceedings concluded with a call for research, particularly around
the subjects of assessing the amount of actual or potential brand equity, creating and
maintaining brand equity, and expanding brand equity via brand extension (Marketing
Science Institute, 1988). Since this time, brand equity has been the subject of books, articles,

and conferences and seminars (Feldwick, 2002). It has also caught the imagination of

7 Ladbroke changed its name to Hilton Group plc in May 1999. In accordance with Financial
Reporting Standard 10 and Financial Reporting Standard 11, Hilton Group capitalises its acquired
intangible assets (including brands) and reviews the values annually.

'8 The conference was held on 1-3 March 1988 in Austin, Texas, USA.
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commercial researchers, who have developed methods to measure, track and optimise brand
equity (Feldwick, 2002). It seems that the brand equity concept is now part of common
academic and practitioner marketing vocabulary. For example, research undertaken by
Ambler (2003: 41) found that the term brand equity ‘is by far the most frequently used term to
describe a company’s market-based assets, followed by reputation’. However, a
chronological summary of the evolution of the brand equity concept such as this masks the
debate around the topic and the tensions that have emerged amongst researchers over its
meaning and uses. Whilst this has been a fertile area of research over the past two decades,
the meanings and uscs of the concept have been disputed by some. This will be examined
during the remainder of this chapter. From the marketing perspective, Keller (2003)

summarised the current situation with regards to the brand equity concept as follows:

The emergence of brand equity has meant both good news and bad news to
marketers. The good news is that it has raised the importance of marketing strategy,
which heretofore had been relatively neglected, and provided a focus for managerial
interest and research activity. The bad news is that the concept has been defined a
number of ways for a number of different purposes, resulting in some confusion and

even frustration with the term (Keller, 2003: 42).

Contemporary interpretations of brand equity

The review of the history of the brand equity concept illustrates how it has evolved into its
current meanings. The multifarious nature of interpretations of brand equity is exemplified
by Franzen’s (1999) rescarch. He identified 23 different academic and practitioner definitions
. of brand equity. Against the bewildering backdrop of different conceptualisations of brand
equity, this litcrature review identified attempts that have been made to provide some clarity.
Two broad classifications have been developed by Franzen (1999) and Feldwick (2002), both
of which are helpful in providing broad frameworks for understanding the brand equity

concept. Franzen (1999) drew together the various interpretations of brand equity into four
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main components: the presence of a brand in the consumer’s mind (i.e., an attitudinal
component); the brand’s influence on buying behaviour (i.e., a behavioural component); its
effects on a brand’s market position and financial results; and the financial value of a brand as
a company intangible asset which could be included on the balance sheet and is relevant if the
company is bought or sold. Franzen (1999) refers to the first two components as consumer
equity, the third as financial equity, and the last component as brand value. An alternative
categorisation was developed by Feldwick (2002). He considered that the meanings of brand
equity could be grouped into three categories. The first of these relates to the total financial
value of a brand as a separate company asset, when it is either sold or included on a
company’s balance sheet. The second is a measure of the strength of consumer attachment.
The final meaning is a description of the associations and beliefs consumers have of brands.
Not surprisingly, the range of meanings has resulted in significant confusion with the term

(Franzen, 1999; Randall, 2000; Keller, 2003).

Whilst there is undoubtedly some conflict amongst academics over the brand equity concept,
the literature identifies some apparent arcas of agreement. For example, following his review
of brand equity research within the marketing literature, Keller (2002) identified areas of
consensus amongst marketing academics, as shown in Table 19. Although it should be noted
that Keller’s view was based on studies set within the context of tangible goods, he still posits
their general relevance to services such as hotels. This is a helpful contribution as it raises the
debate of brand equity to a strategic level, above the quagmire of different definitions and
measures. Unfortunately, Keller fails to define some of the concepts in his proposition. For
example, no clarification of what is meant by added value is provided. This is important as it
is central to the first of his principles. He puts forward the hypothesis that there is a causal
relationship between past marketing activity and the added value created in a brand. In light

of this, an explanation of how he defined added value would have been helpful.
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Table 19: Agreed Principles of Branding and Brand Equity

Principles

1. Differences in outcomes from current marketing activities arise from the added value
endowed to a product as a result of past marketing activity for a brand

2. Value can be created for the brand in many ways

3. Brand equity provides a common denominator for interpreting marketing strategies
and assessing the financial value of a brand

4. The value of a brand can be manifested or exploited in many ways to benefit the
brand-owning company

Source: Keller (2002: xi-xii) (adapted for table format)

Other researchers have noticed additional areas of consensus. For example, Ford (2005) felt
that there is also some agreement amongst marketing academics that brand equity’s main
purpose is as an indication of the underlying strength of consumer desire for a brand (Ford,

2005).

Regardless of thé confusion over the meaning of brand equity, it has become a rich area of

| ‘research within academic disciplinés. According to Keller (2002), the main streams of

~ academic brand equity research have been set within the theoretical mechanisms of consumer
psychology, economics and sociology. Adopting a consumer psychology perspective, Keller
(2002) notes that researchers have ténded to investigate how consumers make brand-related
decisions. Consumer psychologists seek to understand and explain the roles which stimuli
(such as a consumer’s experience of the brand itself, brand communications, and ‘word of
mouth’ communication) play in triggering a behavioural response (Shaw and Merrick, 2005).
This includes theories of consumer brand-related decision-making such as how advertising
affects consumers’ feelings, associations and memories in relation to a brand (e.g., Du Plessis,
2005). For example, it has been proposed that this is important because advertising can create
and maintain brand equity through its ability to communicate the rational and emotional
benefits offered by brands, by creating and sustaining awareness, and affecting perceptions of

brand quality (Hackley, 2005).
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According to the economic perspective, notes Keller (2002), when consumers are uncertain
about a product’s attributes, branding can inform consumers about attributes and signal the
reliability of the product to deliver the benefits they seek. By reducing consumer
uncertainties, brands can lower search costs and reduce risks perceived by consumers. From
an economic perspective, Van Auken (2002) considered brand equity to reflect the power of
the brand in shifting the consumer demand curve of a product or service in order to achieve a
price premium or a market share gain. Finally, Keller (2002) observed that the sociology

perspective investigates issues such as the broader cultural meanings of brands and products.

In terms of the business environment, brand equity has been used primarily within the
marketing and finance functions (Baldinger, 1991). Marketers often think of brands as a
psychological phenomenon which stems from the perceptions of individual consumers (Holt,.
2004). Perceptions of products can account for different attitudes and behaviours towards
products (Foxall et al. 1998). It has been argued that marketing management should seek to
attract the consumer’s attention and communicate some key information about the product
(Foxall et al. 1998).; There have been a number of research studies that have focused on the
ways in which branding and brand perceptions affect consumer perceptions of product
characteristics and attributes (Foxall ef al. 1998). Findings indicate that consumer
perceptions of products derive from marketing efforts that focus on developing meaningful
brand associations for example, in addition to the physical characteristics of the product alone
(Foxall et al. 1998). In the marketing literature, brand equity definitions have emerged in two
main areas, namely consumer perceptions (e.g., consumer awareness of a brand, the benefits
or values that consumers associate with a brand, and the quality of a brand as perceived by
consumers) and how these perceptions influence consumer behaviour (e.g., how loyal
consumers are to a brand, and the willingness of consumers to pay a price differential for a
brand) (Myers, 2003). The marketing-oriented interpretations have been labelled as

‘customer-based brand equity’ (Lassar ef al. 1995; Keller, 1998; Franzen, 1999). This has
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been a welcome addition to the evolution of the brand equity concept if only to differentiate

the marketing and financial orientations of the term.

From the consumer point of view, it has been argued that brand equity represents the effects
of past marketing activity on current brand awareness and attitudes that cause consumers to
choose or recommend a brand more often and pay higher prices than would otherwise be the
case (Keller, 1998; Ambler, 2003). Awareness and attitudes are important concepts in many
studies of brand equity. Awareness has been defined as the number of consumers that
recognise a brand which can be measured either on an ‘aided’ / ‘prompted’ basis (e.g., with
questions such as ‘have you heard of Marriott?’), or ‘unaided’ / ‘unprompted’ basis (e.g., with
questions like ‘please mention five hotel brands’). Attitudes refer to what a consumer
believes about a brand and how strongly they feel about it (Farris et al, 2006). There are
various aspects of consumer attitudes that can be investigated (with regards to brands) such as
perceived value for money, and perceptions of quality (Farris ef al, 2006). It has been
suggested that the ability of a brand to influence a consumer’s buying behaviour is dependent
on the brand’s ‘equity’ (Woodward, 2000). Adopting a marketing orientation, Gregory and
Wiechmann (2001) considered brand equity to rest in the minds of consumers by stating the

following:

The power of a brand actually can be found in the minds of customers, in what they
have learned about the brand over time. Thus consumer knowledge is really the core
of brand equity. Dollars spent each year on marketing are not so much expenses but
investments in what customers know, remember, perceive and believe about the
brand, all of which can influence future directions for the brand to take (Gregory and

Wiechmann, 2000: 40-41).

