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Abstract

Tourism recovery and hotel firm profitability do not necessarily move in lockstep. This
paper examines the extent to which aggregate demand recovery is translated into firm-level
financial performance, introducing the concept of a tourism-to-profitability conversion gap.
The study combines bibliometric mapping of hotel performance research with a firm-level
econometric analysis of an unbalanced panel of 4159 Spanish hotel firms classified under
CNAE 5510 over 2015-2024, representing approximately 38,651 firm-year observations
from SABL. Fixed-effects models are estimated using return on assets as the main dependent
variable. The results show that leverage is consistently and negatively associated with
profitability, and that this association became stronger during the COVID-19 period, as
indicated by negative and significant leverage x COVID-19 interaction terms. Labour pro-
ductivity is positively related to profitability, whereas labour cost intensity and fixed-asset
intensity are negatively associated with returns when not matched by sufficient revenue
generation. Median ROA fell from 3.7% pre-COVID-19 to —0.9% during the pandemic
and recovered to 5.7% post-COVID-19 among surviving firms; however, the modest post-
COVID-19 coefficient in the baseline model suggests that aggregate recovery indicators
may conceal substantial heterogeneity in firm-level financial recovery. The paper reframes
post-crisis hotel recovery as a firm-level financial transmission process: the conversion of
renewed tourism demand into accounting profitability appears conditioned by balance-
sheet vulnerability, labour productivity, cost structure, and asset rigidity, mechanisms that
remain less central in the broader hotel performance literature.

Keywords: hotel profitability; financial vulnerability; market recovery; leverage; return on
assets; labour productivity; COVID-19; Spain; panel data

1. Introduction

The hotel industry has experienced one of the most disruptive periods in its recent
history. The COVID-19 pandemic produced an abrupt contraction of tourism demand,
mobility restrictions, temporary closures, and severe uncertainty about the timing and
shape of recovery. In countries where tourism represents a major economic sector, the
subsequent rebound in tourist flows has often been interpreted as evidence of sectoral
normalisation. Spain is a particularly relevant case: after the pandemic shock, international
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tourism recovered strongly, exceeding pre-pandemic levels in 2023 and reaching record
levels of international arrivals in 2024 (Ministerio de Industria y Turismo, 2025). This
pattern is consistent with the broader global recovery of international tourism to pre-
pandemic levels in 2024 (UN Tourism, 2025). However, the recovery of tourism flows
does not necessarily imply a homogeneous recovery in hotel firms” financial performance.
Hotels may operate in destinations where demand has returned, while still facing weak
profitability because of their balance-sheet structure, cost base, asset commitments, or
limited capacity to convert renewed demand into accounting returns.

This distinction between aggregate tourism recovery and firm-level financial recovery
is central to the present paper. Much of the public and sectoral discussion of recovery relies
on aggregate indicators such as tourist arrivals, overnight stays, occupancy, expenditure,
or destination performance. These indicators are essential for evaluating the evolution
of tourism activity, but they do not fully capture the financial condition of the firms that
provide accommodation services. Hotel companies differ in their balance-sheet structure,
productivity, cost intensity, asset base, and exposure to regional tourism conditions. As a
result, similar demand conditions may translate into very different profitability outcomes
across firms. Understanding hotel recovery, therefore, requires moving beyond aggregate
tourism indicators and examining the accounting mechanisms through which firms convert
demand into profits.

Hotel performance research has long recognised that performance is a multidimen-
sional construct. Previous studies have examined accounting profitability, operational
indicators such as revenue per available room and average daily rate, efficiency measures,
customer satisfaction, online reputation, innovation, strategy, and sustainability (J. Chen
etal., 2011; Menicucci, 2018; Sainaghi, 2010). This diversity reflects the richness of hospi-
tality research, but it also creates conceptual dispersion. In particular, firm-level financial
mechanisms such as leverage, labour cost intensity, and fixed-asset intensity are not always
central in a literature often organised around customer-facing performance, operational
metrics, or strategic capabilities. Yet these mechanisms are especially important in hotels,
which are simultaneously labour-intensive and asset-intensive firms, exposed to seasonality,
fixed costs, and demand shocks.

The financial structure of hotel firms deserves particular attention. Leverage can
support expansion, renovation, and growth, but it also increases fixed financial obligations
and reduces flexibility when revenues fall. In a sector characterised by high fixed costs and
strong sensitivity to external shocks, indebtedness may act not only as a capital-structure
variable but also as a mechanism of vulnerability. Previous research has shown that leverage
is associated with hotel performance and that downturns can simultaneously affect liquidity,
solvency, and profitability (Garcia-Gomez et al., 2021; Youn & Gu, 2010). This issue became
especially visible during COVID-19, when many hotel firms experienced a sudden collapse
in revenue while financial commitments remained in place, and when pre-existing balance-
sheet conditions shaped firms’ resilience to the shock (Tascén et al., 2024).

Operational efficiency and cost structure also matter. Firms with higher labour produc-
tivity may be better able to generate returns from their workforce, while excessive labour
cost intensity can erode margins if personnel expenses are not matched by sufficient rev-
enue generation. Similarly, a heavy fixed-asset structure may support quality and market
positioning, but it can also reduce return on assets when the asset base is underused or too
rigid relative to demand. These mechanisms are particularly relevant in Spain, where hotel
profitability is shaped not only by firm-level attributes but also by territorial and destination-
related heterogeneity (Lado-Sestayo et al., 2016; Lado-Sestayo & Vivel-Bua, 2018).

This paper addresses these issues by combining three complementary approaches.
First, it conducts a bibliometric analysis of hotel and hospitality performance research using
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a combined corpus from Web of Science and Scopus. The aim is to map the structure of the
field, identify its main thematic areas, and assess whether balance-sheet and cost-structure
determinants occupy a central position within the broader literature. Second, the paper
develops a theory-driven literature review that narrows the broad performance literature
into a set of mechanisms directly connected to firm-level hotel profitability: performance
measurement, financial structure, operational efficiency, labour cost pressure, asset inten-
sity, destination context, and crisis exposure. Third, the paper tests these mechanisms
empirically using a panel of Spanish hotel firms classified under CNAE 5510 over the
period of 2015-2024, based on firm-level accounting data from SABI.

The empirical setting is relevant for several reasons. Spain is one of the world’s leading
tourism economies and has a large, diverse, and regionally heterogeneous hotel sector.
Spanish hotels operate in coastal, island, urban, cultural, rural, and inland destinations,
with substantial differences in market structure, seasonality, international exposure, and
destination attractiveness. The 2015-2024 period is also analytically valuable because it
covers three distinct phases: the pre-COVID-19 period, the pandemic shock, and the post-
COVID-19 recovery. This allows the analysis to examine not only the general determinants
of profitability, but also whether financial vulnerability intensified during the crisis period.

The paper makes three contributions that advance the existing literature in ways
that prior studies do not fully address. First, unlike previous work examining hotel
profitability in narrow time windows or isolated economic phases, this paper provides
large-scale firm-level evidence across the complete pre-COVID-19, COVID-19, and post-
COVID-19 cycle in the Spanish hotel sector, a 4159-firm panel with approximately 38,651
firm-year observations over 2015-2024. This temporal scope allows a direct test of whether
financial and operational mechanisms operate differently under expansion, crisis, and
recovery, a question that studies focusing on the pandemic period alone, or on smaller
national samples, cannot resolve (Matias et al., 2024; Tascén et al., 2024). Second, the paper
introduces a tourism-to-profitability conversion gap: the systematic finding that aggregate
demand recovery, reflected in record international tourist arrivals in Spain in 2023 and
2024, does not translate automatically into homogeneous firm-level financial recovery.
This conceptual contribution reframes post-crisis hotel performance not as a demand-side
phenomenon but as a firm-level financial transmission problem, in which balance-sheet
vulnerability, labour productivity, labour cost pressure, and asset rigidity are associated
with firms’ capacity to convert market recovery into accounting profitability. This reframing
is the central theoretical claim of the paper. Third, by combining a bibliometric diagnosis
with a focused econometric test, the paper shows that balance-sheet and cost-structure
determinants—leverage, labour cost intensity, and fixed-asset intensity—are not central
organising themes in the broader hotel performance literature despite being among the most
robust empirical predictors of profitability in this study. This gap between the bibliometric
structure of the field and the econometric evidence provides a principled justification for
the variable selection and suggests that the hotel performance literature has underweighted
the financial transmission mechanisms most relevant to crisis resilience.

The rest of the paper is organised as follows. Section 2 presents the bibliometric
analysis of hotel and hospitality performance research. Section 3 develops the theory-
driven literature review and conceptual synthesis. Section 4 describes the data, variables,
empirical strategy, and econometric results. Section 5 discusses the findings, implications,
limitations, and future research directions.
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2. Bibliometric Analysis of Hotel and Hospitality Performance Research
2.1. Bibliometric Corpus and Analytical Procedure

The bibliometric analysis draws on a combined corpus retrieved from the Web of
Science Core Collection and Scopus. The search strategy was organised around two
conceptual axes: the subject population—hotel, lodging, hospitality, and accommodation
firms—and the performance outcome of interest—profitability, financial performance, firm
performance, and related operational metrics. In Web of Science, the search used the
Topic field (TS); in Scopus, the equivalent TITLE-ABS-KEY field was applied. The search
string combined sector terms (hotel*, lodging firm*, hospitality firm*, and accommodation
firm*) with accounting-based and operational performance terms (profitab*, financial
performance, firm performance, hotel performance, return on assets, return on equity,
ROA, ROE, net margin, operating margin, RevPAR, ADR, revenue per available room, and
average daily rate). The asterisk (*) is used as a truncation wildcard to retrieve all word
forms that begin with the specified root.

