











The Provenance Chain

5. High quality
revenue growth

High quality revenue growth is the
combination of quantity of sales and

quality of sales: having more customers

who purchase more often, and who are

more loyal, leading to increased share,

and lower price sensitivity. This creates
increased revenues, cash flow, profits and
shareholder value. High quality revenue
growth increases when there are multiple
brands within a portfolio. Increased loyalty
and "higher value, more profitable customers"
will happen because "customers will be less
likely to look elsewhere, and they will be more
likely to forgive if there is a mistake."65
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Provenance chain leadership

Provenance
chain
leadership

All brands have a provenance. For some, that provenance
is centuries or decades old. For others, the provenance
is newly created.

Provenance defines the past, but is essential for engaging
in the present, and preparing for the future.

Provenance chain leadership means taking focused
actions that will generate a strong foundation of the past,
in order to build a strong present and future of high quality
revenue growth.
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Be a strong leader in Pioneering Brands for real needs

the markets in which .

you choose to compete. luxury travel and occasions

Market leadership is profitable. Not all In April 1946, the founder of Pan Keeping brands healthy requires

TRl A1 the e Be e derirem American Airways, Juan Trippe, on-going familiarity with trends,

force. Identify markets and market had a vision to bring high-quality customer needs, occasions and

potential: Segmentation is key. hotel accommodation to the end of problems, and marketplace changes.

Needs and occasions change as every Pan Am flight. In 1949, the first IHG uses customer needs-based

people age. Focusing on specific markets InterContinental® hotel was opened market segmentation work to support

and their potential allows business to in Belém, Brazil and from there, its portfolio of distinctive brands.

be meaningfully relevant to customers. InterContinental® Hotels & Resorts This strategic commitment informs

Use segmentation to address emerging extended a trailblazing portfolio the launch of new brands, the shaping

el Ene] UneEeares] rerkeis. across the world, becoming the first of their provenance, as well as new
international luxury travel hotel brand. designs and innovations rolled out

in its existing portfolio.

Be consistent The brand's heritage has been amplified

over the years through the opening of Recognising an unmet demand for
Consistency defines quality, making landmark, and now iconic, hotels - each a holistic wellness travel experience,
it a driver of quality perceptions. with a trusted reputation for high-end IHG launched EVEN® Hotels in 2012,
Consistency defines a high level of service and outstanding location. the hotel industry’s first and only hotel
performance. Customers engaged The Willard InterContinental® brand created with wellness at its core.
with a business expect consistency Washington, D.C. has been at the centre Similarly, HUALUXE® Hotels & Resorts
i || across functions, across geography, of political life in Washington since 1818, marks an innovation in the industry,
"l | across divisions, and across branded whilst InterContinental® Paris Le Grand as the first international hotel
——— portfolios. Consistency creates credibility is a visual emblem of the French capital's brand designed specifically for
and is the foundation for trust. People compelling past. InterContinental® Chinese travellers.
" B : prefer to do business with businesses Davos, home to world leaders every year
: - they trust. Ffrovenanoe is the consistent for the famous World Economic Forum IHG's most recent example is avid™
% story of heritage. summit in Switzerland, represents a heicls. The brend wes Eundhed
modern-day example of exquisite design in 2017 on the back of extensive
ot with a breath-taking backdrop. research identifying an expanding and

underserved $20 billion segment in the
US midscale market - where IHG has a
very strong track record. These travellers
are today served with inconsistent prices
and varied service, and avid's proposition
is to deliver a hotel stay that offers the
basics done exceptionally well,

at a consistent and fair price.

Hotel Indigo Lower East Side New York, New York, US
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Provenance chain
leadership (continued)

Generate goodwill

Goodwill is an asset that makes a brand
more valuable. Goodwill derives from the
brand's reputation of credibility, integrity and
responsibility. A brand's worth is reflected in
the "goodwill element of its brand name."66
The company's stock price reflects both its
tangible and intangible (goodwill) assets.
Even though goodwill is an intangible asset,
"research shows a significant and positive
relationship between intangible assets and
shareholder value."6”

Create lifetime loyalty

Provenance enhances the perceived

value of a customer loyalty programme.
These programmes contribute to creating
lasting customer loyalty and generating
lifetime brand attachments. Innovative,
compelling loyalty programmes can cement
brand relationships over time, leading to
greater profitability for the business.

"Customers whose initial patronage
levels were low or moderate gradually
purchased more and became more loyal.
Loyalty programmes can increase the
commitment of frequent users
and reduce their price sensitivity.
Loyalty programmes can increase
customers' brand preference, and make
them more profitable customers. For light
buyers, the loyalty programme broadens
their relationship with a firm into other
business areas." (Liu, Journal of
Marketing, 2007)68

Build employee pride

Employees play a powerful role in

shaping brand perceptions through
positive communications with all
stakeholders. Proud employees
communicate well beyond their place

of work. Proud employees' advocacy of

the business enhances perception among
external and internal stakeholder audiences.
Employee pride translates into higher job
satisfaction. Employee pride and satisfaction
contribute to customer satisfaction.

