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Abstract:

Distressed hotel assets represent one of the most challenging yet opportunity-rich segments of the
hospitality industry. In midscale hospitality, where margins are often narrow, labor availability is
inconsistent, and guest expectations continue to rise, underperforming properties can quickly move from
operational weakness to financial distress. However, distress does not always indicate permanent failure.
In many cases, it reflects a combination of weak leadership, deferred maintenance, poor revenue
management, inconsistent guest service, inefficient labor deployment, and lack of disciplined cost
controls. This paper develops a practical operational recovery framework for transforming distressed
midscale hotels into sustainable profit centers. The framework emphasizes diagnostic assessment,
revenue stabilization, labor optimization, guest experience recovery, physical asset improvement, vendor
discipline, stakeholder collaboration, and performance measurement. Drawing from hospitality
turnaround literature, hotel revenue management research, asset management practice, and industry data,
the paper argues that distressed hotel recovery requires more than cost-cutting. It demands a coordinated
operating system that restores guest confidence, improves cash flow, strengthens employee execution,
and aligns ownership, management, lenders, brands, vendors, and front-line teams around measurable
performance outcomes. Midscale hotels are particularly suitable for this framework because modest
improvements in occupancy, average daily rate, online reputation, labor scheduling, and expense control
can generate meaningful increases in net operating income. The paper concludes with actionable
recommendations for owners and operators seeking to reposition distressed hotel assets in a disciplined
and human-centered manner.

Keywords: Distressed Hotels, Midscale Hospitality, Operational Recovery, Hotel Turnaround, Revenue
Management, Guest Satisfaction, Profit Centers, Asset Management, Labor Optimization, Hospitality
Strategy.

1. Introduction

The hotel industry is highly sensitive to shifts in demand, labor availability, capital markets, consumer
confidence, brand perception, and operational discipline. A hotel that appears stable during a strong
market can become financially vulnerable when occupancy declines, debt costs rise, maintenance is
deferred, or service quality deteriorates. In the midscale segment, this vulnerability is often more visible
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because the property depends heavily on rate-sensitive guests, lean staffing models, brand compliance,
and efficient daily execution.

A distressed hotel asset may be defined as a lodging property that is unable to generate sufficient cash
flow, maintain brand standards, meet debt obligations, satisfy guest expectations, or preserve physical
asset quality. Boston Hospitality Review describes financial distress as a process in which a property
faces difficulty producing enough cash flow to cover debt service, often moving from delinquency to
default if the issue is not corrected [9]. In practice, however, distress is rarely only financial. It is usually
operational before it becomes financial.

For example, a midscale hotel may begin with small service failures: rooms not ready on time, weak
housekeeping inspection, inconsistent front-desk communication, unresolved maintenance issues, or
poor breakfast execution. These problems then appear in guest reviews, lowering conversion rates and
weakening the property’s ability to hold rate. Management reacts by discounting. Labor becomes
reactive rather than planned. Preventive maintenance is postponed. Vendor bills rise because
emergencies replace routine upkeep. Eventually, the hotel loses both pricing power and operating
credibility.

Academic literature has recognized that hotel decline and turnaround remain under-researched compared
with other areas of tourism and hospitality, even though business failure can affect not only owners but
also employees, lenders, guests, brands, and local communities [1]. Research on operational analysis in
financially distressed hotels further emphasizes that identifying problem areas through structured
operational review is central to recovery [2].

The purpose of this paper is to present a practical framework for turning distressed midscale hotel assets
into profit centers. The paper focuses on the operating levers most relevant to midscale hospitality:
revenue management, guest satisfaction, housekeeping productivity, maintenance recovery, employee
retention, procurement control, brand compliance, and stakeholder alignment. While capital
restructuring may be necessary in some cases, this paper emphasizes the operational side of turnaround
because that is where daily value creation occurs.

2. Key Challenges of Distressed Midscale Hotels and Benefits of Operational Recovery

Distressed hotels rarely fail because of one isolated issue. More commonly, they suffer from a chain
reaction of weak systems. A disciplined recovery framework begins by understanding these recurring
challenges.

2.1 Revenue Leakage and Weak Market Positioning

One of the most common symptoms of distress is revenue leakage. This occurs when the property loses
income not because demand is absent, but because demand is poorly captured. Examples include weak
pricing discipline, overuse of discounts, poor online travel agency strategy, incorrect room type
inventory, lack of local account development, slow group follow-up, and limited attention to sellout
nights.