The review of the literature identified surprisingly few attempts by researchers to investigate
the implications of brand equity on marketing practice. Much of the debate to date has

centred on developing alternative theoretical definitions of the subject. For example, as will
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be investigated later in this chapter, there is no empirical research that examines the
relationships between the various marketing tools available to hotel companies and the
development and management of brand equity. The hotel industry brand equity literature
focuses primarily on the consequences of brand equity (e.g., financial outcomes) rather than
how it can be built. Addressing this knowledge gap is necessary in order for brand managers
to understand how to prioritise their marketing investments to optimise the impact on the

long-term strength of their brands.

Even though brand equity has been researched within the field consumer psychology, the
brand equity literature has been criticised for making insufficient links between underlying
theories of consumer behaviour. One attempt was made by Teas and Grapentine (1996), as
shown in Table 20. They examined the role brand names play in consumer decision-making
processes and developed a conceptual framework that facilitates the measurement of brand
equity. The framework is based on the four-stage process of consumer behaviour, namely
information search, establishing the consideration, the purchase decision itself, and post-
purchase behaviour. This is a standard approach to the consumer behaviour process which
has been adopted by other marketing researchers (Foxall, et al. 1998). The conceptual
framework delineates mechanisms by which brand names have been shown to provide value
to consumers during the various stages of the buying processes through simplifying the
purchase decision, reducing perceived risk, and being a product feature that provides inherent
or intrinsic value directly to the consumer (Teas and Grapentine, 1996). For example, during
the information search stage of their model of consumer behaviour, Teas and Grapentine
(1996) suggest that brands add value to consumers by reducing the time and effort they have
to spend on deciding amongst alternative brands, as consumers possess sufficient awareness
and associations of the strongest brands to enable them to make a decision quickly.
According to Teas and Grapentine (1996), the framework raises two issues. From the
consumer behaviour perspective, the concept of brand equity derives its importance from the

impact of brand names on consumers’ evaluation of goods and services. Also, the concept of
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brand equity is complex and can be expected to influence consumer behaviour in a number of

different ways. Teas and Grapentine (1996) argued that due to the potential roles that can be

played by brand equity, marketers need to discover what constitutes brand equity for their

products and competing ones; without this knowledge, a company cannot effectively build on

the strength of its brands or position products against competitors.

Table 20: The Role of Brands in Affecting Consumer Choice

Brand Effects Information Evaluation 1- | Evaluation 2 - | Post-purchase
Issues Search Establishing Purchase Behaviour /
the Decision Evaluation
Consideration
Indicator of Reduce Inclusion
search attributes | information criterion
acquisition
Indicator of user Inclusion Risk reducer
attributes criterion
| Indicator of Risk reducer via
credence attribution
attributes indication
Brand loyalty / | Reduce | Decision Decision
inertia information simplification simplification
acquisition and risk
cffort reduction
Brand as a Inclusion Decision Satisfaction /
valued attributc criterion criterion prestige

Source: Teas and Grapentine (1996: 26)

Now that brand cquity from the consumer point of view has been examined, it is necessary to

turn the attention to the perspective of the brand-owning company. The financial literature

typically views brand cquity as the financial value that is generated by the brand for its

owners (Wood, 2000). For example, Doyle (2002: 157) defined brand equity as ‘the value of

the additional cash flows generated for a product because of its brand identity’. A similar

definition is offered by Simon and Sullivan (1993: 29), namely ‘the incremental cash flows

which accrue to branded products over and above the cash flows which would result from the

sale of unbranded products’. According to Simon and Sullivan (1993), the incremental cash

flows are based on the value consumers place on branded products and on the cost savings
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brand equity generates through competitive advantage. As found earlier in this chapter, there
is a view that the value consumers place on brands is related to the functions and benefits

offered by the brand.

There is evidence to suggest that the ability of brands to generate greater cash flows than
unbranded equivalent products is attractive to investors. Temporal (2002: 3) argued that, in
terms of companies listed on the London Stock Exchange, there is a gap between the market
capitalisation (i.e., stock market value) and net tangible assets (i.e., value on the company
balance sheet) of ‘heavily branded companies versus unbranded companies in the US and the
UK’. Temporal’s (2002) research found that around 70 per cent and over of the market value
of these corﬁpanies was represented by fthe companies’ intangible assets, including their
brands. Temporal (2002) stated that whilst there is a range of intangible assets (e.g., patents,
customer lists, ]i.censes, know how, and major contracts), the brand is becoming the biggest
item of market value. This may well be true but it is not evident from Temporal’s research
how ‘the brand’ was isolated from the other intangible assets to validate the claim that the

brand is increasing its importance as a feature of market value.

Whilst the majority of brand equity definitions can be classified as either consumer- or
company-oriented, there are also definitions of brand equity that incorporate both. For
example, Farquhar (1989: 24) developed one of the first published definitions, which was ‘the
added value with which a brand endows a product: this added value can be viewed from the
perspective of the firm, the trade, or the consumer’. VanAuken (2002: 17) also adopted a
combined consumer and company approach by suggesting that brand equity is ‘the
commercial value of all the associations and expectations (positive and negative) that people
have of an organisation and its products and services due to all experiences of,

communications with, and perceptions of the brand over time’.

So far this discussion has focussed on the general meanings of brand equity. However, it is

necessary to drill down on three particular interpretations of the concept. These are those
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developed by Aaker (1991; 1996) and Keller (1998; 2003), because of their apparent status
within the literature, and Berry (1999), due to it being the only example of a service industry
specific model of brand equity. A number of researchers have highlighted the contribution
made by both Aaker (1991; 1996) and Keller (1998; 2003) to the overall study and
development of the brand equity concept (e.g., Franzen, 1999; Ambler, 2003; de Chernatony
and McDonald, 2003). Aaker and Keller’s models share a number of common features. They
both approach brand equity from a managerial and corporate strategy perspective (which is of
particular relevance to this applied research study), but with a consumer psychology under-
pinning. Also, they both acknowledge that brand equity represents the added value endowed
to a product as a result of past investment in brand-related marketing, which as discussed
earlier in this chapter is a commonly argued principle of brand equity. The models created by
Aaker and Keller warrant more detailed investigation due to their profile within the branding

literature.

The brand equity concept was developed significantly by David Aaker (Miller and Muir,
2004). Others position Aaker’s work more strongly. For example, Dowling (2004: 233)
describes Aaker as ‘a founder of the brand equity concept’, and Shaw and Merrick (2005: 87)
stated that ‘David Aaker’s is perhaps the best-known theory [of brand equity] and is by far

the most sophisticated’. Aaker (1991) defines brand equity as follows: '

A set of brand assets and liabilities linked to a brand, its name and symbol, that add
to or subtract from the value provided by a product or service to a firm and/or to that
firm’s customers. For assets or liabilities to underlie brand equity they must be
linked to the name and/or symbol of the brand. If the brand’s name or symbol should
change, some or all of the assets and liabilities could be affected and even lost,
although some might be shifted to a new name and symbol. The assets and liabilities

on which brand equity is based will differ from context to context. However, they can

' This definition has been repeated in two subsequent books authored by Aaker (i.e., Aaker, 1996; ‘
Aaker and Joachimsthaler, 2000).
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be usefully grouped into five categories: brand loyalty; name awareness; perceived
quality; brand associations in addition to perceived quality; and other proprietary

brand assets — patents, trademarks, channel relationships, etc (Aaker, 1991: 15-16).