The initial search returned 1899 records in Web of Science and 2556 in Scopus. Subject-
area filters were then applied to retain publications in hospitality, tourism, business, man-
agement, economics, econometrics, finance, and social sciences, with priority given to
journal articles and reviews. After filtering, both datasets (1708 and 2100 documents) were
subsequently merged and deduplicated through metadata harmonisation based on DOI,
title, and bibliographic information, yielding a final analytical corpus of 2232 documents.
The screening process is summarised in Figure 1.

("hotel*" OR "lodging firm*" OR "hospitality firm*" OR "accommodation firm*")

AND
Q ("profitab*" OR "financial performance” OR "firm performance” OR "hotel performance”
OR "return on assets" OR "return on equity” OR ROA OR ROE OR "net margin" OR "operating margin"
OR RevPAR OR ADR OR "revenue per available room™" OR "average daily rate")

Database 1 Fil Database 2
iltering:
( \| ¢ Type of documents: Articles and |/ B
| " :
g n=1899 f----%» review articles P _I g n = 2556
e J * Areas: hospitality, tourism, L -
business, management, economics,
econometrics, finance and social
sciences
f e — o M V e ~\
| - | '
S n=1708 _ i S n=2100
|\ ) Merging and deduplication {
9

Final corpus: n = 2232

Figure 1. PRISMA-like flow diagram of bibliometric corpus construction. Filtering, merging and
deduplication were performed using Bibliometrix 5.4.0. Source: Authors” own elaboration.

The retrieved documents were published across 605 sources between 1961 and 2026.
The corpus is dominated by peer-reviewed journal articles (2087 documents, 93.5%), com-
plemented by reviews (71 documents, 3.2%) and other indexed records such as book
chapters and conference papers with complete bibliographic metadata (74 documents,
3.3%). Bibliometric analyses and the construction of the conceptual map were performed
using the Bibliometrix 5.4.0. R (version 4.5.1) package (Aria & Cuccurullo, 2017) through
its Biblioshiny 5.2.1 web interface. Keyword co-occurrence analysis was carried out with
VOSviewer 1.6.19 (Van Eck & Waltman, 2014), applying the association strength normalisa-
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tion method and a minimum author keyword co-occurrence threshold of 20 occurrences.
A thesaurus was applied to harmonise equivalent terms, acronyms, and spelling variants,
particularly for performance indicators, COVID-19-related terms, financial variables, and
operational hotel metrics.

The analytical procedure covers five dimensions: (i) annual scientific production
and temporal dynamics; (ii) source concentration and journal impact; (iii) geographical
distribution of research and Spain’s position within the field; (iv) conceptual structure
through keyword co-occurrence analysis; and (v) thematic evolution and emerging topics.
The findings from each dimension inform the structure of the literature review in Section 3
and the variable selection in the empirical model in Section 4.

2.2. Growth and Temporal Evolution of the Field

The bibliometric evidence reveals a field that has grown from a modest, exploratory
body of work into a large and rapidly expanding research domain within hospitality and
tourism management. The corpus spans more than six decades, from the first recorded
contributions in 1961 to preliminary figures for 2026, with an annual growth rate of 7.03%
and an average of 32.19 citations per document, figures that reflect both sustained scholarly
expansion and substantial intellectual influence. Table 1 summarises the main descriptive
indicators of the corpus.

Table 1. Main bibliometric indicators of the corpus.

Indicator Value
Timespan 1961-2026
Sources (journals, books, etc.) 605
Documents 2232
Annual growth rate (%) 7.03
Document average age (years) 8.94
Average citations per document 32.19
Authors 4126
Co-authors per document 2.81
International co-authorship (%) 17.92
Articles 2087
Reviews 71

Source: Authors” own elaboration using data from Web of Science Core Collection and Scopus databases. Analysis
performed using Bibliometrix.

The temporal distribution of publications suggests four broad phases. Before 2000,
the field produced only 82 documents (3.7% of the total corpus), reflecting its exploratory
character and concentration in a limited number of specialist outlets. Output rose to
258 documents (11.6%) during 2000-2009, then accelerated markedly in 2010-2019, when
production reached 818 documents (36.6%). The most striking feature, however, is the
concentration of output in the most recent period: 1074 documents (48.1% of the entire
corpus) were published between 2020 and 2026.

This acceleration reflects several converging developments. The COVID-19 pandemic
generated unprecedented interest in hotel resilience, financial vulnerability, and recovery
dynamics. Also, sustainability, ESG criteria, and corporate social responsibility gained
greater prominence within hospitality research. Finally, digitalisation, machine learning,
and platform-based competition emerged as increasingly visible themes in the broader
performance literature. These patterns suggest that hotel performance research is not
only mature but also evolving rapidly in response to new economic, technological, and
institutional pressures.
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Figure 2 illustrates annual scientific production from 2000 to 2025 and highlights the
main inflection points in the growth trajectory. The sustained upward trend from the late
2010s, followed by persistently high output levels in the post-pandemic years, indicates
that the scholarly response to COVID-19 has generated a durable expansion of the research
agenda rather than a short-lived publication spike.

Annual Scientific Production

Articles 125
Voar g g g E E & & & & & & & & B & & & &
Figure 2. Annual scientific production, 2000-2025. Source: Authors” own elaboration using data from
Web of Science Core Collection and Scopus databases. Analysis performed using Bibliometrix.
2.3. Journals, Authors, and Geographical Distribution
Despite the breadth of the corpus, the field is characterised by a marked concentration
in a relatively small number of specialist hospitality and tourism journals. This pattern
is consistent with Bradford’s Law of bibliometric scattering, according to which scientific
production on a given topic tends to concentrate in a core set of journals, followed by a long
tail of more occasional sources (Brookes, 1979). Table 2 reports the ten most productive
sources, together with their local h-index and total citations within the corpus.
Table 2. Most relevant sources: document output and bibliometric impact.
Source Documents h-Index Total Citations
International Journal of Hospitality Management 260 69 15,586
International Journal of Contemporary Hospitality Management 166 51 7585
Tourism Management 76 40 5825
Tourism Economics 69 17 940
Cornell Hospitality Quarterly 68 25 2341
Sustainability 50 18 863
Journal of Hospitality Financial Management 38 6 150
Cornell Hotel and Restaurant Administration Quarterly 34 15 908
Journal of Hospitality and Tourism Insights 31 10 339
Current Issues in Tourism 30 14 610

Source: Authors’ own elaboration using data from the Web of Science Core Collection and Scopus databases;
analysis performed using Bibliometrix.

The International Journal of Hospitality Management is the dominant outlet, with
260 documents, a local h-index of 69, and 15,586 citations within the corpus. The Interna-
tional Journal of Contemporary Hospitality Management ranks second, followed by Tourism
Management, Tourism Economics, and Cornell Hospitality Quarterly. Together, the three leading
journals account for approximately 23% of the corpus and display local impact indicators
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substantially above the rest of the field, confirming that hotel and hospitality performance
research is institutionally anchored in specialist hospitality and tourism outlets.

A notable implication of this source structure is that general corporate finance, ac-
counting, and industrial economics journals are less visible among the most productive
sources, even though many of the constructs examined in hotel performance research, such
as leverage, capital structure, cost intensity, productivity, and asset structure, are central
to those disciplines. This does not imply an absence of financial analysis in hospitality
research, but it does suggest that the field has developed primarily within a hospitality
and tourism management tradition. It reinforces the value of a study that connects hotel
performance research with firm-level financial analysis.

The authors’ structure reflects a broad and relatively dispersed research community.
The corpus includes 4126 unique authors, with an average of 2.81 co-authors per document
and an international co-authorship rate of 17.92%. The author productivity distribution
is highly skewed: 3274 authors (79.3% of the total) appear only once in the corpus, while
a much smaller group has contributed repeatedly to the field. The most prolific authors
include Lee S. (49 documents), Chen M. (28), Marco-Lajara B. (23), Hua N. (21), Molina-
Azorin J. F. (21), and Pereira-Moliner J. (21). The presence of several Spanish scholars
among the most productive authors underlines Spain’s importance not only as a tourism
destination but also as a significant contributor to hotel performance research.

Table 3 reports the distribution of documents by country of the corresponding author,
together with the share of multi-country publications (MCP) as an indicator of international
collaboration. The United States leads the corpus with 432 documents, followed by China
with 263 and Spain with 212. Spain is thus the third-largest national contributor in terms of
corresponding-author documents, accounting for 9.50% of the corpus.

Table 3. Leading countries by corresponding-author documents.

Country Documents % of Corpus MCP (%)
USA 432 19.35 20.6
China 263 11.78 30.0
Spain 212 9.50 9.9
United Kingdom 82 3.67 34.1
India 74 3.32 41
Italy 60 2.69 26.7
South Korea 50 2.24 42.0
Portugal 44 1.97 18.2
Australia 39 1.75 30.8
Malaysia 39 1.75 12.8

Source: Authors’ own elaboration using data from the Web of Science Core Collection and Scopus databases;
analysis performed using Bibliometrix.