Hotel revenue management has evolved from a narrow room-pricing function into a broader strategic
discipline that considers customer value, channel mix, and profit contribution [3]. Cornell research has
also shown that hotel revenue management has become more strategic and more centralized over time,
although full adoption across all revenue streams remains incomplete [4].
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For a distressed midscale hotel, revenue recovery usually starts with basic discipline: correct rate loading
across all channels; daily review of pickup, pace, and competitor rates; restriction of unnecessary
discounts on compression nights; direct outreach to local demand generators; recovery of lost corporate,
crew, construction, government, and extended-stay accounts; and better handling of walk-ins and phone
inquiries. Even a modest improvement in average daily rate can significantly affect profit because many
hotel operating costs are already fixed or semi-fixed.

2.2 Labor Shortage and Inconsistent Execution

Labor remains one of the most difficult challenges in hospitality. In a 2024 AHLA survey, 76% of
surveyed hotels reported staffing shortages, and 50% identified housekeeping as their most critical
staffing need. Many hotels had increased wages, flexibility, and benefits, yet still struggled to fill open
positions [6].

Distressed hotels are especially affected by labor shortages because weak systems place extra pressure
on employees. A poorly maintained property creates more guest complaints. More complaints create
more front-desk stress. More stress increases turnover. Turnover then reduces training consistency and
service quality.

Research by Simons and Hinkin found that employee turnover can have a measurable effect on hotel
profitability, and they specifically warned against treating hourly employees as replaceable commodities
[5]. For a distressed hotel, employee retention is not merely a human resources issue. It is a profit issue.

2.3 Deferred Maintenance and Physical Asset Deterioration

A distressed hotel often carries visible signs of deferred maintenance: worn flooring, stained tubs, poor
lighting, broken locks, damaged furniture, inconsistent paint, weak HVAC performance, plumbing
issues, or outdated public areas. These conditions lower guest satisfaction and create maintenance
emergencies that cost more than scheduled repairs.

In midscale hotels, the guest does not necessarily expect luxury. However, the guest does expect
cleanliness, safety, functionality, and consistency. A property can remain competitive without expensive
design if it controls the fundamentals: clean rooms, working equipment, comfortable bedding, secure
doors, reliable internet, and responsive service.

2.4 Guest Satisfaction Decline and Reputation Damage

Guest experience is one of the fastest indicators of operating health. J.D. Power’s 2024 North America
Hotel Guest Satisfaction Index measured satisfaction across six factors: communications and
connectivity, food and beverage, guest room, hotel facility, staff service, and value for price. The study
benchmarked 103 hotel brands and was based on 39,468 guest responses [7].

For distressed hotels, reputation recovery must be systematic. Responding to reviews is useful, but it is
not enough. The underlying problems must be corrected through daily room inspections, maintenance
logs, service recovery procedures, breakfast quality checks, and staff accountability.

2.5 Cost Creep and Weak Expense Controls

Distress is often worsened by uncontrolled expenses. Common examples include excessive overtime,
emergency maintenance calls, poor inventory controls, high linen replacement, unmonitored utility use,
unnecessary supply purchases, and lack of vendor bidding. CBRE reported that utility costs in 2024
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were estimated at $2,478 per available room annually, and limited-service properties spent
approximately 4.0% of revenue on utilities because of lower ADR and total revenue levels [8].

Cost control should not mean cutting essential services. Rather, it means reducing waste, renegotiating
recurring costs, preventing avoidable repairs, and aligning spending with revenue-generating priorities.

3. A Framework for Operational Recovery in Distressed Midscale Hotels

The proposed framework contains seven recovery stages. These stages are sequential but also
interconnected. A hotel may begin with cash stabilization, but long-term improvement requires a

complete operating rhythm.
Stabilized
Profit Center

1. Diagnostic 2 Cash Flow 3 Guest Expenence 4. Labor and 5. Revenue 6. Asset 1. Profit Center

Distressed Assessment Stabiization Recovery Execution System Repositioning |mprovement Plan Govemance
Hotel Asset Financial, semvice, Rate, colections, Cleaniiness, repairs, Scheduling, training, Accounts, chamels, Repairs, PIP KPI dashboard,
fabor, frand, market Bxpenses, vendors senvice standards inspections ADR, demand calendar ROI capital Weekly review

Diagram 1. Operational Recovery Framework for Distressed Midscale Hotels

Diagram 1 Explanation: The framework begins with diagnosis rather than immediate spending. This is
important because distressed hotels often misallocate capital by renovating visible areas while ignoring
revenue leakage, staffing failure, or poor maintenance systems. The model moves from stabilization to
guest recovery, then to revenue repositioning and governance.

