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THE HILTON FAMILY

Perhaps the best-known hotel brand in the world is Hilton. When you think hotel, you
think Hilton. The Hilton hotel chain was founded by Conrad Nicholson Hilton. His work is
now carried on by his sons, Barron and Eric.

The child of a Norwegian immigrant father and a German-American mother, Conrad
Hilton had a strong belief in the American dream. His philosophy and strength were de-
rived from his faith in God, his belief in the brotherhood of man, his patriotic confidence
in his country, and his conviction that natural law obligates all humankind to help relieve
the suffering and distress of the destitute.

Conrad Hilton almost became a banker rather than a hotelier. He traveled to Cisco,
Texas, in 1919, intending to purchase a local bank, but the deal fell through when the

seller raised the purchase price higher than what Mr. Hilton would agree to pay. Instead,
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he purchased the Cisco Mobley Hotel when he discovered it was achieving high occupancies due to the
influx of exhausted oil-seekers and railroad travelers. Mr. Hilton learned that the innkeeper of the Mobley
was selling its rooms three times a day. Conrad went on to purchase three other existing hotels, which gen-
erated enough cash flow to help him construct his first new hotel, the Dallas Hilton, which opened on August
2, 1925.

Conrad Hilton was a fortunate man who had a knack for impeccable timing. During the Great Depres-
sion of the 1930s, when over 80% of the nation’s hotels went into bankruptcy, he was able to maintain own-
ership of five of his eight hotels by convincing the Moody family of Galveston, Texas, to lend him $300,000,
using the hotels as collateral. Incredibly, when he defaulted on the loan, the Moodys foreclosed on the hotels
but offered him a one-third partnership with a salary of $18,000 per year in the newly created Moody hotel
chain. While the partnership did not last long, Mr. Hilton was able to reacquire three of his five hotels from
the Moodys with another loan of $95,000.

Conrad Hilton went on to expand his chain by purchasing other U.S. hotels including the Sir Francis
Drake in San Francisco, the Plaza and Waldorf-Astoria hotels in New York City, and the Stevens, now known
as the Chicago Hilton and Towers, and the Palmer House in Chicago.

The key to Mr. Hilton’s success was his ability to purchase underperforming hotels and convert them
into cash-flowing assets. He accomplished this by introducing innovative forecasting and cost control sys-
tems to the hotel industry. His hotel management team became experts at predicting the number of occu-
pied rooms they would experience and scheduling their employees accordingly. This matching of business
volume with employee hours resulted in high levels of guest satisfaction and significant cash flows for his
company.

Internationally, Conrad Hilton developed his business by building hotels in such exotic places as San
Juan, Madrid, Istanbul, Havana, Berlin, and Cairo and getting them financed by local partners. His corporate
and personal motto became “World peace through international trade and travel.” In a 1954 speech to stu-

dents at Cornell University, he said:

Each one of us . . . carries with us, wherever we go, a little of America. Whether we like it or
not, we represent America, its culture, its faith and its history. . . . We are ambassadors in a
true sense of the word and have got to act like ambassadors. . . . A hotel is a focal point for

the exchange of knowledge between millions of people who want to know each other better,

trade with each other and live with each other in peace.

Mr. Hilton also believed that tourism would stimulate international economies and provide jobs for many,
thus generating kudos for the United States and reducing the amount of foreign aid it had to provide.

His sons, Barron and Eric, followed their father into the hotel business. In 1954, Barron assumed the
position of president and chief executive officer of Hilton Hotels Corporation, and in February 1979 he be-
came chairman of the board. He is credited with founding Hilton’s credit card Carte Blanche and in develop-
ing the Hilton Inn franchise program. He led Hilton into the gaming business through the construction of the
Vegas Hilton and the Flamingo Hilton hotels in 1970. These two casino hotels became so successful that
they accounted for approximately half of Hilton Hotels Corporation’s total operating income and vaulted the
company onto the Fortune 500 list. Hilton Hotels Corporation became the first gaming company traded on

the New York Stock Exchange.
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Conrad’s other son, Eric, entered the family business at the bottom and worked his way up to the top.
While still a high school student, he began his hospitality industry career as a hotel engineer working in the
boiler room of the El Paso, Texas, Hilton. He also apprenticed as a bellman, a doorman, a steward, a cook,
an elevator operator, a desk clerk, and a telephone operator. After serving his country in the army during the
Korean War, and later enjoying a brief career as a professional baseball player, he renewed his Hilton career,
becoming president of Conrad Hotels and vice chairman and director of Hilton Hotels Corporation.

Eric Hilton was also instrumental in the creation of the Conrad N. Hilton College of Hotel and Restaurant
Management at the University of Houston. When its founding dean, Dr. James Taylor, first approached Eric
with his vision for a new hotel school, Eric was receptive and convinced his father to contribute $1.5 million
to the development of the college. The Hilton foundation has since provided over $45 million for the con-
struction of classrooms, food laboratories, and an operating hotel to train students. This money has also
funded scholarships and faculty chairs.

Hilton Hotels Corporation did not become one of the most successful hotel companies in the world
without careful planning. Hilton’s management is constantly working to increase its revenues and control its
costs. Careful consideration is given to identifying companies to acquire, such as Promus, which brought
Embassy Suites, Hampton Inns, and Doubletree Hotels into the Hilton family; new products to provide, like
Hilton’s new Garden Inn; where to open new Hilton-branded hotels; and how to finance the corporation’s
growth and expansion. Much of the information required to make these decisions is provided by the com-
pany’s accounting, management information, and investment analysis systems, which utilize many of the

concepts, techniques, and skills presented in this text.
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Learning Outcomes

_ 1. Describe the nature of the book.
[_ 2. Note the book’s target audience.
— 3. Explain the owner/manager alignment of interests theme of the book.




