Spain’s position is particularly relevant for the empirical contribution of this paper. As
the third-largest contributor in terms of corresponding-author documents and one of the
most important tourism economies in Europe, Spain provides both a strong scholarly and
empirical context for analysing hotel profitability. The existence of a substantial Spanish
research community on hotel strategy, quality management, and performance makes the
Spanish hotel sector a well-grounded empirical setting rather than an isolated case. At the
same time, Spain’s MCP rate is notably lower than that of the United Kingdom, China, or
South Korea, suggesting that a considerable part of Spanish hotel performance research is
domestically oriented, an observation that points to an opportunity for connecting Spanish
firm-level evidence more explicitly to the broader international literature.
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2.4. Conceptual Structure and Thematic Evolution

To characterise the thematic structure of the field, a keyword co-occurrence analysis
(Figure 3) was performed on the full corpus using VOSviewer 1.6.19. The analysis included
author-supplied keywords after term harmonisation and exclusion of generic expressions.
Node size in the resulting network reflects keyword frequency, link thickness reflects co-
occurrence strength, and colours indicate algorithmically detected keyword communities.
Rather than treating each community as an isolated topic, the map is used here to identify
broader thematic areas within hotel and hospitality performance research.

onlineireviews
customer satisfaction

hotel performance
priging
market ogientation .
z - hospitality management sharing @conomy
entrepreneurdal orientation hotel management

revenue m@nagement aidgnb

hotel{@lustry 4

WI

‘ revenue per@yailable room

innow@ation

hospitaligyindustry average@aily rate

occu@ancy

hospitality covid-19
competitivasladvantage toggsm
¥
corporate sodi@lresponsibilit profitability

g& VOSviewer

Figure 3. Keyword co-occurrence network of hotel and hospitality performance research. Node
size reflects keyword frequency; link thickness reflects co-occurrence strength. Source: Authors’
elaboration using VOSViewer with data from Web of Science Core Collection and Scopus data.

The co-occurrence network reveals four broad and partially overlapping thematic areas.
The first centres on customer-facing hotel performance (yellow nodes), represented by terms
such as hotel performance, customer satisfaction, online reviews, service quality, hospitality
management, and hotel management. This stream conceptualises performance primarily
through customer perceptions, service encounters, and relational outcomes, and it reflects
the strong influence of service marketing and consumer behaviour approaches in hospitality
research, a tradition in which performance is typically measured through satisfaction,
perceived quality, loyalty, or online ratings rather than through accounting profitability.

A second area focuses on operational and revenue-management performance (green
nodes), gathering keywords such as revenue management, revenue per available room,
average daily rate, occupancy, pricing, Airbnb, and sharing economy. This stream reflects
the centrality of revenue per available room (RevPAR), average daily rate (ADR) and
occupancy as industry-specific performance indicators, and the growing prominence of
platform-based competition in relation to pricing, occupancy, and market structure.

A third area is associated with strategic and firm-level performance (blue nodes),
including terms such as hotel industry, firm performance, innovation, competitive advan-
tage, market orientation, and entrepreneurial orientation. This stream is closer to strategic
management, the resource-based view and dynamic-capability perspectives, where per-
formance is interpreted as the outcome of managerial capabilities, innovation behaviour,
market orientation, or competitive positioning.

The fourth area brings together financial, contextual, and sustainability-related perfor-
mance, with keywords including financial performance, profitability, tourism, hospitality,
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COVID-19, sustainability, and corporate social responsibility (red nodes). This cluster
is especially relevant for the present study because it connects accounting and financial
outcomes with the broader sectoral context in which hotel firms operate. The presence of
COVID-19 and sustainability within this area suggests that recent research increasingly
analyses financial performance as a response to external shocks, institutional pressures,
and long-term viability concerns, not merely as a firm-level accounting outcome.

The network also reveals a gap directly relevant to this paper. While terms related
to profitability, revenue management, efficiency, and financial performance are visible,
balance-sheet and cost-structure determinants such as leverage, debt, capital structure,
labour costs, fixed assets, and asset intensity do not emerge as dominant thematic nodes.
Their absence does not mean these variables have never been analysed, but it does suggest
that they have not become central organising themes in the broader hotel performance
literature, a striking gap given their theoretical importance for firm-level profitability in an
asset-intensive and labour-intensive sector.

To complement the static co-occurrence network, a thematic evolution analysis was
conducted by dividing the corpus into four periods: 1961-2014, 2015-2019, 20202021, and
2022-2026. Figure 4 presents the resulting Sankey diagram, tracing the continuity and
transformation of dominant themes across these periods.

1961-2014 2015-2019 2020-2021 2022-2026

business performance

performance business performance

hotels

firm financial performance hotels
— - hotels

hotel performance o
hotels hospitality

|

strategic management | ) . hotel performance
ol firm financial performance
hospitality sector

dea

firm financial performance

business performance performance

L hotel sector

profitability

firm financial performance
corporate governance

|
| I
\

quality
management

Figure 4. Thematic evolution of hotel and hospitality performance research. The width of the flows
reflects the strength of thematic continuity between periods. Source: Authors’ elaboration using
Bibliometrix with data from Web of Science Core Collection and Scopus.

The earlier literature was organised around broad themes such as performance, ho-
tels, profitability, quality, strategic management, firm financial performance, and Data
Envelopment Analysis (DEA)-based efficiency analysis. In 2015-2019, these themes be-
came more explicitly connected to hotels, hotel performance, business performance, firm
financial performance, and management, indicating a consolidation of performance as
a central research label and a gradual shift towards more specific hotel- and firm-level
formulations. The 2020-2021 period marks a clear transition: themes such as business
performance, hospitality, firm financial performance, and corporate governance gained
visibility during the COVID-19 disruption, suggesting that the pandemic reoriented the
field towards financial resilience, governance, and firm vulnerability. In the most recent
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period (2022-2026), dominant themes continue to revolve around business performance,
hotel performance, and firm financial performance, confirming that the post-COVID-19
literature has consolidated around an explicit concern with firm-level performance and
hotel-sector recovery.

To further assess the strategic position of these themes, a global thematic map was
constructed using centrality and density indicators. Figure 5 classifies themes into four
quadrants: motor themes, basic themes, niche themes, and emerging or declining themes,
providing a complementary perspective to the co-occurrence and Sankey diagrams.

diversification
ownership
firms

hotels
hotel sector

|
1
|
1
|
|
|
|
|
|
!
i
1
|
1
1
1
1
X performance
|

|

|

!

!
firm fmancwal:perfarmance
fffffffffffffffffffffffffffffffffffff ‘hospitalitysector- - - - - - - - -------------------o oo
1
sustainable development
1

Development degree
(Density)

business performance
management
innovation

tourism
hotel performance
satisfaction

Relevance degree
(Centrality)

Figure 5. Global thematic map of hotel and hospitality performance research. Centrality indicates the
relevance of a theme within the overall network; density indicates its internal development. Source:
Authors’ elaboration using Bibliometrix with data from Web of Science Core Collection and Scopus.

The global thematic map confirms that hotels, the hotel sector, and performance
constitute a motor theme: they are both central to the field and internally well developed.
By contrast, the theme combining business performance, management, and innovation falls
in the basic-theme quadrant, indicating importance for connecting the field but less internal
consolidation as a specialised subfield. The theme linking firm financial performance,
the hospitality sector, and sustainable development occupies an intermediate position,
suggesting that financial performance has gained visibility, particularly in connection with
sustainability, but has not yet become a fully dominant motor theme.

The map also identifies more specialised or peripheral topics. The theme combining
diversification, ownership, and firms appears as a niche theme: internally developed but
less central to the broader field. The theme grouping tourism, hotel performance, and
satisfaction appears closer to the emerging or declining quadrant, not because satisfaction
and tourism are unimportant, but because within this corpus and at the selected thresholds,
this thematic grouping is less central and less internally dense than the dominant hotel-
sector performance cluster.

Across the three analytical tools, a coherent picture emerges: hotel and hospitality
performance research has evolved from a broad literature on performance, profitability,
quality, and efficiency into a more differentiated domain structured around customer-facing
performance, operational metrics, strategic capabilities, financial performance, sustain-
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ability, and crisis resilience. Yet the underlying accounting mechanisms that may explain
profitability differences across hotel firms remain less visible in the thematic structure.
Leverage, labour productivity, labour cost intensity, and fixed-asset intensity are not central
organising themes despite their theoretical relevance for firm-level profitability. This is the
gap addressed in the next two sections.

2.5. Summary of Bibliometric Findings and Transition to the Theory-Driven Literature Review

The bibliometric analysis yields three main findings that guide the rest of the paper.
First, hotel and hospitality performance research is a mature and rapidly expanding field.
The combined Web of Science and Scopus corpus comprises 2232 documents published
across 605 sources between 1961 and 2026, with almost half of those documents published
since 2020, confirming that hotel performance is a consolidated research domain that has
gained renewed momentum in the post-COVID-19 period.

Second, the field is institutionally anchored in specialist hospitality and tourism jour-
nals, and Spain occupies a prominent position in the international research landscape.
At the country level, Spain is the third-largest contributor in corresponding-author doc-
uments after the United States and China, supporting the relevance of the Spanish hotel
sector as both a major tourism economy and a well-established empirical context for hotel
performance research.