3.1 Stage One: Diagnostic Assessment

A turnaround begins with a candid assessment of the hotel’s current condition. This should include
financial review, revenue review, physical review, guest review analysis, labor review, brand
compliance review, and market review. The diagnostic stage prevents emotional decision-making.
Instead of asking, “What is wrong with the hotel?” the operator asks, “Which issues are causing the
largest cash-flow loss, and which can be corrected fastest?”

3.2 Stage Two: Cash Flow Stabilization

The first 30 to 60 days of a distressed hotel recovery should focus on liquidity. Without cash flow, even
good long-term plans fail. Cash flow stabilization includes reviewing all recurring vendor contracts,
pausing non-essential purchases, collecting outstanding receivables, eliminating unnecessary discounts,
auditing payroll schedules, reducing overtime through better planning, reviewing credit card
authorization practices, improving room availability by reducing unnecessary out-of-order rooms, and
prioritizing repairs that return rooms to sellable inventory.

For example, if a 90-room hotel has five rooms out of order for avoidable reasons and sells rooms at an
ADR of $95, returning those rooms to inventory can create up to $475 in potential room revenue per
night before considering occupancy. Over a 30-day period, even partial recovery of those rooms can
materially improve cash flow.

3.3 Stage Three: Guest Experience Recovery
Guest experience recovery is not a branding exercise. It is an operational discipline. A distressed
midscale hotel should first focus on the non-negotiables: clean rooms, working locks, comfortable beds,
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hot water, working HVAC, fast complaint response, reliable internet, safe exterior lighting, functional
breakfast, and respectful front-desk communication.

In practice, this stage requires daily room inspections, maintenance ticket tracking, housekeeping
checklists, and clear service recovery authority. If front-desk agents cannot solve small problems
quickly, guest dissatisfaction grows and online reviews worsen. A distressed hotel does not need to
delight every guest immediately. It first needs to stop disappointing them in predictable ways.

3.4 Stage Four: Labor and Execution System

Labor recovery requires more than hiring. The property must create an execution system that makes
average employees successful. This includes written shift checklists, daily stand-up meetings, room
inspection standards, maintenance priority lists, housekeeping productivity targets, front-desk sales
scripts, daily manager walks, clear escalation rules, and recognition for reliable performance. The goal is
to reduce dependence on individual heroics. In distressed hotels, one strong manager often carries the
property temporarily. However, sustainable recovery requires repeatable systems.

3.5 Stage Five: Revenue Repositioning

Once service and inventory improve, the hotel can reposition revenue. This stage includes building a
local demand calendar, identifying weekday and weekend demand gaps, rebuilding relationships with
local accounts, reviewing brand contribution, optimizing OTA visibility without overdependence,
correcting rate fences, adjusting length-of-stay controls, training front desk to sell value rather than
apologize for rate, and creating packages for relevant local demand such as crews, hospitals,
tournaments, government travel, or extended stay.

Midscale hotels often recover through disciplined local selling. A property does not need to dominate the
entire market. It needs to capture profitable demand that matches its location, condition, brand, and
service capacity.

4. Leveraging Data, Technology, and Al to Identify Operational Recovery Opportunities

Digital tools and artificial intelligence can support distressed hotel recovery, but they should not replace
managerial judgment. Their greatest value is in identifying patterns earlier and improving execution
consistency.

4.1 Revenue Analytics

Revenue dashboards can identify days when the hotel sold out too cheaply, days when rate resistance
was low but ADR remained flat, channels producing low net contribution, room types that are
underpriced, corporate accounts with declining production, and competitors changing rates before
compression nights.

Al-supported pricing tools can help forecast demand and recommend rates. However, in distressed
assets, the operator must validate automated recommendations against property condition, reputation,
and local market realities. If the hotel has unresolved cleanliness problems, aggressive pricing may
increase complaints rather than profit.
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4.2 Review and Sentiment Analysis

Guest reviews contain valuable operational data. Sentiment analysis can group complaints into
categories such as cleanliness, smell, staff, breakfast, maintenance, noise, safety, and value. This allows
management to prioritize the issues guests mention most often. For example, if 40% of negative reviews
mention bathroom cleanliness and 25% mention front-desk attitude, the recovery plan should not begin
with lobby decor. It should begin with bathroom inspection standards and front-desk retraining.

