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Introduction

This is written, in part, from the perspective of a participant/observer and my 

personal observations are reflected in the results and conclusions. During the period from 

mid-2003 through early-2006, I had significant amounts of travel, primarily business with 

some personal. During this time, I spent over 250 nights in hotels. These stays lasted 

from over night trips to week-long stays. These were largely, but not exclusively, Hilton

Hotel Corporation brands. I came to be quite familiar with the Hilton on-line reservation 

system. When choosing a topic for this paper, I decided I would like to learn more about 

how Hilton came to choose this system and what other purposes it served within the 

corporation.

History
Hotel Industry

While hotels have been in existence since ancient times, the modern hotel traces 

back to the advent of railroad travel. Rail travel brought with it many more business 

people, initially in the form of traveling salespeople. These hotels were, for the most part, 

all independently owned and operated. Since these establishments were relatively small, 

and supplies were all obtained locally, there was no great need for a formal information 

system. In the 19th century, with the advent of pleasure travel, the resort hotel was born.

In 1908 the Buffalo Statler Hotel opened in Buffalo, NY, to serve the growing 

class of business travelers. From this hotel grew the Statler Company, which was to 

become the first chain operation in hotel keeping. In 1954, this became part of the Hilton 

Hotel chain.
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Chain hotels became prevalent in the decades following World War II. With the 

advent of chain hotels, travelers came to expect a certain level of consistency within a 

hotel chain’s properties. As hotels migrated from independently owned and operated 

establishments to parts of a larger corporation, the need for Information Systems grew. 

Information Systems would be needed for increased efficiencies in, among other areas, 

purchasing, sales, and reservations.

(Hotel, n.d., hotel, 2007, Hilton, Conrad, 2007, and Hilton Hotel, n.d.)

Hilton Hotel Corporation

The Hilton Hotel chain began in 1919, when Conrad Hilton purchased the Mobley 

Hotel in Cisco, Texas. Through acquisitions and the building of new properties, Hilton 

became the first coast-to-coast hotel chain in America. Conrad Hilton believed that the 

corporation should own each of the properties and all of the shops and restaurants that 

operated in the hotels. He believed that, even if these “services” were provided by an 

outside contractor, they reflected on the hotel and he wished to be able to maintain a high 

level of service quality. (Hilton, 1994, and Hilton Hotel, n.d.)

Today the Hilton Corporation includes ten different brand names, each directed to 

a different market segment, from its flagship brand Hilton Hotels to the “economy” 

Hampton Inn to the luxury Waldorf-Astoria Collection. 

In total, the Hilton chain comprises nearly 2,800 hotels with 485,000 rooms. It 

operates in more than 80 countries and employs 150,000 people. (Hilton Hotels 

Corporation) Hilton is one of the largest Hotel chains in the world.
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Although the Hilton Hotel Corporation has worldwide operations, its customers 

(guests) still expect a certain level of consistency in the lodging they choose and in the 

level of service. Therefore, it is imperative that the Hilton Hotel Corporation have an IT 

system which will help assure this consistency as well as minimizing expenses and 

maximizing returns (profits). The corporate offices and franchisees also expect to have as 

near real time data as possible to assure smooth and profitable operation of their hotel 

properties.

Why do Hotels need IT?

As noted in the History section of this study, until fairly recently, hotels were very 

much a local business. Hotels offered very few amenities and travelers did not expect

much beyond a room with a bed. In the early 1900’s, the chain hotel business began to 

take form and later coast-to-coast hotel chains came into existence. This all occurred 

along with increased business and pleasure travel. With increased travel, and with the 

hotel chain having business units spread over a larger geographic area, some form of 

Information System (IS) became necessary. With increased business and improved

technology an Information Technology (IT) System became possible. IS and then IT 

became necessary to have a consistent method of tracking and maintaining business 

operations. Later, as customers expectations changed, IS/IT became necessary to ensure 

consistency of meeting customer needs.

Ward and Peppard (2002), beginning on page 100, discuss three questions that 

should be addressed before instituting an IT project. These questions, for our purposes, 

can be stated as:



Schwartz: Impact of IT on Hilton Hotels
Page 6

1. How can IT affect the services offered by the hotel industry?

2. How can IT affect the market for hotel services and customer behavior?

3. How can IT impact the economics of hotel operations?

IT in the Hotel Industry

Although Hilton instituted a corporate wide common IT solution in 2003, the 

hotel industry, as a whole, although recognizing the need, did not yet even have any 

technology standards in place. (Paul, 2003) Purchasing Systems Solutions (2004) 

describes how IT can assist in managing inventory and purchasing. Of course, a principle 

inventory item for hotels is the number of rooms available. Although, in the short run, 

this is fixed, IT can help maximize the use of this inventory item. Customer Relationship 

Management Solutions (2005) gets to the key item in this study. It discusses how IT can 

assist in the gathering and use of customer data to be used to personalize the guests stay 

in the hotel. By personalizing the experience, the guest feels “special” and is more likely 

to return to the same hotel, thus aiding in the maximization of return on the inventory 

asset (the room).

Hotel Technology Next Generation, reported on June 21, 2005, details the

progress made by Hotel Technology Next Generation (HTNG) in defining and 

implementing “… the first ever branding and certification program for hotel 

technology…” While this is an impressive accomplishment, it comes three years after 

Hilton Hotel Corporation launched its own IT System. The article goes on to describe 

how hotels have historically built systems with different networks for support of different 

applications. This redundancy caused both increased installation and maintenance costs. 
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The article wraps with an indication that IT will help the hotel industry to meet the 

changing needs of next generation of hotel customers.