Aaker’s model of brand equity is a complex construct built upon five dimensions. Figure 1
illustrates these and shows the benefits and value Aaker suggests is created to consumers and
the brand-owning company. The first of these is brand loyalty, which Aaker describes as the
level of attachment a consumer has to a brand that can be reflected in various ways such as
consumers making repeat purchases of the same brand over time, or their unwillingness to
switch from one brand to another. Brand name awareness is the ability of a potential buyer to
recognise that a brand is a member of a certain product category (e.g., hotels). Perceived
quality represents the consumer’s perception of the overall quality or superiority of a brand
with respect to its intended purpose, relative to alternative options. Brand associations relate
to anything ‘linked’ in a consumer’s memory of a brand. Finally, other proprietary brand
assets include patents and trademarks. Aaker’s model can be viewed as incorporating a mix
of assets related to consumer perceptions (i.e., brand awareness, brand associations and
perceived quality) and consumer behaviour (i.e., brand loyalty). Aaker (1996) states that the
management of brand equity involves investment by the brand owner to create and enhance
these assets. Aaker (1996) suggested that, as perceptions are connected to loyalty, a key role
of brand management is to create positive consumer perceptions in the minds of the brand’s
target consumer groups. In the case of the hotel industry, consumer groups include business
travellers, conference delegates, or holiday-makers. Even though Aaker focuses on the results
of managing brand equity, he fails to address the important issue of the costs associated in
achieving these results (Shaw and Merrick, 2005). For example, how should investment be-
focused to maximise the different dimensions of brand equity? Should it be equitable across
each of the dimensions of his model, or should spending be prioritised in certain areas? Itis -

argued that an understanding of the costs associated with building and maintaining brand
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equity would be a key consideration of many hotel companies to inform their budgetary

practices, as will be examined later in this chapter.

Figure 1: Aaker’s Model of Brand Equity
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* Trade leverage

* Attracting new customers .
. . Provides value to
Brand loyalty ——| * Time to respond to competitive threats — customer by enhancing
: customer’s:
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. —»! processing of
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* Brand to be considered purchase decision
* Use satisfaction
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« Differentiate / position
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* Price
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* Extensions enhancing:
« Efficiency and
Brand associations | | * Help process / retrieve information | ;?:gcrt;:rr;zsss of marketing
» Differentiate / position — Brand logalty

* Reason-to-buy * Prices / margins

« Create positive attitude / feelings .
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- . « Competitive advantage
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Source: Aaker (1991)

As will be seen later in this chapter, although Aaker’s model has been used as the basis for a

number of brand equity studies, it has faced some criticism over its theoretical robustness.

According to Keller (2003: 59), ‘the power of the brand lies in the minds of consumers’; a
hypothesis that placés Keller firmly in the customer-based brand equity camp. Similar to
Aaker, Kellér considers this power is based on consumer perceptions in terms of what they
have learned, felt, seen, and heard about the brand as result of their experiences over time.
Keller (1998; 2003) suggests that the challenge for marketers in building strong brands is to

ensure that consumers have the right type of experiences with products and services and their
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accompanying marketing activities so that the desired thoughts, feelings, images, beliefs,
perceptions and opinions become linked to the brand. Keller (2003) defined customer-based

brand equity as follows:

The differential effect that brand knowledge has on consumer response to the
marketing of the brand. A brand is said to have positive customer-based brand equity
when customers react more favourabiy to a product and the way it is marketed when
the brand is identified as compared to when it is not (e.g., when it is attributed to a

Sictitiously name or un-named version of the product) (Keller, 2003: 60).

A central construct in Keller’s interpretation is ‘brand knowledge’. Brand knowledge refers
to brand awareness and brand image (Keller, 2003). According to Keller (2003), brand
awareness relates to whether and when consumers know the brand, and consists of two
elements, namely brand recognition and brand recall performance. Brand recognition reflects
the ability of consumers to confirm prior exposure to the brand when given the brand as a cue
(e.g., when a list of brands from the same product category is shown to consumers). Brand
recall represents the ability of consumers to retrieve the brand from memory when given the

product category, such as hotels.

Keller (2003) illustrated how customer-based brand equity can work by referring to the results
of product comparison tests. He cited the example of blind taste tests, whereby one group of
consumers samples a product without knowing what the brand is, and another gfoup samples
the same product knowing the name of the brand. The goal was to investigate the influence
of a consumer’s knowiedge of the brand name on their attitudes towards the product. Keller
(2003) noted that differences often arise in the opinions of the two groups despite the fact that
the groups are consuxﬁing the same product. Keller is not the only researcher to note this
phenomenon. For example, Lury (2001) also felt the findings of blind tests supported the
existence of brand knowledge effects. The effect of this is illustrated in Table 21 which was

based on two food product brands. This table shows the preferences for each brand shown as
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a percentage. Lury (2001) hid the names of the actual brands for reasons of confidentiality.

According to Lury (2001), the table suggests that Brands A and B appear to score roughly

equally on physical, function performance (i.e., taste), but Brand B had considerably more

‘added values’ due to the preference of this brand when consumers were aware of its name.

Unfortunately, due to the nature of the hotel product, it is difficult to construct a similar blind

test for hotels. However, it could be surmised using Keller’s hypothesis that experience

through use of a hotel brand develops brand knowledge and therefore influences perceptions

of added values.

Table 21: Example of A ‘Blind’ versus ‘Named’ Branded Product Test (% of sample

preferring each brand)

‘Blind’ ‘Named’
Brand A 49% 33%
Brand B 51% 67%
TOTAL 100% 100%

Source: Lury (2001: 3)

Based on this litcrature review, it appears that Keller (2002) has developed the most
comprehensive approach to how brand-owning companies can develop brand equity through
marketing management. Keller (2003) argued that brand owners can influence consumer
knowledge of a brand through three factors. The first of these is the initial choices for the
brand clements or identities that comprise the brand. For example, brand names, logos,
symbols and slogans. Secondly, the marketing activities and the manner by which the brand
is integrated to them. According to Keller, this marketing activity is most likely to
incorporate the arcas of product, pricing and communication strategy. For example, a
principal goal of advertising is to ensure that the brand is in the consumer’s consideration set,
particularly in the casc of new or emerging products where there is often a need to create
awareness. Oncc awareness has been created, advertising can be used to develop positive
consumer associations towards the brand. With regards to product strategy, Keller (2003)
argues that a goal is to develop tangible and intangible benefits that appeal to consumers.

According to Keller (2003), the product is at the heart of brand equity; it is the primary

104




influence on what consumers experience with a brand, be it directly themselves or from what
they hear from others. Finally, other associations can be indirectly transferred to the brand by
linking it to some other entity. For example, the brand may be linked with a certain company

or country. Figure 2 shows the antecedents and consequences of Keller’s model of brand

equity.
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Keller built upon his customer-based brand equity model into what he termed ‘the brand
value chain’; shown in Figure 3 (Keller and Lehmann 2003). This was created to assist with
the strategic management of brands by companies (Keller and Lehmann 2003). Suggesting
that the different interpretations of brand equity may not be incommensurable, the brand |
value chain links consumer and financial conceptualisations of brand equity into a single
causal modei. From the point of view of brand management, this appears to be a useful
contribution in that it links different brand management stages and outlines possible
relationships between each stage. The brand value chain attempts to represent how value can
be created at different stages. According to this model in the first stage, marketing activity
affects the consumer’s mind-set or ‘brand knowledge’ (i.e., via brand awareness, associations,
attitudes, attachment or activity). This is one of few brand equity models identified by this
literature review that attempts to link brand-related marketing activity (e.g., product
development, marketing communications, and employee-related marketing) with the creation
- of brand equity. In the second step, consumer mind-set / brand knowledge affects the brand’s
market performance (i.e., via price premiums-elasticities, market share, expansion success,
cost savings and profitability). In the third and final step, the brand’s market performance
affects shareholder value (i.e., via share prices and market capitalisation). However, it
appears that no empirical research has been published that investigates the relationships
between the different stages of the brand value chain. Although not specifically commenting
on the virtues of the brand value chain, Feldwick (2002) questions the validity of brand equity
causal models that are based on the assumption that brand strength correlates with financial
value. According to Feldwick (2002), causal relationships between the different elements are
difficult to demonstrate due to a lack of supporting evidence. For example, Feldwick (2002)
stated that there are many factors that influence a brand’s performance in addition to those
conceptualised by brand equity, such as the size and distribution of the brand. He suggested
that large brands, particularly market leaders, derive a great deal of competitive strength from

their relative size. Although Keller and Lehmann’s (2003) model can be criticised for a lack
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of challenge through empirical research, it is considered a useful contribution in that it

provides a framework for companies to manage their brands strategically.