4.3 Labor Scheduling and Productivity Tools

Labor scheduling tools can align staffing with occupancy, arrivals, departures, stayovers, and group
activity. This is especially important in housekeeping, where poor planning can delay room readiness
and create front-desk conflict. A practical labor dashboard may track rooms cleaned per housekeeper,
minutes per checkout room, minutes per stayover room, number of rooms inspected, reclean percentage,
overtime hours, call-outs, and guest complaints by shift.

4.4 Preventive Maintenance Tracking

A distressed property usually has too many maintenance issues for informal tracking. Digital
maintenance logs can rank tasks by severity, room revenue impact, safety risk, guest visibility, and cost.
This helps the hotel distinguish urgent repairs from cosmetic improvements.

4.5 Procurement and Inventory Controls

Technology can also reduce cost leakage through par-level tracking, purchase approval workflows,
vendor comparison, and usage reports. In midscale hotels, common areas of leakage include linen,
towels, breakfast supplies, chemicals, smallwares, light bulbs, HVAC parts, and maintenance materials.

5. Asset Condition and Its Impact on Profitability
A hotel’s physical condition directly affects its ability to generate revenue. In distressed midscale assets,
capital is usually limited, so the operator must prioritize improvements based on return.

5.1 The Difference Between Cosmetic Spending and Profit-Driven Capital

Not every renovation improves profit equally. A distressed hotel should classify capital needs into four
categories: life safety and compliance; revenue-restoring repairs; guest satisfaction improvements; and
brand repositioning upgrades. The first two categories should usually come before cosmetic
repositioning because they protect the asset and restore sellable inventory.

5.2 Room Availability as an Immediate Profit Lever

Rooms out of order are silent profit killers. In a distressed hotel, management should review every out-
of-order room daily and ask what the exact issue is, what part or labor is needed, who owns the task,
what the expected return-to-inventory date is, and whether the repair cost is lower than the revenue loss
from keeping the room unavailable. This simple discipline often creates faster recovery than broad
renovation planning.
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5.3 Cleanliness, Maintenance, and Perceived Value

Guests in midscale hotels often judge value by whether the property feels clean, safe, and functional. A
hotel may be older and still receive acceptable reviews if it is well maintained. Conversely, a recently
renovated hotel can still fail if execution is poor. Therefore, asset recovery should combine capital
improvements with operating standards. New flooring without better housekeeping will not solve
reputation problems. New furniture without preventive maintenance will deteriorate quickly. New
signage without service recovery will not rebuild guest trust.

6. Collaborating with Stakeholders in the Digital Age

Turning around a distressed hotel requires alignment among multiple stakeholders. Each party sees
distress differently. Owners focus on cash flow and asset value. Lenders focus on debt service and
collateral protection. Brands focus on standards and reputation. Managers focus on execution.
Employees focus on workload and job stability. Guests focus on value and experience.

OWNERSHIP
Capital, strategy, risk tolerance

/—\. ;

BRAND LENDERS MANAGEMENT TEAM
Standards, QA, reputation, PIP Debt structure, financial stability Daily execution, labor, guest recovery

¥
‘ FRONT-LINE STAFF W

Housekeeping, front desk, maintenance,
breakfast, night audit

GUESTS
Reviews, repeat stays, referrals, revenue

MARKET VALUE
NOI growth, stabilization, refinance,
sale, or long-term hold

Diagram 2. Stakeholder Collaboration Model for Hotel Turnaround

Diagram 2 Explanation: The management team sits at the center because operational recovery depends
on daily execution. However, management cannot succeed without ownership support, brand flexibility,
lender patience, vendor cooperation, and employee buy-in. Guest satisfaction then becomes the bridge
between operational repair and asset value.

6.1 Owner and Operator Alignment

Owners must define the recovery objective clearly. Is the goal to stabilize and sell, refinance, rebrand,
reposition, or hold long term? Each objective affects capital planning, staffing, marketing, and brand
negotiations. A hotel being prepared for sale may prioritize visible improvements and trailing NOIL. A
long-term hold may justify deeper infrastructure investment. A property facing brand default may need
immediate compliance spending. Without clarity, management may pursue conflicting priorities.
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6.2 Brand Collaboration

Brands can be valuable partners in a turnaround when the operator communicates proactively. The brand
may provide quality assurance guidance, revenue support, sales resources, training tools, waiver options,
and property improvement planning. However, brand standards must be sequenced realistically. A
distressed hotel cannot correct every deficiency at once. The operator should provide the brand with a
written recovery timeline, including completed items, pending items, capital constraints, and guest-
impact priorities.