Third, the conceptual structure of the field is multidimensional. The keyword co-
occurrence network shows overlapping areas: customer-facing hotel performance, op-
erational and revenue-management metrics, strategic and firm-level performance, and
financial or contextual performance linked to tourism, sustainability, and COVID-19. The
thematic evolution and global thematic maps reinforce this interpretation: hotel perfor-
mance research has moved from broad themes towards a more explicit concern with
business performance, firm financial performance, hotel-sector recovery, and resilience.

These findings justify the need for a theory-oriented review. The bibliometric analysis
shows where the field is concentrated and how it has evolved, but does not clarify how
specific profitability mechanisms have been conceptualised, measured, and tested in previ-
ous studies. The review in Section 3 therefore narrows the broad performance literature to
the determinants most directly connected to firm-level hotel profitability, organising the ev-
idence around four axes: (i) hotel profitability and performance measurement; (ii) financial
structure, leverage, and vulnerability; (iii) operational efficiency, labour cost structure, and
asset intensity; and (iv) destination context, COVID-19 exposure, and recovery.

3. Theory-Driven Literature Review and Conceptual Synthesis
3.1. Review Approach and Selection Logic

Following the bibliometric analysis, a theory-oriented review was conducted to in-
terpret the thematic streams most directly connected to firm-level hotel profitability. The
purpose is not to provide a scoping review, systematic review, or meta-analysis of the entire
hotel performance literature, but to clarify how previous studies conceptualise performance,
which financial and operational determinants have been examined, and how these insights
can inform the empirical specification used in this paper. This approach is appropriate
because the bibliometric analysis showed that hotel and hospitality performance research
is broad, mature, and thematically dispersed, with performance measured through ac-
counting, operational, strategic, customer-based, and sustainability-related indicators. The
screening focused on abstracts and bibliographic records from the bibliometric corpus,
with priority given to studies that explicitly linked hotel performance to accounting prof-
itability, financial structure, operational efficiency, cost structure, asset intensity, destination
characteristics, or crisis resilience.
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The review was structured around four analytical axes derived from the bibliometric
mapping. The first concerns hotel profitability and performance measurement, including
accounting-based measures such as return on assets (ROA), return on equity (ROE) and
profit margins, operational indicators such as RevPAR, ADR and occupancy, efficiency
measures such as DEA or productivity, and customer-based indicators such as satisfaction
and online reviews. The second focuses on financial structure, leverage, and vulnerability,
covering debt, capital structure, liquidity, financial constraints, and the role of indebtedness
in shaping profitability and resilience. The third examines operational efficiency, labour
cost structure, and asset intensity, addressing productivity, personnel expenses, fixed
assets, capital intensity, and asset-light strategies. The fourth addresses destination context,
COVID-19 exposure, and recovery, including location, regional heterogeneity, market
structure, tourism demand, crisis vulnerability, and post-COVID-19 recovery dynamics.

The review used the bibliometric corpus as its starting point. Studies focused exclu-
sively on customer satisfaction, service quality, online reviews, or marketing outcomes
were retained only when they established a clear link with financial or operational perfor-
mance; those with no connection to firm-level or hotel-level performance mechanisms were
not used as central evidence in the conceptual synthesis. This strategy allows the broad
performance literature to be narrowed into a set of mechanisms that can be operationalised
empirically, providing the bridge between the conceptual map of the field and the economet-
ric model. Table 4 summarises the four analytical axes, the main literature focus associated
with each one, and the corresponding empirical proxies used in the econometric analysis.

Table 4. Link between bibliometric axes, literature review, and empirical model.

Analytical Axis

Main Focus in the Literature

Empirical Role in This Study

Hotel profitability and
performance measurement

ROA, ROE, profit margins, RevPAR,
ADR, occupancy, efficiency, customer
satisfaction, and online reviews

ROA as main dependent variable; ROE,
net margin, and operating margin as
alternative dependent variables

Financial structure, leverage, and
vulnerability

Debt, leverage, capital structure,
liquidity, financial constraints, and
financial resilience

Total liabilities /assets as baseline
leverage; financial debt/assets as
robustness; leverage x COVID-19
interactions

Operational efficiency, labour cost

structure, and asset intensity

Productivity, efficiency, personnel
expenses, cost structure, fixed assets,
capital intensity, and asset-light
strategies

Labour productivity, labour cost
intensity, and fixed-asset intensity as
explanatory variables

Destination context, COVID-19
exposure, and recovery

Location, destination characteristics,
regional heterogeneity, market
structure, tourism demand,
COVID-19, crisis, and recovery

Autonomous-community fixed effects,
year fixed effects,
COVID-19/post-COVID-19 dummies,
and interaction models

Source: Authors” own elaboration.

3.2. Hotel Profitability and Performance Measurement

The first issue emerging from the review is that performance is not a magnitude
measured uniformly in hotel and hospitality research. Previous studies use several fam-
ilies of indicators depending on the level of analysis, data availability, and theoretical
perspective. Four broad measurement approaches can be distinguished: accounting-based
profitability indicators, operational hotel metrics, efficiency measures, and customer-based
or reputation-related indicators. This diversity is consistent with previous reviews show-
ing that hotel performance is a multidimensional construct examined through financial,
operational, strategic, and customer-facing perspectives (J. Chen et al., 2011; Menicucci,
2018; Sainaghi, 2010).
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Accounting-based indicators are the most appropriate measures when the objective
is to analyse profitability at the firm level. These include ROA, ROE, profit margins, and
operating margins. Some studies also use earnings before interest, taxes, depreciation,
and amortisation (EBITDA)-based measures, gross operating profit per available room
(GOPPAR), or return on capital employed (ROCE). ROA is particularly useful because
it captures the ability of a firm to generate returns from its asset base, which is highly
relevant in the hotel industry, given the importance of buildings, facilities, equipment,
and other fixed assets. Menicucci (2018) uses a multidimensional profitability framework
for Italian hospitality firms encompassing ROA, ROE, occupancy, and GOPPAR. Dimitri¢
et al. (2019) analyse profitability determinants in Mediterranean hotel companies using
firm-level financial indicators, and Matias et al. (2024) examine the influence of firm
characteristics, tangible assets, debt, and macroeconomic factors on Portuguese hotel firms’
financial performance.

ROA is especially suitable for firm-level analysis because it links profitability to the
asset base used to generate it, an important consideration in a capital-intensive sector
where hotels must transform substantial investments in property, facilities, and equipment
into sufficient operating returns. Lee (2008) offers a particularly relevant justification by
showing that, among lodging firms, ROA is a more reliable indicator of firm performance
than ROE when financial risk factors such as leverage, earnings variability, and bankruptcy
risk are taken into account. In this sense, ROA captures economic performance more
directly than equity-based measures that may be distorted by capital-structure decisions.

ROE is also frequently used in the literature, but it is more sensitive to the structure of
equity and debt. In hotel firms, where leverage, retained earnings, and ownership struc-
tures may differ substantially, ROE can be strongly affected by the denominator of the ratio.
A firm with low or negative equity may show extreme ROE values even when its operating
performance is ordinary. This sensitivity becomes especially problematic during crisis peri-
ods, when solvency, leverage, and profitability may deteriorate simultaneously, producing
sharp fluctuations in equity-based ratios (Youn & Gu, 2010). Previous hotel profitability
studies, therefore, tend to combine ROA, ROE, and margin-based measures rather than
relying on a single indicator (Dimitri¢ et al., 2019; Matias et al., 2024; Menicucci, 2018).

A second group of studies measures hotel performance through operational indicators
specific to the accommodation industry: RevPAR, ADR, occupancy rate, GOPPAR, net
operating income per available room (NOIPAR), and total revenue per available room
(TREVPAR). RevPAR combines price and occupancy by measuring room revenue per avail-
able room; ADR captures the average price obtained for occupied rooms; and occupancy
reflects the degree of capacity utilisation. These indicators are especially appropriate when
the unit of analysis is the hotel establishment or property and when room-level data are
available. O’Neill and Mattila (2006) show that occupancy and ADR are closely linked to
operating performance, but stress that they do not always translate directly into higher
profitability margins. Singh and Dev (2015) further distinguish between top-line indicators
such as ADR, RevPAR, and TREVPAR, and bottom-line measures such as GOPPAR and
NOIPAR, showing that revenue growth may conceal cost-side inefficiencies.

The distinction between operational and accounting indicators is central to hotel
performance research. J. Chen et al. (2011) compare RevPAR with traditional financial
measures such as Earnings Per Share (EPS), ROA, and ROE, supporting the view that
RevPAR is a useful commercial-performance indicator but not a substitute for accounting
measures of firm-level financial performance. Operational metrics capture pricing, capacity
utilisation, and room-revenue generation, whereas ROA, ROE, and margins capture the
broader ability of the firm to transform revenues into accounting profitability after costs,
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assets, and financing structure are taken into account (J. Chen et al., 2011; O’Neill & Mattila,
2006; Singh & Dev, 2015).

A third stream evaluates performance through efficiency methods, particularly DEA,
stochastic frontier analysis (SFA), and productivity indices. In this literature, hotel performance
is conceptualised as the ability to transform inputs, such as labour, capital, rooms, costs, or
assets, into outputs, such as revenues, overnight stays, or operating results. Avkiran (2002)
illustrates the usefulness of DEA for moving beyond simple accounting ratios and identifying
specific resource-use excesses. Shang et al. (2008) apply a three-stage DEA procedure
that separates managerial efficiency from external or environmental factors, showing that
apparently successful hotels may still exhibit resource inefficiencies. Arbelo-Pérez et al.
(2017) further connect efficiency analysis with profitability, showing that technical and
profit efficiency are closely related to ROA in hotel firms.