Figure 3: Keller and Lehmann’s Brand Value Chain

Marketing Consumer Brand Shareholder
Programmes Mindset Performance Value
* Product * Awareness * Price premiums « Share price
» Communications * Associations * Price elasticities * Price eamings ratio
* Employee * Attitudes  Market share * Market capitalisation
* Other * Attachment « Expansion success
* Activity * Cost structure

« Profitability

Source: Keller and Lehmann (2003: 29)

One of the few service industry specific models of brand equity was proposed by Berry (de
Chernatony and McDonald, 2003). At the heart of the model is Keller’s interpretation of
customer-based brand equity. The model was based on his research of 14 service companies
in the US. This included one hotel company, Bergstrom Hotels, which had three hotels based
in Wisconsin. The other companies were from the following sectors: securities brokerage and
investment; restaurant; market research; lease finance; mattresses; car rental; air travel; office

furniture; tour operation; sport; grocery; and insurance.

Berry (1999) considered service industry brand equity to be developed by how the company
presents itself (via communication of its identity and purpose through its advertising, facilities
and appearance) and the customer experience with the company. Berry (1999) identified that
the most successful service companies have used the following four main ways to build
strong brands: have a conscious effort to differentiate the brand from others; mean something
important to target markets by achieving better than cémpetitors and communicate that fact to

consumers; make an emotional connection so that the brand evokes feelings of closeness,
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affection and trust in the consumer; and internalise the brand by getting the employees to

‘live’ the brand’s values and ideas (Berry, 1999).

Even though Berry’s model of brand equity is useful in the context of this study, as it is set
within the specific context of service industries, this literature review did not find any
attempts to examine critically the model against larger samples. For example, only three
hotels were used as part of the sample of businesses upon which the model was built. This
leaves question marks around whether the model would apply to much larger successful

national and international branded hotel chains.

Brand equity management and measurement

Rationale for brand equity management and measurement
The goal of brand management should be to develop and implement brand strategies to
achieve brand success (de Chernatony and Riley, 1998). To this should be added a need to
evaluate the effectiveness of brand strategies; after all, many brand-owning companies invest
significantly in their brands. Unfortunately, the literature fails to define the criteria used to
measure a brand’s success, and among the studies which do there is disagreement regarding
whether the measures should be business-based, such as profitability and market share,
consumer-based, such as brand awareness and associations, or a combination of both (de
Chernatony, et al., 1998). Regardless, some researchers have argued that one way of
developing successful brands is through a focus on enhancing brand equity. For example,
Keller (2003) stated that strategic brand management involves the design and implementation
of marketing programmes and activities to build and manage brand equity. With regards to

. brand equity’s potential role in brand management, key considerations for brand-owning
companies seem to be how they should measure the value they have developed in their brands

and how this value could be exploited.

Against a backdrop of an evolving marketing environment (e.g., constantly shifting consumer

expectations and behaviour), effective brand management requires proactive strategies
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designed to at least maintain — if not actually enhance — brand equity (Keller, 1999). A
stream of brand equity research has emerged investigating the role brand equity can play in
brand management, and the appropriate measures that should be used to evaluate brand equity
performance. Unfortunately, dﬁe to the limited consensus over what brand equity actually is,
a plethora of different measures have been proposed. Also, in some cases different
approaches to brand equity measurement have been developed and put forward that measure
broadly similar aspects of brand equity (e.g., approaches that measure brand awareness),
which generates further confusion. Before examining these features, it is necessary to assess

the rationalc that has been put forward for measuring brand equity.

A central principlc of brand equity appears to be that to maximise the strength of brands over
the long-term, branding activity should not be just another short-term marketing tactic (such
as advertising and sales promotion) of the company; instead brand management should be
viewed strategically and holistically by involving the entire organisation (including having the
active engagement of the Chief Executive Officer), and all functions not just marketing
(Aaker and Joachimsthaler, 2000; Davis, 2002). The argument seems to be unless this is the
situation, how can brand management be effective? However, before the emergence of the
brand equity concept, there was a common view that branding was another communications’
issue controlled solcly by marketing departments (Kapferer, 1997). For example, the role of
marketing was often to raise awareness of the company’s brands or to use sales promotions to
generate a growth in sales for a limited period. However, the shift from a focus on short-term
effects (e.g., immcdiate sales and profits) to the more long-term approach, associated with
brand equity, can crcate problems when justifying brand investments and allocating
marketing budgcts (Aaker and Joachimsthaler, 2000). For example, brand building may
require consistent investment over many years, which may actually depress profits over the
short term (Aaker and Joachimsthaler, 2000). Many of those that believe in this approach
suggest that if the company’s most senior executives do not believe in this approach, it will

fail (Aaker and Joachimsthaler, 2000).
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Effective brand management seeks ways of building the value of the brand name so that it
will acquire a strong market appeal (Lazer and Layton, 1999). As discussed previously in this
chapter, many of the conceptualisations of brand equity are based on the over-riding principle
that brands provide value to consumers in various ways (e.g., confidence that the brand being
purchased will provide them with the functions and benefits sought, and satisfaction through
use of the brand). Clearly, brands are not created as ends in themselves, but ultimately for the
functions they perform for parties in an exchange relationship; for both buyers and sellers
(Capon et al. 2001). Capon ef al. (2001) argued that brand equity takes time to develop and is
a perishable resource; if unattended, brand eﬁuity will be eroded by market forces. If brand
equity reflects aspects of the brand’s performance such as awareness and perceptions of
-quality, this makes sense. For example, brand awareness would not erode overnight (e.g., it is
likely that many UK consumers would still remember the ‘Trust House Forte’ brand of hotels
even though it has not traded under this name since the 1980s), but without on-going
activities to maintain the brand in consumer consideration sets, the market recognition and
relevance of the brand is likely to be reduced. A number of academics agree that brand equity
is a fragile asset that needs to be managed carefully (e.g., Aaker, 1991; Kapferer, 1997;
Keller, 1998; Kotler, 2000; Davis, 2002; Temporal, 2002; de Chernatony and McDonald,
2003; Riezebos, 2003; VanAuken, 2002). For example, VanAuken (2002) suggests that
although brand equity is critically important to a company’s success, it is often taken for
granted and inadequately protected, especially in times of crisis and to meet short-term
company needs. The growing body of academics that posit the ‘brand equity as an asset’
argument consider branding to be a strategic management process where the long-term view
of developing brand equity should be considered in addition to focusing on short-term sales
and profit figures (e.g., Aaker and Joachimsthaler, 2000). Achieving this balance between
short- and long-term performance measures may be challenging for many companies,
particularly given the focus of Annual Reports and Accounts on performance indicators such

as sales (as opposed to other brand performance measures).
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Marketing as a corporate activity has been criticised for being unaccountable (Shaw and
Merrick, 2005). Indeed, marketing has been described as ‘one of the least understood, least
measurable functions at many companies’ (Farris et al., 2006: xv). This is interesting given
the amount of money many companies spend on marketing activities. For example, TRI
Hospitality Consulting (2004) found that, in 2004, average marketing expenditure reflected
between one and five per cent of hotels’ total income in the UK. Across a chain of hotels, this
would reflect a large investment. For example, the researcher worked, on a consultancy basis,
with a UK hotel chain that regularly spent between £5 million and £7 million per year on
marketing activities (excluding staff costs). Some of the criticisms pointed in the direction of
marketing and its activities such as branding, include the following: it has failed to engage
sufficiently with the top levels of many organisations, possibly through the lack of relevant
information produced to inform corporate decision-making; and investors have a lack of
confidence in and understanding of much of the marketing performance information,
including brand performance (Shaw and Merrick, 2005). Because of the lack of strategically
relevant information, marketing spending within companies is typically volatile, with
spending going up and down year-to-year depending on available corporate budgets and the
priorities for the year in question (Shaw and Merrick, 2005). Should this be the case, the
ability to strategically manage and plan brand activities would be diminished. To manage
brand equity, and for it to be an accountable feature of corporate decision-making, it is
important to monitor and measure its performance (Ambler, 2003). Prasad and Dev (2000:
24) stated that ‘if brand equity is key to future business success, it makes sense that one
should have a way to quantify and measure such equity’. Whilst this may be sensible at the
abstract level, the different definitions of brand equity make it hard to use in practice by
marketers (Teas and Grapentine, 1996). The various conceptualisations of brand equity have
resulted in a lack of consensus over how brand equity should be measured and how to
evaluate marketing interventions to enhance brand equity (Mackay, 2001a). There are a

variety of methodologies available for measuring and evaluating the performance of brands
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which vary in terms of their purpose, definition and outcome. Before the existing brand
equity measures are identified and assessed, it is important to step back and consider the

reasons cited in the literature for measuring brand equity.