Although there was not rationale given for the hotel industry not instituting 

standards for an IT system, we can surmise a possible reason. Historically, and until 

fairly recently, there were many independently owned and operated hotels. In addition, 

national, and international, hotel chains are a relatively recent feature of the industry. 

Each chain, and each independently operated hotel, had its own system. As with any 

industry, companies are reluctant to give up a system they already have in favor of a new, 

unfamiliar, system which will require substantial investment. Perhaps, although not 

stated, Hilton’s success spurred the rest of the industry into action.

IT at Hilton Hotel Corporation

In May of 2003 Hilton Hotel Corporation announced the results of an IT program, 

in the works since the 1990’s. This was a $50 million proprietary technology which 

would link all hotels, in all brands of this multi-national hospitality corporation. Hilton 

calls this package OnQ. (Cuneo, 2003, and Hilton Family Of Hotels To Utilize 

Enterprise-Wide Technology, 2003). Prior to this event, the Hilton chain had many 

different IT systems in operation at its various brands. This was due to its growth and 

expansion through acquisitions of existing properties and other hotel chains. Top level 

management recognized that, to continue growth, increase profitability, and foster 

customer loyalty, a better, and common, IT system was needed.

OnQ integrates all the back office operations, as well as providing the front desk 

with the guest’s customer profile. The guest profile includes recent stays and reports of 

any problems the customer reported. This allows the reception person, among other 
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functions, to ask the incoming guest if his problems were satisfactorily resolved and if 

there is anything they can do to make his stay more comfortable. This helps to make 

guests feel more welcome and that their comfort is of utmost importance. Hilton is 

committed to use of IT, employing an IT department of over 500 people, spending about 

$132 million annually. (Knotzer, 2004).

Has this investment been worthwhile? Let’s look at just a very few measurable

results:

 In a two year period, spending by its “most-valued guests” grew by from 40% to 

61%. (Knotzer)

 Increased use of online account management, by customers, has reduced the 

number call centers from six to four. (Knotzer)

 In 2004, the 20 largest hotels – out of over 2000 - had $4 million annual savings 

due to improved operating efficiencies. (Hilton Hotels Corp. 2006)

In addition to these quantifiable results, there are the more qualitative measures of 

increased guest satisfaction and loyalty. Both of these factors have increased. The hotel, 

however, cannot determine how much was due to OnQ and how much to staff training 

and other customer-service initiatives. (Gose, 2006).

This writers’ experience with various Hilton brands can attest to the extent that 

this IT System enhances the guest experience. The front desk staff always greets the 

registering guest by name, welcomes you to the hotel, and asks how your last stay at a 

Hilton property was. Depending on the brand, there is an email sent several days prior to 

the stay extending a welcome and hoping you have a pleasant stay. Again, dependant on
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the brand – in my experience always with the Hampton brand - a post stay electronic 

satisfaction survey is emailed to the guest.

Analysis and Discussion

Figure 1, below, is adapted from Figure 5.3 on page 243 in Ward and Peppard, in 

an effort to show the interrelationship of the three dimensions of competence relate with 

the OnQ system that Hilton Hotel Corporation has instituted.. 

Figure 1: IT and dimensions of competence
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We see, from this diagram, three factors which can lead a company from Survival 

to Success, and to Prosperity. Failure to excel in any one of these three will limit the 

Success level of the company. 

To arrive at a Value proposition, the proper elements of Customer Relationship 

and Product Leadership must be achieved. For Hilton the value of the Customer 

Relationship had been increased through its Hilton Honors Web Site:

(www.HHonors.com). Through this Web Site, customers can register for their rewards

points, room preferences, hotel reservations, and so on. Product leadership is shown by 

features of the Hilton Honors Web Site. The reservations portion of the site allows search 

of any or all brands by proximity to city, address, attraction, or airport to enable the guest 

to choose the location, brand, and pricing preferred. The guest can also specify specific 

amenities desired.

Performance effectiveness is the blend of elements of Product leadership and of 

Operational excellence. The preceding paragraph describes the elements of Product 

leadership. Operational excellence is shown, in part, by the savings realized by the hotel, 

as previously noted. 

Process customization is the mix of factors from Operational excellence and 

Customer relationship. In terms of Operational excellence, Hilton has invested substantial 

funds into the development of its proprietary OnQ System to make available the same 

technology to all brands and all properties world-wide. Along with this they have 

invested in staff training programs to enhance the ability of staff to meet customer needs. 

From the Customer relationship side, the customers that the hotel calls it’s “most valued” 
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has substantially increased spending at the hotels, as noted earlier. This increased 

spending is, no doubt, due to the customers seeing an increased value in their relationship 

with the hotel.

Conclusions

Hilton Hotel Corporation has demonstrated that the “right” IT System and 

Strategy can make a difference in the operations of the hotel. It has shown increased 

customer satisfaction, and significant cost savings, in addition to other measurables not 

discussed here.

Clearly, Hilton Hotel Corporation has “lead the way” for IT in the hotel industry,

with implementation of a consistent IT system throughout all of its properties. Hilton has 

enhanced its operations and level of competence in each of the dimensions in Figure 1.

This has lead to increased customer satisfaction and improved profits by way of cost 

reductions. In order to maintain this lead, Hilton needs to continue, and expand, its efforts 

by monitoring key metrics, such as:

 Customer feed back/Customer satisfaction levels

 Operating expenses

 Profit margins

 Return on investments, and

 Inventory turns on consumables.

This paper shows that an IT System that is properly designed for the application

where it will be used will result in increased customer satisfaction and improvement in 

operational effectiveness.
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