6.3 Lender and Investor Communication

If debt pressure exists, lenders need credible reporting. A vague promise that business will improve is
not enough. The recovery team should provide weekly occupancy, ADR, and RevPAR trends; cash flow
forecast; capital needs; expense reduction actions; room inventory recovery; brand status; management
changes; and timeline for stabilization. This transparency can improve lender confidence and may create
room for restructuring, forbearance, or additional capital support.

6.4 Vendor Discipline and Partnership

Vendors can either support recovery or worsen distress. Distressed hotels should review recurring
vendors, negotiate pricing, consolidate services when appropriate, and create written scopes of work.
Emergency repairs should be tracked separately from planned maintenance to reveal preventable cost
patterns.

7. Enhancing Employee Performance and Guest Experience

Employee performance and guest experience are deeply connected. A distressed property often expects
employees to deliver good service in a broken environment. That expectation is unrealistic. Staff cannot
consistently satisfy guests if tools, training, staffing, and leadership are weak.

7.1 Rebuilding the Employee Operating Rhythm

A practical operating rhythm may include a 10-minute daily stand-up meeting; review of arrivals,
departures, VIPs, groups, and maintenance issues; assignment of room priorities; same-day follow-up on
guest complaints; end-of-day manager recap; and weekly department scorecard. This rhythm creates
predictability. Employees know what matters, managers know what to inspect, and owners know what to
measure.

7.2 Training Front Desk as a Revenue and Recovery Function

In distressed hotels, front-desk agents often become complaint handlers. They should instead be trained
as both service recovery and revenue agents. Their responsibilities include selling rooms at appropriate
rates, explaining value confidently, enrolling loyalty members when relevant, capturing guest contact
information, communicating maintenance issues, handling complaints before they become reviews, and
protecting cash and authorization procedures.

A front-desk agent who handles ten phone calls per shift can materially affect revenue. If calls are
answered weakly, the hotel loses demand. If calls are converted professionally, the hotel captures
revenue without additional marketing cost.
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7.3 Housekeeping as the Core of Midscale Recovery

Housekeeping is often the most important department in a distressed midscale hotel. Cleanliness affects
reviews, refunds, employee stress, maintenance reporting, and brand scores. Recovery should include
room-by-room inspection standards, clear checkout and stayover procedures, linen control, deep-clean
schedule, bathroom quality checklist, lost-and-found procedure, communication with maintenance, and
recognition for high-performing housekeepers. Because AHLA data shows housekeeping remains the
most critical staffing need for many hotels, operators should treat housekeeping retention as a strategic
priority, not simply a staffing issue [6].

7.4 Maintenance as Guest Experience Protection

Maintenance should not be viewed only as repair work. It protects guest experience and revenue. A
room with a broken HVAC unit, slow drain, damaged lock, or non-working television can produce
refunds, bad reviews, and lost repeat business. Maintenance recovery should therefore track both cost
and revenue impact.

8. Measuring Recovery: Key Performance Indicators

A distressed hotel should not rely on intuition alone. Financial KPIs include gross room revenue,
RevPAR, net operating income, payroll percentage, repairs and maintenance cost per occupied room,
utility cost per occupied room, OTA commission percentage, accounts receivable aging, and cash
balance.

Operational KPIs include out-of-order rooms, room inspection pass rate, guest complaint count,
preventive maintenance completion, housekeeping productivity, overtime hours, employee turnover, and
breakfast cost per occupied room. Guest experience KPIs include overall review score, brand guest
satisfaction score, cleanliness score, staff service score, maintenance complaint frequency, refunds and
discounts issued, and repeat guest percentage. Market KPIs include occupancy index, ADR index,
RevPAR index, market share, local account production, group conversion rate, and direct booking
percentage.

A practical turnaround dashboard should be reviewed weekly. The purpose is not to create
administrative burden but to focus leadership attention on the few measures that determine recovery.