Various reasons have been cited in the literature for measuring brand equity. For example,

during a Marketing Science Institute seminar on ‘brand equity metrics’, held in 1999, a

~,
N\

number of purposes for measuring brand equity were outlined by those present. These
included guiding marketing strategy and tactical decisions, assessing the extendibility of a
brand, evaluating the effectiveness of marketing decisions, tracking the brand’s health over
time and compared with that of competitor brands, and assigning a financial value to the
brand in balance sheets and financial transactions (Ailawadi, ef al. 2003). Others have
developed longer lists of the rationale for brand equity measurement. In terms of measuring
the financial outcomes of brand equity, Temporal (2002) mentions the following reasons:
supporting thé financial valuations of brands in mergers or acquisition situations; explaining
the financial performance of brands externally to company investors and internally to
employees; assisting in the allocation of marketing budgets; balance sheet reporting;
informing the setting of licence and franchise fees; securitised borrowing (i.e., using the
future income potential of brand names as security to borrow money); tax planning; and new

product and market development assessment.
Brand equity operationalisations and measures

As examined earlier in this chapter, brands are complex entities with many dimensions
depending on the purpose of the definition, or the perspective from which the brand is being
viewed. Due to this, it has been argued that brand performance should be measured using
many parameters (de Chernatony, 2001). As brands are mulii-dimensional constructs, any
evaluation of their performance needs to assess a variety of parameters, including consumer-
based and company-based criteria (de Chernatony, 2001). However, different researchers

have proposed alternative criteria for assessing the performance of brands (de Chernatony,
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2001). Another practical challenge faced by managers when attempting to measure brand
equity is dealing with the numerous interpretations of the concept, each leading to a different
set of measures (de Chernatony and McDonald, 2003). Table 22 indicates this by showing
measures associated with different conceptualisations of brand equity. The table also
illustrates starkly the complexity of the brand equity concept not only with regards to the
different conceptualisations, but also the various sub-concepts which themselves have
multiple meanings (e.g., ‘brand meaning’, ‘brand value’, ‘total utility’, and ‘brand strength’).
This table also illustrates the range of different brand equity measures available to assist with
brand management. For example, the customer-based measures seek to investigate how the
brand is perceived by customers, which provides some guidance for brand-related marketing,
such as communication activity. Of the conceptualisations shown in Table 22, two were part
of hotel industry studies (i.e., Cobb-Walgren et al.. 1995; Prasad and Dev, 2000), both of

which are examined in detail later in this chapter.
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Table 22: Conceptualisations and Measures used in Brand Equity Studies

Researcher

Conceptualisation

Measure

Customer Perspectives

Aaker (1991; 1996)

Brand awareness
Brand loyalty
Perceived quality

Brand associations

Perceptual and behavioural
conceptualisation

Srivastava and Brand strength Brand strength (customers’ perception and

Shocker (1991) behaviour) + fit = brand value (financial
outcome)

Keller (1998; 2003) | Brand knowledge Brand knowledge = brand awareness +

brand image

Blackston (1995) Brand meaning Brand relationship model: objective brand
(personality characteristics, brand image) +
subjective brand (brand attribute)

Kamakura and Brand value Brand value = tangible value + intangible

Russell (1993)

Value: Segmentwise logit model on single-
source scanner panel data

Swait et al. (1993)

Total utility

Equalisation price measuring

Park and Srinivasan
(1994)

Difference between
overall preference and
preference on the
basis of objectivity
measured attribute
levels

Brand equity = attribute based + non-
attribute based

Francois and
MacLachlan (1995)

Brand strength

Intrinsic brand strength

Extrinsic brand strength

Lassar et al. (1995)

Performance
Social image
Commitment
Value

Trustworthiness

Evaluate only perceptual dimensions

Discover a halo across dimensions of brand
equity

Agarwal and Rao
(1996)

Overall quality

Brand perception / brand preference / brand
choice paradigm
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Choice intention

Yoo and Donthu
(2001)

Brand loyalty
Perceived quality

Brand awareness /
associations

Validating Aaker’s conceptualisation

Cobb-Walgren et al.
(1995)

Brand awareness
Perceived quality

Brand associations

Relationship with brand preference and
usage intentions (Aaker, 1991)

Prasad and Dcv
(2000)

Brand performance

Brand awareness

Hotel brand equity index = satisfaction +
return intent + value perception + brand
preference + brand awareness

Financial Perspectives

Simon and Sullivan
(1993)

Incremental cash
flows which accrue to
branded products

Brand equity = intangible assets — (non-
branded factors + anticompetitive industry
structure)

Comprehensive Persp

ectives

Farquhar (1989)

Added value with
which a given brand
cndows a product

Respective evaluation of firm’s, trade’s,
and consumer’s perspective

Dyson et al. (1996) | Brand loyalty Consumer value model: proportion of
expenditure X weight if consumption
Brand attitude
Motameni and Global Brand Equity | Brand strength (customer, competitive,
Shahrokhi (1998) (‘GBE’) global potency) x brand net earnings

Source: Kim and Kim (2004: 553)

One of the most comprchensive brand equity measurement frameworks identified by the

literature revicw was that developed by Aaker (1996). It is comprehensive as it includes a

wide range of different measures that illustrate the composite nature of brand equity, rather

than individual measures fhat focus on one particular aspect. Aaker (1996) developed what

he termed the ‘Brand Equity Ten’. This is a set of ten aspects of brand performance based on

his model of brand equity. According to Aaker (1996), as discussed previously in this

chapter, loyalty is a core dimension of brand equity. This, he argued, is because a loyal
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customer represents a barrier to entry to competitor brands, a possible price premium, time to
respond to competitor innovations, and a defence against price competition. Due to this,
Aaker places loyalty as a central component of his brand equity measurement framework, as
shown in Table 23. The table illustrates the breadth of measures sugge;ted to be able to
monitor and evaluate brand equity performance. However, the majority of measures are
consumer-based, with only one financially-oriented (i.e., price premium). With many brand
equity supporters, including Aaker, advocating various financial outcomes of strong brands, it
is perhaps surprising as to why other measures are not included. For example, Aaker’s (1991)
conceptualisation of brand equity includes a statement that brand equity can create value for
the brand-owning company through the efficiency and effectiveness of marketing

programmes which, due to a reduced need for certain marketing expenditure (e.g.,

advertising), can improve operating profit margins.

Table 23: Aaker’s ‘Brand Equity Ten’

Measure Method

Loyalty Measures 1. Price premium

2. Satisfaction / loyalty

Perceived Quality / Leadership Measures 3. Perceived quality

4. Leadership / popularity

Associations / Differentiation Measures 5. Perceived value
6. Brand personality

7. Organisational associations

Awareness Measures 8. Brand awareness

Market Behaviour Measures 9. Market share

10. Market price and distribution coverage

Source: Aaker (1996: 319)

Whilst a variety of brand equity performance measures have been developed, the actual

critical examination of their use has been limited. For example, this literature identified only
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two reviews that compared the different measures, namely Agarwal and Rao (1996) and
Mackay (2001a). Both studies examined the ability of the same ten consumer-based
measures of brand equity to estimate brand choice and market share, and the relationship
between the different measures. Table 24 shows the measures used in the Mackay (2001a)
study. The measures were categorised into ‘indirect measures’ and ‘direct measures’.
Indirect measures are concerned with identifying the possible sources of brand equity such as
brand awareness and attitudes towards the brand. Direct measures attempt to assess the added
value of the brand in terms of brand preference and choice intentions (Mackay, 2001a).
Mackay’s research found that the best measures of brand equity in terms of their correlation
with market share were the brand awareness measures of brand recall and familiarity. The
research suggested that people are likely to be aware of, and more familiar with, the credit
card brands théy use or perhaps have uséd in the past (Mackay, 2001a). Whilst this is a useful
piece of research that empirically tests a number of brand equity measures against each other,
the findings may not be generalisable in other contexts, such as the hotel industry, or even
possibly outside of the US. An observation that can be made from this study is that there are
different opcrationalisations for the same aspects of brand equity. For example, according to
Table 24, brand awareness can be operationalised in two ways, namely unaided recall and

familiarity.
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Table 24: Brand Equity Constructs, Operationalisations and Data Collection Methods

Construct | Operationalisation Method
Awareness | Unaided recall (I) Per cent of respondents.
Awareness | Familiarity (I) Six-point scale, where 1 was “I hate this brand” and 6 was “my
favourite brand”.
Attitude Weighted attribute | Estimated by the sum of ten product features multiplied by their
)} respective importance.
Attitude Value for money Six-point scale, where 1 was “poor” and 6 was “excellent”.