Efficiency-based studies are valuable because they focus on resource utilisation rather
than only accounting outcomes (Avkiran, 2002). A hotel may, however, be technically
efficient in converting inputs into outputs and yet still face weak profitability if prices,
cost structures, debt burdens, or asset intensity are unfavourable (Shieh, 2012). For this
reason, the efficiency literature informs the inclusion of labour productivity in the empirical
model without replacing the need for accounting-based profitability measures when the
research question concerns firm-level financial performance (Arbelo-Pérez et al., 2017;
Dimitri¢ et al., 2019).

A fourth group of studies conceptualises performance through customer-based and
reputational outcomes: customer satisfaction, service quality, online reviews, ratings, loy-
alty, and word-of-mouth. Banker et al. (2005) show that non-financial customer satisfaction
measures are significantly associated with subsequent financial performance, with effects
that may appear after a temporal lag. Xie et al. (2016) show that online reputation manage-
ment can influence hotel performance through customer reviews and managerial responses.
These indicators are relevant for interpreting the broader hotel performance literature, but
they capture market perception and service quality rather than the firm’s ability to trans-
form revenues into profits after labour costs, asset commitments, and financial obligations
are accounted for. They are therefore outside the empirical scope of the present firm-level
accounting analysis.

ROA is therefore selected as the primary dependent variable because it captures
the ability of hotel firms to generate returns from their asset base, which is especially
relevant in a sector characterised by substantial investment in buildings, facilities, and
fixed assets (Dimitri¢ et al., 2019; Lee, 2008; Menicucci, 2018). ROE, however, is retained
as a complementary measure but interpreted with caution, given its greater sensitivity to
differences in equity levels, leverage, and ownership structure (Lee, 2008; Youn & Gu, 2010).
Net margin and operating margin are used as alternative dependent variables, capturing
profitability relative to operating revenues and allowing an assessment of whether the main
determinants are robust across asset-based and revenue-based definitions of performance
(Dimitri¢ et al., 2019; Matias et al., 2024).

This focus is particularly relevant in the post-COVID-19 context, where aggregate
tourism recovery does not necessarily imply homogeneous firm-level financial recovery:
firms may benefit from renewed demand but still display weak profitability if they are
highly leveraged, labour-cost intensive, or burdened by a heavy fixed-asset structure
(Matias et al., 2024; Tascon et al., 2024). Table 5 summarises the four measurement ap-
proaches and their role in this study.
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Table 5. Main performance measures identified in the literature review.

Measurement Approach

Typical Indicators Usual Level of Analysis Role in This Study

Accounting profitability

ROA is the main dependent
Firm level variable; ROE and margins are
robustness checks

ROA, ROE, net margin, operating
margin, EBITDA, ROCE

Discussed as relevant hotel

Operational hotel RevPAR, ADR, occupancy, . . . .
performance GOPPAR, TREVPAR Establishment/property level ;nAe]tsrllcs, but not available in
Efficiency and DEA scores, SFA. efficiency, . . Supports the inclusion of
. productivity indices, revenue per ~ Firm or establishment level ..

productivity labour productivity

employee

. Customer satisfaction, service Relevant to broader hotel

Customer/reputation : . . . Customer/ property/platform )

quality, online reviews, ratings, performance literature but
performance level . .

loyalty outside the accounting model

Source: Authors” own elaboration.

3.3. Financial Structure, Leverage, and Vulnerability

The second stream of the review concerns the role of financial structure in hotel
profitability. This dimension is particularly relevant because hotel firms typically com-
bine substantial asset commitments, high fixed operating costs, seasonality, and strong
exposure to external shocks. Leverage may affect profitability through several channels:
it increases fixed financial obligations, reduces flexibility during downturns, constrains
investment decisions, and amplifies losses when revenues fall. At the same time, debt
may finance expansion, discipline managerial decisions, or signal growth opportunities
under certain circumstances. The literature, therefore, does not treat leverage as a purely
mechanical accounting ratio but as a context-dependent determinant of both profitability
and vulnerability (Garcia-Gomez et al., 2021; Youn & Gu, 2010).

The dominant empirical finding in hospitality research is that excessive leverage tends
to weaken financial performance. Garcia-Gomez et al. (2021), using a dynamic panel
approach for U.S. hospitality firms over 2001-2018, report a generally negative relationship
between leverage and firm performance, consistent with the pecking-order view that
more profitable firms rely less on external debt. Their methodology explicitly addresses
dynamic adjustment and endogeneity concerns. Matias et al. (2024), using Orbis data for
Portuguese hotel firms over 2016-2021, also identify debt as a significant determinant of
financial performance. Together, these studies suggest that capital structure is not simply
a background characteristic of hotel firms but one of the mechanisms through which
profitability differences emerge.

However, the leverage—performance relationship is not necessarily linear. Garcia-
Gomez et al. (2021) report evidence consistent with an inverted U-shaped pattern, indicat-
ing that moderate debt may be compatible with value creation up to a certain point, while
excessive debt becomes detrimental. A second nuance comes from studies that interpret
leverage as a potential signal to external investors. Y. Chen et al. (2024) find that, in some
market contexts, leverage may be positively associated with firm value when it commu-
nicates investment opportunities or financial discipline. Even so, this more favourable
interpretation is conditional on the economic environment: during crises, the positive
informational content of leverage tends to weaken while its role as a fixed financial burden
becomes more salient.

The expected relationship between leverage and profitability can also be situated
within classical capital-structure theory. Modigliani and Miller (1958) established the
benchmark proposition that financing structure is irrelevant under perfect capital-market
conditions. Once taxes, financial distress, information asymmetries, and agency costs are
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introduced, however, leverage can materially affect firm value and performance. Trade-
off theory suggests that firms balance the tax advantages of debt against the expected
costs of financial distress, implying that excessive leverage may reduce profitability when
debt-service obligations constrain operating flexibility (Myers, 1984). Pecking-order theory
further indicates that debt may reflect firms” accumulated need for external financing under
asymmetric information (Myers & Majluf, 1984), while agency theory recognises that debt
can discipline managerial discretion but also generates agency and distress costs when
financial commitments become excessive (Jensen & Meckling, 1976). These mechanisms
are particularly relevant in the hotel industry, where high fixed costs, asset intensity, and
exposure to volatile demand can amplify the adverse consequences of indebtedness during
major disruptions.

The crisis dimension is central in the hotel industry. Youn and Gu (2010), comparing
U.S. lodging firms before and during the Great Recession, document a broad deterioration
in liquidity, leverage, solvency, efficiency, and profitability, and show that firms with
heavier debt obligations face greater difficulty maintaining solvency when revenues fall.
The COVID-19 pandemic made this vulnerability even more visible: debt obligations
continued even when operating revenues were severely reduced. Tascon et al. (2024),
analysing European hospitality firms, show that pre-existing financial restrictions, liquidity,
leverage, tangibility, and profitability shaped firms’ resilience against the COVID-19 shock,
supporting the view that firms entered the pandemic with different degrees of financial
slack that determined their capacity to absorb it.

This literature motivates treating leverage as both a direct determinant of profitability
and a potential amplifier of crisis exposure. The distinction between tourism recovery
and hotel-firm financial recovery is therefore essential: aggregate tourism demand may
rebound, but firm-level profitability can remain uneven if some firms carry higher debt
burdens, lower liquidity, or weaker capacity to absorb fixed costs (Matias et al., 2024; Tascon
et al., 2024). This provides the rationale for estimating models that distinguish pre-COVID-
19, COVID-19, and post-COVID-19 periods and for testing interactions between leverage
and pandemic-period indicators.

The financial-structure component of the empirical model follows directly from this
evidence. The baseline specification uses total liabilities over total assets as a broad
leverage measure, capturing overall financial pressure. This broad definition is appro-
priate because hotel firms may face obligations not only through formal financial debt but
also through other liabilities that affect solvency and flexibility. A narrower debt-based
measure—short-term plus long-term financial debt over total assets—is used as a robust-
ness check. This two-step strategy is consistent with previous hospitality studies that
operationalise financial structure through leverage, debt, liquidity, or solvency ratios while
recognising that the specific accounting definition of indebtedness may influence empirical
results (Garcia-Gomez et al., 2021; Matias et al., 2024).

3.4. Operational Efficiency, Labour Costs, and Asset Intensity

A third stream of the review concerns the operational and structural determinants of
hotel profitability. Hotels are simultaneously labour-intensive and asset-intensive firms:
they require substantial investment in buildings, equipment, and facilities, but also depend
heavily on employees to deliver service quality, maintain operations, and generate customer
satisfaction. This dual dependence makes profitability particularly sensitive to resource
allocation, cost control, and capacity utilisation. Previous studies on hotel efficiency and
profitability show that performance cannot be explained only by demand or pricing; it
also depends on how effectively firms transform labour, assets, and operating costs into
revenues and accounting returns (Avkiran, 2002; Dimitri¢ et al., 2019; Menicucci, 2018).
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The efficiency literature provides one of the clearest foundations for this perspective.
DEA and frontier-based approaches conceptualise hotel performance as the transformation
of multiple inputs, such as labour, rooms, beds, assets, operating costs, or capital, into
outputs, such as revenues, overnight stays, or operating profit. Avkiran (2002) illustrates
the usefulness of DEA for moving beyond isolated accounting ratios, showing how hotel
managers can identify specific excesses in resource use while maintaining revenue gener-
ation. Shang et al. (2008) apply a three-stage DEA procedure that separates managerial
efficiency from external or environmental factors, highlighting that observed performance
may reflect not only internal management quality but also location, market conditions,
or other contextual factors outside managers’ control. Arbelo-Pérez et al. (2017), in the
Spanish hotel context, connect efficiency analysis with ROA and show that technical and
profit efficiency are closely related to accounting performance. Their work is particularly
useful because it also highlights the role of quality: a hotel may appear less cost-efficient if
it invests more heavily in service quality, but those investments may support higher prices
and stronger profitability. Dimitri¢ et al. (2019) similarly identify labour productivity as
a relevant internal determinant of profitability in Mediterranean hotel companies, with
evidence suggesting that productivity differences are especially important in Spain.