9. Practical Application: A 180-Day Recovery Roadmap

A distressed midscale hotel can often begin stabilization within six months if the operator acts
decisively. During days 1 to 30, management should stabilize and diagnose by completing a full
property walk, reviewing financial statements, identifying cash leaks, freezing non-essential spending,
auditing rates and channels, reviewing staffing schedules, creating an out-of-order room list, addressing
urgent guest-facing issues, beginning daily room inspections, and meeting with key employees.

During days 31 to 60, the property should restore basic execution by implementing department
checklists, rebuilding housekeeping standards, tracking maintenance tickets, reviewing vendor pricing,
correcting breakfast and front-desk procedures, responding to negative review patterns, reopening
sellable rooms, and beginning local account outreach.

During days 61 to 90, the hotel should reposition revenue by building a demand calendar, adjusting
pricing strategy, reconnecting with local corporate accounts, improving phone conversion, reviewing
OTA contribution, establishing a weekly revenue meeting, and tracking pickup and pace.
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During days 91 to 120, management should improve asset quality by prioritizing ROI-based repairs,
completing a deep-clean program, painting or refreshing high-impact areas, replacing damaged guest-
facing items, addressing exterior lighting and curb appeal, and preparing a brand compliance plan.
During days 121 to 180, the hotel should institutionalize profit center governance by launching a weekly
KPI dashboard, creating a monthly owner report, implementing a preventive maintenance calendar,
strengthening the employee retention plan, evaluating capital improvement return, reviewing
management team performance, and preparing a refinance, sale, or long-term hold strategy.

10. Conclusion and Future Recommendations

Distressed hotel assets can become profitable when recovery is treated as a disciplined operating process
rather than a temporary rescue effort. In midscale hospitality, the path to profitability usually begins with
fundamentals: clean rooms, working equipment, trained employees, disciplined pricing, controlled
expenses, and consistent leadership. While technology, analytics, and Al can strengthen the process,
they cannot replace operational accountability.

The framework presented in this paper demonstrates that hotel recovery requires the coordination of
financial discipline, guest experience repair, labor systems, asset improvement, and stakeholder
collaboration. Distress should not be viewed only as a sign of failure. In many cases, it reveals hidden
operational value that can be unlocked through structured management.

Future recommendations are as follows:

1) Conduct a full operational diagnosis before major capital spending. Owners should avoid beginning
with cosmetic renovation alone. A structured review of revenue, labor, maintenance, guest
feedback, brand compliance, and cash flow should guide the recovery plan.

2) Prioritize revenue-restoring repairs first. Rooms out of order, broken HVAC systems, plumbing
issues, lock problems, and laundry limitations should be corrected before lower-impact cosmetic
upgrades.

3) Build a weekly turnaround dashboard. The dashboard should include RevPAR, ADR, occupancy,
payroll percentage, out-of-order rooms, guest complaints, review scores, overtime, and maintenance
completion.

4) Treat housekeeping as a strategic profit department. Because cleanliness strongly influences guest
satisfaction, refunds, reviews, and repeat business, housekeeping should receive structured training,
inspection support, and recognition.

5) Use revenue management discipline rather than blanket discounting. Distressed hotels often reduce
rates too quickly. Operators should protect rate on compression nights, rebuild local demand, and
evaluate net revenue after commissions.

6) Create a 180-day recovery roadmap with ownership accountability. Each phase should identify
actions, responsible parties, costs, deadlines, and measurable outcomes.

7) Improve employee retention through systems, not slogans. Employees are more likely to stay when
expectations are clear, tools are available, schedules are fair, and managers support them.

8) Collaborate proactively with brands and lenders. Transparent reporting can improve confidence and
create flexibility during the recovery period.
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9) Adopt technology selectively. Al revenue tools, scheduling systems, and maintenance platforms
should be implemented where they solve specific operating problems, not merely because they are
available.

10) Link asset recovery to long-term strategy. The owner should decide whether the goal is refinancing,
sale, rebranding, repositioning, or long-term cash-flow ownership. The recovery plan should
support that objective.

In the coming years, midscale hospitality will continue to face uneven demand, labor pressure, rising
operating costs, and changing guest expectations. PwC’s outlook suggests that 2026 hotel performance
may improve unevenly, with lower-priced hotels still facing pressure from inflation-sensitive travelers
[10]. This environment makes operational discipline even more important. Hotels that recover through
structure, accountability, and guest-centered execution will be better positioned to convert distress into
durable profitability.
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