@

Attitude Quality of brand Seven-point scale, where 1 was “inferior” and 7 was “superior”.
name (I)
Preference | Overall evaluation | Six-point scale, where 1 was “poor” and 6 was “excellent”.
@)
Preference | Derived brand Dummy variable logit regression was performed using pair-wise
index (D) preference data. The dependent variable was the proportion of
: the times that one brand is preferred over another brand across
the whole sample. The brand coefficients were used as the
brand equity measures.
Brand Dollar metric Dummy variable logit regression was performed using price
preference | measure (price premium information. The dependent variable was the price
premium for difference at which the person would switch from one brand to
switching) (D) another brand. Brand coefficients were used as the brand equity
measures.
Choice Purchase intention | 0-100 point scale, 0 was “not at all likely” and 100 was “almost
intention | (D) certain” that the respondent was likely to purchase a brand.
Choice Brand specific Discrete choice technique (MNL) was carried out. Seven choice
intention choice intention - sets, with each of the four brands being either present or absent

(D)

in the choice set, were shown to respondents. Each of the
brands was then allocated a probability of being selected. The
coefficient of the utility function for each brand were used as
brand equity measures.

Note: (1) = indirect measures and (D) = direct measures.
Source: Mackay (2001a: 41)

Approaches have also been developed to investigate specifically the financial value of brands.

Lindemann (2003) summarised the financially-oriented approaches of brand valuation. First

are the cost-based approaches which view the value of the brand as the aggregation of all

historic costs incurred, or replacement costs required, in bringing the brand to its current state.

Then there are approaches for determining the financial value of a brand on the basis of

something comparable (i.e., another similar brand which was recently sold). There are also
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approaches for calculating the net present value of future price premiums that a branded
product would command over an unbranded or generic equivalent. Finally, there is the
economic use approach whic.h assesses brand value through the calculation of the value of the
brand to its owner in terms of the net present value of the profit stream attributable to the
brand. Thé latter is an approach used by companies such as Interbrand and Brand Finance
(Shaw and Merrick, 2005). Business Week produce an annual ranking of the world’s most
valuable brands in conjunction with Interbrand. Based on the 2004 ranking, the world’s most
valuable brand was Coca-Cola (valued at US$67,394 million), followed by Microsoft
(US$61,372 million), IBM (US$53,791 million), GE (US$44,111 million), and Intel
(US$33,499) (Shaw and Merrick, 2005). It is interesting to note that no hotel brands
appeared in the 2004 ranking. The listing was dominated by physical goods’ brands, with
vrelatively few service brands making the list. McDonald’s achieved the highest placing for a
service company, ranked seventh with a value of US$25,001 million (Shaw and Merrick,

2005).
Operational considerations of brand equity management

This examination of the brand equity concept raises a number of operational issues with
regards to how it can be used practically for brand management purposes. Whilst sound
reasons have been put forward for measuring consumer and financially-oriented brand equity
to support brand management practice, and a varicty of measures have been developed to
assist companies in each case, there is little guidance available that advises brand-owning |
companies in terms of how brand equity can be incorporated as part of their brand
management. For example, Baldinger (1991) noted that many companies’ marketing and
financial functions have historically been separated, leading to a fragmented approach to
evaluating investments in brands due to different functional objectives and priorities. As
discussed previously in this chapter, one model that sought to link the consumer- and
financial-orientations of brand equity was the Brand Value Chain developed by Keller and

Lehmann (2003). If implemented effectively and efficiently within an organisation, it seems
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that such a model would assist in placing brand equity at the heart of corporate decision-
making, and making the concept more accountable. This is something that appears to be
needed. Research undertaken with UK company finance directors in 2000 found that whilst
brands were regarded as the most important company asset after employees, 82 per cent of the
finance directors questioned had difficulty in measuring marketing effectiveness (Goodchild
and Callow, 2001). Some have observed a general discrepancy between the apparent
importance of brand equity and the failure to effectively measure its performance. For

example, Ambler (2003) suggested that:

Auditors may concern themselves with company assets right down to the last
paperclip but brand equity, by far the most valuable asset in companies, still does not

appear on their radar screens (Ambler, 2003: 41).

What is unclear from observations such as those made by Ambler (2003) are reasons for the
dichotomy between the apparent status of brand equity, as a valuable company asset, and the
inability, or perhaps lack of interest, of many companies to measure it. Unfortunately, there
are no explanations for this mismatch available in the literature. However, reasons may be
surmised, such as the limited understanding of what brand equity actually is and how it can be
used practically in terms of brand management. It may also be because brand equity has
failed to be accepted by the most senior corporate executives and in some instances remains
within the control of marketing departments. To try to address issues such as these, Keller
(2003) suggests that organisational internal structures and operational procedures should be
tailored to capitalise on the usefulness of the brand equity concept and that the information
that is collected with respect to it. He posits that companies should embrace branding and
brand equity to counter risks that brand activities will focus solely on a short-term perspective
(e.g., to generate sales through activities such as sales promotions), rather than a need to
consider longer term effects also. Keller (2003) also emphasises a requirement for internal
branding activities to ensure that staff are properly aligned with the brand and what it

represents. This he argues is particularly important in service companies, such as hotels, as
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the actions of staff that deliver the service can reinforce or hurt the equity of the brand. As
discussed in Chapter 2, there is a requirement for on—going‘ staff training to ensure that the
service is delivered to the required standard, as well as many hotel companies having standard
operating procedures in place for their brands. However, Keller (2003) suggests that these
can be complemented by the introduction of a ‘brand equity measurement system’, which he
defines as a sct of organisational procedures designed to improve the understanding and use
of the brand equity concept within a company. There are three steps to implement such a
system, as follows: (1) creating a brand equity charter that formalises the company’s view of
brand equity and provides guidelines to marketing managers within the company as well as
marketing partners outside the company (e.g., advertising agencies); (2) assembling brand
equity reports which draws together relevant performance measures into a single document
which is then distributed to management on a regular basis (e.g., monthly, quarterly, or
annually); and (3) dcfining brand equity responsibilities within the organisation to ensure that

the brand is managed cffectively throughout the organisation.

Criticisms of the brand equity concept

It has been suggested that the subject of branding is in transition from alchemy to science
(Shaw and Merrick. 2005). Mirroring this appears to be the sub-topic of brand equity.
Although there have been some bold statements as to the role and stature of brand equity in
corporatc strategy and marketing management, such as those highlighted in Chapter 1 of this
thesis and carlicr in this chapter, the concept appears to be at a nascent stage of development
as a topic of critical academic investigation. This is supported by Mackay (2001a: 38) who,
as mentioned in C haptvcr 1, provided the fo]lowihg view on the current state of brand equity

research:

A myriad of unrelated studies, the result is a multitude of different conceptualisations
of the concept and reference to even more ways of measurement. In other words,
there is no common consensus about what brand equity means and how a firm can

measure the value of the brand.
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Shaw and Merrick (2005: 87) seemed to support Mackay’s (2001a) analysis by summarising

the state of the branding and brand equity literature as follows:

What emerges is not so much a theory of how brands influence people, but, instead, a
ragbag of poorly defined, overlapping and inconsistent ideas, paying little or no
regard to the consumer behaviour theory upon which the branding authorities often

claim their subject is founded.

The foregoing examination of the brand equity concept has highlighted a number of areas
where the concept has generated debate amongst researchers and practitioners. It has also
raised a number of criticisms associated with the concept. In light of the previous discussion
of the different definitions and measures, and the confusion this has created, it is not
surprising that the brand equity concept has been the subject of criticism. However, the
concept has also been challenged for other reasons. For example, Dowling (2004) considers
one of the main criticisms about brand equity to be the lack of underlying theory that relates,
what he terms, the drivers of brand equity (such as levels of awareness and customer 10ya1¥y)
to its outputs (such as greater market share and financial performance) for a strong brand.
Others suggest there is a disconnection between models of brand equity and the theoretical
grounding of relevant various disciplines. Although brand equity research has been set within
different theoretical mechanisms, a criticism has been the weaknesses of links with
underlying theories such as consumer psychology (Shaw and Merrick, 2005). With the
prominence of consumer-oriented interpretations of brand equity, based on consumer

knowledge of brands, this appears to be a major limitation of the brand equity literature.