Labour costs constitute a second mechanism. Personnel expenses are central in hotels
because service delivery depends on front-office staff, housekeeping, food and beverage
operations, maintenance, and management. Higher labour expenditure is not necessarily
negative if associated with better service quality, higher prices, or stronger customer
loyalty; it becomes detrimental when labour costs rise faster than revenues or when service-
intensive operations cannot transform personnel expenses into sufficient margins. Singh
and Dev (2015) illustrate this by showing that revenue generation alone may conceal cost-
side weaknesses, since top-line indicators such as RevPAR and ADR can improve even
while bottom-line measures such as GOPPAR deteriorate.

The distinction between labour productivity and labour cost intensity is therefore
analytically important. Labour productivity captures the revenue-generating capacity of
labour, whereas labour cost intensity captures the extent to which personnel expenses
absorb operating revenues. A hotel firm may have high productivity but still display weak
profitability if labour costs account for a disproportionate share of revenues. Conversely,
low labour cost intensity may reflect efficient cost management or underinvestment in
service quality. The empirical model includes both variables, a choice that follows the
efficiency literature’s emphasis on productive use of labour inputs while also reflecting prof-
itability studies that stress the importance of cost control and margin protection (Avkiran,
2002; Dimitri¢ et al., 2019; Singh & Dev, 2015).

A third structural mechanism concerns fixed assets and capital intensity. Hotels
often require large investments in land, buildings, renovations, furniture, equipment, and
facilities. These assets may support quality, market positioning, and revenue potential,
but they also create depreciation, maintenance costs, financing needs, and operational
rigidity. The hotel product is perishable (an unsold room-night cannot be stored and sold
later), which makes capacity utilisation and asset productivity particularly important for
profitability. Matias et al. (2024) find that tangibility is a significant determinant of financial
performance in Portuguese hotel firms, reinforcing the idea that fixed assets are not neutral
accounting items but an active part of the profitability mechanism.

The asset-intensity issue is especially relevant for ROA because the denominator
of the ratio directly reflects the firm’s asset base. A hotel with substantial fixed assets
must generate sufficient operating returns to compensate for the capital invested; if assets
are underused, poorly allocated, or too rigid relative to demand, ROA may fall even
when revenues recover. The literature on asset-light strategies adds a complementary
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perspective: rather than expanding through direct ownership, hotel firms may rely on
management contracts, franchising, or fee-oriented business models. Sohn et al. (2013) show
that asset-light and fee-oriented strategies can increase profitability and reduce earnings
volatility, while Moon and Sharma (2014) find that franchising can improve profitability
and intangible value creation, though they suggest there may be an optimal proportion of
franchising rather than a universally superior model. Although the present study cannot
observe detailed ownership contracts, franchise arrangements, or management agreements
in SAB], fixed-asset intensity provides an accounting-based proxy for the weight of tangible
assets in the firm’s business model, allowing the analysis to capture whether firms with
heavier asset structures display different profitability patterns.

The model, therefore, includes labour productivity as an efficiency-related determinant,
labour cost intensity as a cost-pressure variable, and fixed-asset intensity as a measure
of asset structure and capital intensity. The expected relationships are differentiated:
productivity should be positively associated with profitability, while excessive labour cost
intensity and fixed-asset intensity may reduce ROA when not compensated by sufficient
revenue generation.

3.5. Destination Context, COVID-19, and Recovery

A fourth stream of the review concerns the contextual determinants of hotel profitabil-
ity. Hotel firms do not operate in isolation: their performance is shaped by destination
characteristics, regional demand, local market structure, seasonality, accessibility, agglom-
eration economies, and exposure to external shocks. The same firm-level resources may
generate different profitability outcomes depending on the destination in which the ho-
tel operates, so hotel profitability should be interpreted as the joint result of internal
firm characteristics and contextual conditions (Lado-Sestayo et al., 2016; Lado-Sestayo &
Fernandez-Castro, 2019; Sainaghi, 2011). This dependence on the environment implies
that profitability is not merely a measure of internal efficiency, but also a reflection of the
capacity to adapt to the destination. Recent studies suggest that factors such as resort
centrality and the density of local competitors determine price elasticity and, consequently,
the stability of financial margins in the face of external shocks (Aznar, 2024; Marco-Lajara
et al., 2016; Sanchez-Sanchez & Sanchez-Sanchez, 2025).

Location is one of the most established contextual determinants. Sainaghi (2011) shows
that the “where” dimension of hotel strategy can be as relevant as the “what” dimension.
Lado-Sestayo et al. (2016), in a large study of Spanish hotels, show that profitability is
influenced not only by hotel-level attributes but also by market structure and destination de-
mand conditions. This is directly relevant for Spain, a highly heterogeneous tourism market
with important differences between coastal, island, urban, cultural, and interior destina-
tions. Two hotel firms with similar size, cost structure, or leverage may display markedly
different profitability simply because they operate in different regional tourism environ-
ments. Lado-Sestayo and Fernandez-Castro (2019) further show that destination-related
factors are central to explaining differences in hotel efficiency, distinguishing between man-
agerial performance and contextual conditions such as destination maturity, international
visibility, transport accessibility, and the intensity of local competition.

This contextual perspective justifies the inclusion of territorial controls in firm-level
econometric models. In this study, autonomous-community fixed effects are used to control
for stable regional heterogeneity across Spanish hotel firms. This specification does not
replace a full destination-level model, but it reduces the risk of attributing to firm-level
financial and operational variables what may partly reflect persistent differences between
regional tourism environments.
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External shocks represent a second contextual dimension. Evidence from the Great Re-
cession already showed that downturns can simultaneously deteriorate liquidity, leverage,
solvency, efficiency, and profitability in lodging firms (Youn & Gu, 2010). The COVID-19
pandemic represented an even more extreme disruption, combining mobility restrictions,
temporary closures, demand collapse, and uncertainty about reopening. Tascon et al. (2024)
show that pre-existing financial restrictions, liquidity, leverage, tangibility, and prior prof-
itability shaped hospitality firms’ resilience during COVID-19, while Matias et al. (2024)
find that smaller firms were particularly vulnerable to the collapse in demand. These
studies indicate that COVID-19 should not be understood only as an aggregate demand
shock but also as a stress test of firms” balance sheets, cost structures, and capacity for
financial adjustment.

The COVID-19 period also complicates interpretation because it was accompanied
by extraordinary public support measures in Spain, including broad emergency measures
to mitigate the economic and social impact of the pandemic, specific support measures
for tourism, hospitality, and commerce, and a national plan aimed at relaunching tourism
under safe and sustainable conditions (Government of Spain, 2020a, 2020b, 2020c). These
measures may have mitigated the deterioration of employment, liquidity, and solvency
in tourism and hospitality while also altering the timing and magnitude of observed
accounting losses. Firm-level outcomes during 20202021 thus reflect the combined effect of
demand collapse, mobility restrictions, balance-sheet vulnerability, cost rigidity, and policy
intervention (Siddique et al., 2026; Subedi & Kubickova, 2024; Tascon et al., 2024). This
reinforces the need to interpret COVID-19-period estimates as net observed associations
rather than as pure demand effects.

The post-COVID-19 period raises a further analytical issue. Recovery in hotel prof-
itability may not represent a simple return to the pre-pandemic equilibrium. Some firms
may have recovered rapidly due to pent-up demand and price increases, while others may
have remained constrained by accumulated debt, higher costs, low liquidity, or under-
investment during the crisis. The literature on financial resilience, therefore, supports a
dynamic view of hotel performance, in which the effect of firm-level determinants differs
across pre-crisis, crisis, and recovery periods (Matias et al., 2024; Tascon et al., 2024; Youn &
Gu, 2010). This is precisely the distinction the empirical design seeks to capture.