A strong brand is a unifying cultural entity
and internal branding can play a key part
in this process. When people understand
the purpose of the organisation they
work for and believe their efforts are on

they operate with strength and optimism.
Internal branding that "turns a brand
promise into an organisational reality"
increases brand loyalty but requires a
serious, coordinated programme at all
levels of the company. (Raj and Jyothis,
Journal of Economic Development,
Management, IT, Finance, and

Marketing, 2011)69

Zappos CEO, Tony Hsieh: "Customer
service shouldn't be just a department,
it should be the entire company.”

(Kull, Mena, and Korschun, Journal of
Business Research, 2016)7°

behalf of a credible business with integrity,

IHG
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Provenance chain leadership

Grow franchisee loyalty

In a franchise business, franchisees are a
special group of stakeholders, investing
money, time and effort into money, time
and effort into brands. A meaningful trusted
relationship with franchisees helps build
the equity of the franchised brand(s).

When franchisees trust the franchisors,

and when the franchisor trusts the
franchisee, there is direct, positive influence
on the brand performance - a result of
positive actions on behalf of the brand.”’
Any relationship is built on trust. A trustworthy
relationship with franchisees will lead to
making equitable brand decisions.”?

Trust is key: It reduces risk and strengthens
the franchisee's intention to maintain and
invest in a long-term relationship.”3

Building strong franchisee
partnerships

Strong stakeholder partnerships build
trust, shared values, and a commitment
to a corporation's brands. The IHG Owners
Association was created in 1955 and has
led to close partnerships with thousands
of hotel owners and operators globally.
The aim of the Association is to closely
match owners with the right brands and
markets, and to help drive hotel employee
performance, richer guest experiences
and increased revenues. IHG runs owner
surveys to keep up-to-date with opinions
and needs, and holds multiple meetings
and large-scale conferences to share
ideas and strengthen ties. As a result,

IHG sees greater owner investment in
design, innovation and service as guest
needs evolve over time, as well as
expansion of its brands into new markets.
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Develop stakeholder confidence

Stakeholders - media, opinion leaders,
influencers, customers, franchisees,
investors, suppliers, analysts, vioggers,
bloggers, and employees - have different
expectations needing different outcomes
from messaging and actions. Stakeholder
relationships are valuable resources for
superior competitive performance, and are
"sources of equity for total brand equity."7
Stakeholders' relationships with the

brand create value, opening up profit
creating opportunities.”> A brand's
provenance builds stakeholder confidence
that the company will do what it promises.
The brand must communicate its brand
provenance to investors, whose actions
affect the financial valuation of the firm
through adjusting the stock price.’6

And, because a review of stock analysts
reveals that understanding intangibles

is more difficult and sometimes
misinterpreted.’’

Be a good global citizen

Responsible business practices influence
customers' decisions. Providing and
communicating social good and generating
positive reputation can "significantly impact"
preference and purchase. Responsible
actions go beyond sustainability and
community out-reach to include improved
employee treatment. Responsible business
practices can provide an affective boost to
brands without altering customer beliefs
about the individual brands.”8 Appropriate
responsibility strategies, focusing on
stakeholders' interests, are more likely

to result in a competitive advantage.’®

Businesses previously used financial
performance to assess responsible actions,
but today focus on the "strategic use of
social responsibility to build competitive
advantage,” linking indirectly to financial
performance. Providing social good,
generating positive reputation, can
"significantly impact" enterprise performance:
This creates a foundation for future
responsible business actions.80 "Brands with
a demonstrated commitment to sustainability
grew over 4%, while those without saw less
than 1% growth."81 Responsible business
programmes are more effective when
supported by a strong provenance.

Although "customers in emerging markets
still appear to be focused more on the quality
of brands and, to some extent, stakeholder
CSR practice, as these provide direct benefits
to customers... Chinese customers are
beginning to use CSR information to evaluate
brands. ... A brand can become more
preferable to Chinese consumers through
CSR efforts and investments." (Liu, Wong,

Shi, Chu and Brock, Journal of Services
Marketing, 2014)82

"CEOs in 2015 showed

that they are increasingly
recognising the link
between sustainability,
innovation, customers,
reputation, trust building,
talent retention, and
business growth - all of
which relate directly to
building an emotional
bond with customers." (The
Conference Board, 2016)*

Creating more
hospitable places

Businesses and brands become better
when they have the best interests of
their communities in mind. IHG has

an established history of responsible
business practices and launched the
IHG® Foundation in 2016, building on
the positive impact the company has
driven through its corporate responsibility
initiatives over a number of years.

From skills in hospitality to preparing

for the next disaster, the aim of the

IHG Foundation is to support those in
need and help make our world a more
hospitable place. Since its inception, the
IHG Foundation has made more than 60
grants to 35 organisations globally.

IHG colleagues and staff all over the
world rally behind the foundation and
employees annually celebrate an internal
IHG event, IHG Foundation Week. In 2017,
more than 100,000 colleagues came
together to raise over $350,000.

A record-breaking one million pledges
were made across hotels and corporate
offices in nearly 80 countries, including
200,00 hours of volunteering.
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