There have also been criticisms as to the relationships between different components of the
various brand equity models. For example, whilst Randall (2000) does not disagree with the
dimensions of Aaker’s brand equity model on an individual basis, he considers there to be no
evidence that they are related systematically to a single concept of brand equity. Randall

(2000: 23-24) asked the following questions of Aaker’s model: ‘Are the factors weighted
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differently and, if so, how? Do the weights vary between different product fields, and even
different brands? How exactly do the ratings translate into confidence in the purchase
decision or use satisfaction?’ Feldwick (2002) acknowledges that Aaker’s brand equity
model incorporates the principal concepts that have been associated with brand strength
which can be measured objectively. Feldwick (2002: 41) feels that Aaker’s model ‘can be
criticised for lacking an underlying theory that relates the five ideas [dimensions of Aaker’s
model] to each other’. The particular criticism directed at Aaker’s model of brand equity
may reflect the fact that it is one of the original and most established conceptualisations.
After all, even though Aaker’s model has attracted some criticisms regarding its theoretical
robustness, it appears to have some status in that it has been employed in a number of brand
equity research studies, including some within the context of the hotel industry (as will be

discussed later in the next section of this chapter).

Some question the usefulness of the brand equity concept generally. For example, Feldwick
(2002) acknowledged a need to manage brands with a view to their long-term market position
and for managers to respect the relationship that brands have with consumers. He considers
there to be many different kinds of performance indicator already available to company
executives to monitor these factors, such as ‘market share’. He also suggests that a financial
value can be put on brands as assets when necessary if, for example, the brand is acquired as
part of a corporate acquisition. All this, Feldwick (2002) argues, can be done without
assuming the existence of anything called brand equity. He concludes his argument by stating
‘we might find the whole area easier to understand if people stopped using those words
altogether’ (Feldwick, 2002: 57). This is unlikely as the plethora of brand equity research
indicates a relevant concept that has been picked-up by some brand owners as a way to
conceptualise the performance of their brands. Against this backdrop, Dowling (2004) raises
a point of caution by stating that ‘because the debate about brand equity is as yet unresolved

... marketers would be wise to treat this concept with great care’.
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Whilst the brand equity literature is growing, there are significant knowledge gaps concerning
practical uses. Surprisingly, given the apparent importance of brand equity in contemporary
business, the examination of the practical applications and uses of brand equity to managers
has generated limited academic attention. Barwise (1993: 99) states that ‘overall there has
been remarkably little empirical work on the financial, managerial, and strategic aspects of
brand equity’. Ambler (2003) found through his research that although brand equity is
regarded as an important concept and one worthy of being researched in many companies, it
often lacks awareness and appreciation at the most senior levels of many companies. Part of
the reason for this situation may be the lack of understanding over the concept, a situation
hardly helped by the multifarious meanings of the concept and various measures that have

been developed.

This review has so far addressed generic meanings and operationalisations of branding and
brand equity. However, there is an array of contemporary branding applications, including
physical goods (such as commodities and ‘high-tech’ products), services, people, and
geographical locations (Keller, 2003). Aaker (1996) suggests that the nature of brand equity
varies from context to context. This implies that brand equity should be defined within
particular contexts. One such context is the hotel industry. Given this, in order to truly
understand the concept of brand equity within the hotel industry, there is a need for this
research study to analyse the hotel specific brand equity literature, and investigate the views
of hotel industry practitioners. Much of the empirical research undertaken to date has been
conducted within the context of goods with physical form, such as the ‘fast moving consumer
goods’ markets (such as food and drinks). By comparison, the literature focused on services
branding is limited (Turley and Moore, 1995; de Chernatony and Segal-Horn, 2001; Krishnan
and Hartline, 2001; Mackay, 2001b; Moorthi, 2002; Kim ef al., 2003). With respect to the
state of the services brand equity literature, Krishnan and Hartline (2001) summed up the

situation as follows:

125



While brand equity associated with tangible goods has received a great deal of
attention in the literature, a basic understanding of the nature of brand equity for
services has yet to emerge. Most of what is known about brand equity for services is

based on theoretical or anecdotal evidence (Krishnan and Hartline, 2001: 328).

Even within the small, albeit growing, body of service industry literature, there are
weaknesses. The few articles that explore explicitly the development of service brands
typically contradict each other (Turley and Moore, 1995). This is partly due to the different
interpretations of the concept used. ‘Mirroring the state of the wider extant service industries’
literature, critical academic attention afforded to hotel industry brand equity has been limited
(Olsen et al. 2005). A review of the hospitality management literature undertaken by Bowen
and Sparks (1998) identified a need for future research to address issues associated with
brandirig. Olsen et al. (2005) highlighted a dearth of empirical research that has focused on
hotel industry branding and brand equity. This knowledge gap has been corroborated by the
literature review undertaken for this research study. It appears that the practice of hotel
industry branding and brand equity management outweighs somewhat the academic attention
afforded to it. The current empirical research output can be of little use to hotel industry
brand managers in developing the performance of their brands. In order to better understand
the practical uses of brand equity, Mackay (2001b) advocated empirical research to explore
the managerial practices within service industries with regards to if and how brand equity is

managed.

Now that the generic literature-based meanings and uses of branding and brand equity have
been investigated, it is essential to focus specifically on hotel industry brand equity. This is
necessary to examine if and how definitions and uses differ with the generic literature, or if

there are areas of consensus.
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There appears, however, to be sufficient evidence in the literature that suggests the brand
equity concept is both part of the lexicon of the hotel industry, and is used practically. Jiang
et al. (2002) suggest that the Chief Executive Officers of hotel companies recognise that

brand equity influences company share price and shareholder value. PriceWaterhouseCoopers

(2001: 2) summarised the situation by stating the following in the context of the hotel
industry: ‘no longer is brand equity an ephemeral concept — it can be measured and be linked
directly to the enhancement of shareholder values’. Regardless of whether this is actually
the case or not, given the previous discussion about the lack of agreement over the meaning of
the brand equity concept and the different ways it can be measured, it does indicate that the
concept has status within the hotel industry. Indeed, based on public announcements made in
various press rclcascs, it seems that certain hotel companies appear to regard brand equity as
important. For example, following an alliance with EIH Limited involving the re-branding of
the Oberoi Towers Hotcl in Mumbai, India, as ‘Hilton Towers’, Hilton International
announced in a press release ‘the alliance brings together the international brand equity and
extensive worldwide marketing resources of the Hilton Group and the highly regarded
expertise of the Trident Group (the hotel property’s owner)’ (Hilton International, 2003).
Similar scntiments have been stated in press releases following other corporate transactions
made by Hilton International. Also, when Bass purchased Holiday Inn in 1990, the strength
of Holiday Inn’s brand ecquity was cited as a consideration in the transaction (Higgins, 1996).
Marriott International also regards brand equity as an important concept. For example, in
2005 the Scnior Vice President of Marketing of Marriott International, Rita Cuddihylgtated
that ‘marketing is about léveraging opportunities, knowing where your strengths are and
using them to directly impact brand equity’ (McMullen, 20055] It is interesting to note that
these hotel companics are large and international (with hotels in many countries). For
example, as discussed in Chapter 2, in 2003 Holiday Inn was the second largest hotel brand
worldwide (in terms of hotel bedrooms), with Marriott the fourth, and Hilton the fifth (if you

combine the ‘Hilton’ branded hotels of both Hilton Hotels Corporation and Hilton
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7.1

International). Although the statements made by, for example, Hilton International and
Marriott International indicate a use of brand equity, it is not evident how they define the

concept. It is also not evident from the literature review whether smaller hotel companies

(e.g., hotel chains that operate in one country only) have adopted the brand equity concept for

brand management purposes.

Empirical Hotel Brand Equity Studies

The literature review undertaken for this study identified four empirical research studies that
investigated hotel brand equity. These are outlined in Table 25, along with the definition of
hotel brand equity used in each case. Three of the studies used Aaker’s (1991) interpretation
of brand equity either fully (Kim ez al. 2003; Kim and Kim, 2004) or in an abbreviated form
(Cobb-Walgren, 1995). In the case of the other (Damonte ef al. 1997), a financially-oriented

perspective was adopted.

Table 25: Hotel Industry Empirical Brand Equity Studies

Study

Title of Paper

Definition of ‘Hotel Brand Equity’

Cobb-Walgren
et al. (1995)

Brand equity, brand
preference, and
purchase intent.

Adaptation of Aaker’s definition of brand equity
— i.e., the perceptual components, namely brand
awareness, brand associations and perceived

quality (pp. 31-32).