3.6. Conceptual Synthesis and Link to the Empirical Model

The review shows that hotel profitability is shaped by a set of interconnected mecha-
nisms rather than a single determinant. The first concerns the measurement of performance
itself: accounting indicators such as ROA, ROE, and profit margins are more appropriate
for firm-level profitability analysis than operational metrics or customer-based indicators,
because they reflect the combined effect of revenues, costs, assets, and financial structure
on the firm’s economic performance (Lee, 2008; Menicucci, 2018; Singh & Dev, 2015). The
second mechanism concerns financial structure and vulnerability: the reviewed literature
generally suggests that excessive leverage weakens profitability and increases exposure to
downturns, although the relationship may be non-linear or context-dependent, with the
adverse effect amplified during systemic shocks such as COVID-19 (Garcia-Gomez et al.,
2021; Tascon et al., 2024; Youn & Gu, 2010). The third mechanism concerns operational effi-
ciency, labour cost pressure, and asset intensity: hotel performance depends on the ability
to transform labour, rooms, assets, and operating costs into revenue or profit, with labour
productivity, cost control, and tangible assets all serving as relevant internal determinants
of financial performance (Avkiran, 2002; Dimitri¢ et al., 2019; Matias et al., 2024; Menicucci,
2018; Shang et al., 2008). The fourth mechanism concerns contextual conditions, destination
heterogeneity, and external shocks: location, regional heterogeneity, and macro-shocks
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shape hotel profitability through channels that are partially outside firms’ control, justifying
the use of regional fixed effects, year fixed effects, and period indicators (Lado-Sestayo
et al., 2016; Lado-Sestayo & Fernandez-Castro, 2019; Matias et al., 2024; Sainaghi, 2011;
Tascon et al., 2024).

Table 6 summarises the main analytical axes, the key insights from the literature, and
the corresponding empirical operationalisation used in this study. This synthesis leads
to three empirical expectations. First, hotel firms with higher leverage are expected to
display lower profitability, particularly during the COVID-19 period, when fixed financial
obligations became more burdensome under conditions of revenue disruption. Second,
labour productivity is expected to be positively associated with profitability, whereas
labour cost intensity and fixed-asset intensity are expected to reduce profitability when
not compensated by sufficient revenue generation. Third, profitability is expected to vary
across years and regions, reflecting macroeconomic shocks, destination-specific conditions,
and the uneven recovery of the Spanish hotel sector. These expectations are tested in
Section 4 using a panel of Spanish firms classified under CNAE 5510 over the period of
2015-2024.

Table 6. Conceptual synthesis and empirical operationalisation.

Analytical Axis

Main Insight from the Literature Empirical Operationalisation

Hotel profitability and
performance measurement

Performance is multidimensional;
accounting indicators are most
appropriate for firm-level profitability
analysis

ROA as main dependent variable; ROE,
net margin, and operating margin as
alternative dependent variables

Financial structure,
leverage, and vulnerability

Total liabilities /assets as baseline leverage;

Ex ive leverage tends to redu . .
cessive leverage tends to reduce financial debt/assets as robustness;

profitability and may amplify
vulnerability during crises

leverage x COVID-19/post-COVID-19
interactions

Operational efficiency and
labour cost structure

Productivity supports profitability, but
labour costs reduce margins when they

Labour productivity; labour cost intensity

absorb excessive revenue

Asset intensity and
business model rigidity

Tangible assets can support revenue
generation, but may reduce ROA when
the asset base is too heavy or underused

Fixed-asset intensity

Destination context and
crisis exposure

Location, regional heterogeneity, and
macro-shocks condition firm-level
profitability

Autonomous-community fixed effects;
year fixed effects; COVID-19 and
post-COVID-19 dummies

Source: Authors” own elaboration.

4. Empirical Analysis: Firm-Level Determinants of Hotel Profitability
4.1. Data Source, Sample Selection, and Empirical Setting

The empirical analysis is based on firm-level accounting data obtained from the
SABI database (INFORMA D&B, n.d.), a financial and business information database
covering Spanish and Portuguese companies that is commonly used for company-level
financial analysis. SABI provides standardised financial statement information, legal
and identification data, and firm-level characteristics, making it suitable for constructing
longitudinal panels of firms operating within a specific sector. According to INFORMA,
SABI covers more than three million Spanish companies, with standardised financial
statements that facilitate comparative financial analysis across firms and years.

The population of interest comprises Spanish firms whose main activity is classified
under CNAE 5510, corresponding to “hotels and similar accommodation” (Hoteles y alo-
jamientos similares). CNAE-2009 has been the official statistical classification of economic
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activity in Spain since 2009 (Instituto Nacional de Estadistica, 2009). The selected code
identifies firms operating in hotels and similar accommodation services, which is the most
appropriate sectoral delimitation for analysing hotel profitability while avoiding the inclu-
sion of more heterogeneous accommodation activities such as short-stay tourist apartments,
campsites, or other accommodation services. This sectoral restriction is important because
the study aims to focus on hotel firms specifically, whose profitability dynamics are strongly
shaped by fixed assets, labour intensity, demand seasonality, and destination characteristics.

The initial extraction from SABI identified 4245 active Spanish firms classified under
CNAE 5510 with available accounting information. The database provides a consolidation
code distinguishing individual accounts from consolidated group accounts; this variable
was examined during data cleaning to assess whether corporate groups appeared with
multiple entries. Given that the analytical sample is dominated by small- and medium-
sized independent hotel firms, the risk of material double-counting from overlapping group
accounts is considered limited, though it is acknowledged as a residual limitation of using a
registry-based database. The raw panel yielded an initial 46,695 firm-year observations. The
2025 accounting year was excluded because data were available for only five firms, leaving
a final temporal window of 2015-2024. This period captures three clearly differentiated
phases in the recent evolution of the Spanish hotel sector: the pre-COVID-19 expansionary
period, the COVID-19 shock, and the post-COVID-19 recovery.

Sample construction followed several steps. First, the panel was restricted to
2015-2024. Second, observations with non-positive or missing total assets were removed,
since total assets are required to compute and interpret ROA. Third, observations with
missing or non-positive operating revenues were excluded, because several explanatory
variables, such as profit margins, labour cost intensity, and productivity measures, require
positive revenue values. Finally, the estimation sample was restricted to observations
with non-missing values for all variables included in the econometric models. Continuous
variables were winsorized at the 1st and 99th percentiles (Leone et al., 2019), preserving
the full panel while limiting the disproportionate influence of extreme accounting ratios
arising from small denominators, exceptional losses, or reporting anomalies.

The final analytical sample used in the descriptive analysis contains 41,872 firm-
year observations from 4239 firms. The stricter estimation sample used in the baseline
econometric models contains 38,651 firm-year observations from 4159 firms. Table 7
summarises the sample construction process. The panel is formally unbalanced, since
not all firms are observed in every year of the 2015-2024 window. However, coverage is
high, and the panel is close to balanced in practice: in the final estimation sample, firms
are observed for an average of 9.29 years, the median firm is observed for the full 10-year
period, 77.2% of firms are observed in all ten years, and 89.5% are observed for at least
eight years. Only 1.0% of firms appear for a single year. The panel is dominated by small-
and medium-sized hotel firms: the median number of employees in the analytical sample
is 12, and the median operating revenue is approximately €827,000, indicating that large
hotel chains and corporate groups represent a small minority of the total firm count.

Table 7. Sample construction.

Sample Construction Step Firm-Year Observations  Firms
Original SABI panel 46,695 4245
2015-2024 with positive total assets 42,450 4245
2015-2024 with positive total assets and operating revenues 41,872 4239
Final estimation sample 38,651 4159

Source: Authors” own elaboration based on SABI data.
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Spain provides a strong empirical setting for examining hotel profitability. The country
has a large and regionally diverse hotel industry, with substantial differences between
coastal, island, urban and inland destinations. Previous research has shown that hotel
profitability in Spain is shaped not only by internal managerial factors but also by market
structure and destination characteristics (Lado-Sestayo et al., 2016; Lado-Sestayo & Vivel-
Btia, 2018). The present study builds on this tradition using a more recent firm-level panel
covering the pre-COVID-19, COVID-19 and post-COVID-19 periods.

The COVID-19 period requires particular interpretative caution. The hotel sector
was directly affected by mobility restrictions, demand collapse, and temporary closures,
but also by extraordinary public support measures, including labour-market measures,
liquidity guarantees, sector-specific support for tourism and hospitality, and recovery plans
(Government of Spain, 2020a, 2020b, 2020c). Since the empirical specification does not
include a direct stringency or lockdown-intensity index, the COVID-19-period coefficient
should be interpreted as a net association capturing the combined effect of severe market
disruption and substantial institutional intervention, rather than as the isolated gross effect
of the pandemic shock. This interpretation is consistent with evidence showing that lockdown
measures had a direct negative impact on hotel revenues (Polemis & Oikonomou, 2021).

4.2. Variables and Empirical Specification

The dependent variable is return on assets (ROA), measured as operating profitability
over total assets. In the SABI data, this corresponds to the economic profitability ratio,
which captures the ability of firms to generate operating returns from their asset base.
ROA is preferred because it captures the ability of hotel firms to generate returns from
their asset base, which is especially relevant in a sector characterised by high fixed costs
and substantial investment in buildings, facilities, and equipment. ROE is retained as a
complementary profitability measure. Two margin-based indicators, net profit margin and
operating margin, are used as additional alternatives, capturing profitability relative to
operating revenues and providing a check on whether the main determinants are robust
across asset-based and revenue-based definitions of performance.

The explanatory variables are selected on the basis of the bibliometric analysis and
theory-oriented review in the previous sections. Firm size is measured as the logarithm of
total assets, which may capture economies of scale, market presence, and access to financial
resources, though its expected sign is not unambiguous in the hotel sector: larger firms
may benefit from scale economies but may also operate with heavier asset structures and
higher fixed costs. Leverage is measured primarily as total liabilities over total assets,
capturing broad financial pressure and the extent to which the firm relies on debt and other
liabilities to finance its asset base. The expected relationship with profitability is negative,
particularly in a sector exposed to demand volatility, seasonality and large fixed costs.
Labour productivity, measured as operating revenues per employee in logarithmic form, is
expected to be positively associated with profitability. Labour cost intensity, measured as
personnel expenses over operating revenues, is expected to be negatively associated with
profitability when labour costs absorb an excessive share of revenues. Fixed-asset intensity,
measured as fixed assets over total assets, captures the capital intensity of the firm and
the weight of long-term assets in its balance sheet; its expected sign is ambiguous, since
higher fixed assets may reflect better facilities or a heavier asset structure that reduces ROA
when underutilised.