Damonte et al.
(1997)

Brand affiliation and
property size effects on
measures of
performance in lodging
properties.

‘Incremental cash flow resulting from the product
with the brand name versus that which would
result without the brand name. Source of this
incremental cash flow are: (1) increased market
share; (2) premium pricing; and (3) reduced
promotional expense’ (p. 3). -

Kim et al. The effect of Aaker’s definition of brand equity — i.e., brand
(2003) consumer-based brand | awareness, brand image (associations), perceived
equity on firms’ quality and brand loyalty (p. 339).
financial performance.
Kim and Kim The relationship The study was the same as that published by Kim
(2004) between brand equity et al. (2003). Given this, it also employed

and firms’ performance
in luxury hotels and
chain restaurants.

Aaker’s definition of brand equity — i.e., brand
awareness, brand image (associations), perceived
quality and brand loyalty (p. 552).
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Based on their observation that there is little empirical evidence of how brand value is created
and what its precise effects are, Cobb-Walgren et al. (1995) sought to explore the
consequences of brand equity. The study had a particular purpose to investigate the effect of
brand equity on consumers’ brand-related preferences and purchase intentions. In order to
investigate this, they studied brands within two sets of product categories, including hotels.
Hotels were selected as a service category with a fairly high financial and functional risk
associated with purchase. The other category was household cleansers, which was chosen
given its lower risk profile (relative to hotels). The brands chosen in each category were
similar in physical attributes, but varied significantly in the level of advertising support. The
reasoning cited for this was that advertising is a primary mechanism for creating
psychological differentiation among brands and for enhancing brand equity. The hotel brands
studied were Holiday Inn and Howard Johnson. Two sources of information were drawn on
for the identification of the brands upon which the research would be based. The first were
consumer reports which rated brands across a range of industries. These were used as they
were considered by the researchers to be an objective published source of consumer
perceptions of the physical features of brands. Consumer reports rated brands across a range
of criteria specific to each product category. For example, in the case of hotels the criteria
included an overall satisfaction index, cleanliness, size of bedroom, bed comfort, climate
control, noise, etc., each of which was rated. The other source was ‘Leading National
Advertisers’, which provided lists of advertising expenditures by brand. Although the study
outlines the sources of information used to identify the brands in each category, there is no
explanation as to why these brands were selected specifically over other available options. In
terms of the hotel brands, it was found that Holiday Inn spent US$26.2 million in 1990,
whereas the advertising expenditure of Howard Johnson was US$4.1 million. The method for
the research was a survey administered to US students. Although the authors of the study
defended their decision to use a convenience sample made up of students because these

students were users of the respective product categories, the authors rightly identify this as a
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potential weakness of the study. The survey focused on measuring brand equity, and then
measuring brand preferences and user intentions. The study employed the perceptual
dimensions of Aaker’s (1991) definition of brand equity: brand awaréness, brand associations
and perceived quality‘. The research found that, across both categories, the brand with the
higher advertising budget yielded substantially higher levels of brand equity. In turn, the
brand with the higher levels of brand equity in each category generated significantly greater
preferences and purchase intentions. Unfortunately, the study did not differentiate between
different types of advertising such as print, television, radio and outdoor advertising. Because
of this, it is not possible to identify whether specific types of advertising were more effective

than others, and the influence this may have had on the results.

Viewing brand equity from the company perspective, Damonte ef al. (1997) investigated the
influence of brand affiliation and hotel property size on performance. The study used the
standard hotel industry indicators of average bedroom occupancy and average daily rate as
indicators of performance. These indicators were regarded by Damonte e? al. (1997) as
appropriate as Aaker (1996) suggested that higher than average market share and price
premium may be indicative of the existence of brand equity. Even though there are many
bold claims made about the strong performance of branded hotels when compared to un-
branded, independently owned hotels (as examined in Chapter 2), this was the only empirical
academic study found that sought to compare the financial performance of branded hotels
against unbranded hotels using time-series analysis. The time-frame of the research was
January 1992 to December 1994. Although this appears a reasonable time frame, it is not
clear whether the findings of the study would have been different if completed over a
different period, given the influence of the economy and other external factors on consumer
demand for hotels (as discussed in Chapter 2). An attribute of this study was the size of the
sample used. Based on a sample of 378 branded and independent hotels from South Carolina
in the USA, the study found that average occupancy for brand affiliated hotels compared to

independent hotels varied across the different property sizes, but only approached
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significantly higher occupancies in properties with between 55 and 70 bedrooms. The
average daily rate was found to be higher in independent hotels across the entire range of
properties (i.e., with from 40 to over 700 bedrooms). While the results suggest that brand
affiliation may generate some advantage in terms of occupancy levels, it does not appear to
provide sufficient advantage to demonstrate the existence of brand equity. Damonte et al.
(1997) noted that the study findings are not necessarily representative outside of South |

Carolina, which is clearly a limitation of the study.

Based on the premise that there has been very little research that examines the relationship
between brand equity and performance in the hotel industry, Kim et al. (2003) undertook
empirical research to examine the underlying dimensions of consumer-based hotel brand
equity, and how‘they affect the ﬁnaﬁcial performance of hotel companies operating in the
South Korea luxury hotel market. Two hypotheses were developed to be tested by the study.
The first was that consumer-based brand equity in high performance hotels versus low
performance hotels differs with respect to the attributes of brand loyalty, brand awareness,
perceived brand quality, and brand image. The second hypothesis was that consumer-based
brand equity and these four components will have a significant effect on the financial
performance of the corresponding brand. In terms of performance, the revenue per available
room (or ‘RevPAR’) indicator was used for a sample of luxury hotels. The information
related to 1997 to 2000. The selected 12 branded hotels used for the study were Ritz-Carlton,
Inter-Continental, Westin Chosun, Marriott, Hyatt, Hilton, Lotte, Radisson Plaza, Ramada |
Renaissance, Sheraton Walker-hill, Shilla, and Swiss Grand. The study is not clear how these
hotels were selected. For example, the study fails to clarify whether this is the entire
population of luxury hotels in the area or just a sample. The hotels were categorised as either
‘low’ or ‘high’ performance hotels using the median of the RevPAR figure as a dividing line.
The research to investigate consumer views of the different components of brand equity of the
sample hotels involved distributing self-completion qﬁestionnaires to Korean travellers at

- Kimpo airport in South Korea. The sample upon which the research was based comprised



513 completed questionnaires. The study found that consumer-based hotel brand equity is
best understood as a composite construct represented by the four underlying perceptual and
behavioural dimensions identified by Aaker (1991), namely brand awareness, brand loyalty,
perceived quality and brand image. The results imply that strong brand equity can cause a
significant increase in RevPAR, and a lack of brand equity in hotel companies can damage
potential income (Kim ef al. 2003). Another key finding of this study was that there was a
particularly strong relationship between consumers’ perceptions of quality of the hotel brand
and financial performance. According to Kim et al. (2003), this may be because luxury hotels
require better service delivery systems to customers. Unsurprisingly, given this finding, the
authors suggest that hotel companies should manage perceived quality carefully. A slightly

modified version of the same study was published in a different journal (Kim and Kim, 2004).

Although the above studies are the only empirical academic studies identified during the
literature review, it is important to mention empirical research conducted by Business
Development Research Consultants. They undertake an annual survey of hotel guests
travelling for leisure and business reasoné as part of their Hotel Guests Survey. The survey
investigates brand awafeness (i.e., ﬁnprompteci and prompted), usage, and choice preference.?
The survey is undertaken on behalf of hotel companies, and the full findings are not in the
public domain. However, conference presentations of some of the key findings have been
published (e.g., Tarrant, 2003). For example, during their European survey undertaken during
2003, Business Development Research Consultants found a relationship between the number
of hotels that are part of a branded hotel chain’s portfolio and unaided recognition (Tarrant,

2003). The hotel brands with most properties achieved significantly greater levels of unaided

 The Business Development Research Consultant British Hotel Guest Survey was established in 1982.
It is subscribed to by the major hotel companies. The 2005 survey consisted of three components: (1)
marketing sizing using questions placed on the NOP Omnibus Survey in November 2004 with a sample
which was representative of all adults in Britain; (2) business guest research based on 500 interviews
with ‘ABC1’ users of chain or star rated hotels in the previous 12 months for business reasons; and (3)
leisure guest research based on 500 interviews with ‘ABC1’ users of chain or star rated hotels in the
previous 12 months for leisure reasons.
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