The panel-data approach is appropriate because the dataset repeatedly observes the
same hotel firms over 2015-2024, providing both cross-sectional and within-firm variation.
This structure makes it possible to distinguish changes occurring within the same firm
from persistent differences across firms and from common shocks affecting the sector over
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time. Firm fixed effects absorb time-invariant unobserved characteristics, such as persistent
differences in business model, ownership structure, location quality, or managerial culture,
while year fixed effects control for macroeconomic conditions and sector-wide shocks. The
resulting specification, therefore, identifies the coefficients from changes within firms over
time rather than relying exclusively on comparisons between heterogeneous firms.

The baseline empirical specification is:

Profitability; = By Sizey + By Leverage; + B3 Productivity; + B4 LaborCostintensity; + Bs Fixed AssetIntensity; + vt + 6, + € (1)

where i denotes the firm, t denotes the year, and r denotes the autonomous community.
Year fixed effects y; control for macroeconomic conditions and common shocks affecting all
firms in a given year. Regional fixed effects J, at the autonomous-community level control
for time-invariant regional heterogeneity related to destination characteristics, tourism spe-
cialisation, market structure and institutional context. Finally, ¢;; denotes the idiosyncratic
error term capturing time-varying unobserved factors affecting firm profitability.

A second specification replaces regional fixed effects with firm fixed effects:

Profitability; = B Sizej; + By Leveragei + B3 Productivity; + Ba LaborCostIntensity; + Bs Fixed AssetIntensity; + y¢ + «; + € (2)

where «; captures unobserved time-invariant firm characteristics. This specification is
more demanding because it identifies the coefficients from within-firm variation over
time, controlling for stable differences between firms—business model, location quality,
managerial culture, ownership structure, or persistent market positioning—provided that
these characteristics do not vary substantially over the period analysed.

In addition to the baseline models, two period variables are introduced in specific
specifications. The first identifies the COVID-19 period (2020-2021); the second identifies
the post-COVID-19 period (2022-2024), with the pre-COVID-19 period (2015-2019) as the
reference category. All continuous variables are winsorized at the 1st and 99th percentiles.
Standard errors are clustered at the firm level in all specifications to account for serial
correlation and heteroskedasticity within firms over time (Wooldridge, 2010).

Because several variables are expressed as accounting ratios, additional diagnostic
checks were conducted to assess whether the results could be affected by mechanical
correlation or multicollinearity among regressors. This issue is particularly relevant because
ROA, leverage, and fixed-asset intensity are all scaled by total assets. Pairwise correlations
do not indicate a problematic common-denominator pattern: the correlation between
leverage and fixed-asset intensity is virtually zero (r = 0.004), while their correlations
with log total assets are modest. The highest absolute pairwise correlation among the
regressors is observed between log productivity and labour cost intensity (r = —0.677),
reflecting the expected economic relationship between revenue per employee and personnel
expenses relative to revenue rather than a total-assets denominator effect. Variance inflation
factors further support this interpretation: the maximum VIF is 2.160 in the auxiliary
model without fixed effects and 2.453 when year and autonomous-community controls are
included, well below conventional thresholds for problematic multicollinearity.

Diagnostic tests are shown in Table 8. The specification tests support the panel and
fixed-effects approach. The F test rejects the null hypothesis that all firm-specific effects
are zero, while the Breusch—-Pagan LM test rejects the absence of firm-level panel effects.
Pooled estimation is therefore inappropriate. The Hausman test also strongly rejects
the consistency of the random-effects estimator, supporting the use of firm fixed effects.
Additional diagnostics detect heteroskedasticity, within-firm serial correlation, and cross-
sectional dependence. Accordingly, the main specifications use standard errors clustered at
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the firm level, and an additional sensitivity analysis applies two-way clustering by firm
and year.

Table 8. Panel-model specification and diagnostic tests.

Diagnostic Test Null Hypothesis p-Value Conclusion
F test for firm fixed effects No firm-specific effects <0.001 Pooled OLS rejected
Breusch-Pagan LM panel test No panel effects <0.001 Panel structure supported
Hausman test Random effects are consistent <0.001 Fixed effects preferred
Breusch—Pagan heteroskedasticity test Homoskedastic errors <0.001 Heteroskedasticity detected
Panel serial-correlation test No within-firm serial correlation <0.001 Serial correlation detected
Jarque—Bera residual normality test Residuals are normally distributed <0.001 Non-normality detected
Pesaran CD test Cross-sectional independence <0.001 Cross-sectional dependence detected

Note: Reported p-values correspond to the respective F, chi-squared, LM, and standardised test statistics. All
null hypotheses are rejected at the 1% level. Firm-clustered standard errors are used to accommodate het-
eroskedasticity and within-firm serial correlation. Given the evidence of cross-sectional dependence, two-way
clustering by firm and year is additionally considered as a sensitivity analysis. Source: Authors” own elaboration
based on SABI data.

Residual normality was also examined descriptively. The Jarque—Bera test rejects
normality, largely reflecting excess kurtosis rather than substantial asymmetry. This result
is unsurprising in a sample exceeding 38,000 observations, in which formal normality tests
are highly sensitive to small distributional departures. Residual normality is not required
for consistency of the fixed-effects estimator, and statistical inference is based on robust
clustered standard errors.

4.3. Descriptive Evidence: Profitability Dynamics and Regional Heterogeneity

Before estimating the econometric models, this subsection presents descriptive evi-
dence on the evolution of hotel profitability over 2015-2024. The annual distribution of
observations is highly stable, with more than 4100 firms observed in each year of the period
(Table 9).

Table 9. Annual distribution of the analytical sample.

Year Firm-Year Observations Firms
2015 4104 4104
2016 4150 4150
2017 4185 4185
2018 4201 4201
2019 4207 4207
2020 4175 4175
2021 4208 4208
2022 4216 4216
2023 4219 4219
2024 4207 4207

Source: Authors” own elaboration based on SABI data.

Figure 6 shows the evolution of mean and median ROA and ROE over the 2015-2024
period. The Figure clearly reflects the three phases covered by the sample: a positive and
relatively stable pre-COVID-19 period, a sharp deterioration in 2020, and a progressive
post-COVID-19 recovery. During the pre-COVID-19 years, median ROA increased from
2.4% in 2015 to 4.6% in 2017, before moderating slightly in 2018 and 2019. In 2020, the sector
experienced a marked profitability decline: mean ROA fell to —9.9% and median ROA
to —5.8%, while mean and median ROE also turned negative. This pattern is consistent
with the contraction in hotel demand caused by mobility restrictions, border closures, and
the pandemic shock. Profitability recovered substantially in 2021, although not fully to
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pre-pandemic levels, and the recovery became clearer in 2022-2024, with median ROA
rising to 4.8%, 5.9%, and 6.9%, respectively.
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Figure 6. Evolution of ROA and ROE, 2015-2024. Values are expressed as percentages. The shaded
grey area identifies the COVID-19 shock year, while the shaded blue area identifies the post-COVID-19
recovery period. Source: Authors’ own elaboration based on SABI data.

The joint representation of means and medians is useful because it reveals both the
average evolution of profitability and the central tendency of the firm distribution. The
standard deviation of ROA across the full analytical sample is 14.6 percentage points,
reflecting substantial heterogeneity in performance across hotel firms even within the same
year. The gap between mean and median ROA suggests that profitability is affected by
asymmetric dispersion and extreme firm-level outcomes, which justifies reporting median
values alongside means in the descriptive analysis and applying winsorization in the
econometric models. The post-COVID-19 recovery should also be interpreted with caution
because the sample is subject to survivorship bias: hotel firms that permanently ceased
activity during the COVID-19 period are not observed in subsequent years, so the estimated
profitability figures for 2022-2024 reflect the performance of continuing firms and may
overstate the recovery relative to the full population of firms active in 2019.

The temporal pattern is also consistent with aggregate tourism statistics for Spain. In-
ternational tourism recovered strongly after the pandemic, with Spain receiving 85.1 million
international tourists in 2023, exceeding the 2019 pre-pandemic benchmark by 1.9%. In
2024, international arrivals reached 93.8 million, a new all-time record and a 10.1% increase
on the previous year (Ministerio de Industria y Turismo, 2025). International tourism also
recovered globally to pre-pandemic levels in 2024 (UN Tourism, 2025).

The profitability by period (Table 10) further confirms this pattern. In the pre-COVID-
19 period, the mean ROA was 6.1% and the median ROA was 3.7%. During COVID-19,
mean ROA turned negative (—2.3%) and median ROA fell slightly below zero (—0.9%).
In the post-COVID-19 period, mean ROA increased to 7.9% and median ROA to 5.7%,
exceeding the pre-COVID-19 median. These results indicate that the pandemic caused a
substantial but temporary profitability shock, followed by a strong recovery among the
firms that remained active.
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Table 10. Profitability by period.
Period Observations Firms Mean ROA Median ROA Mean ROE Median ROE
Pre-COVID-19 20,847 4225 0.061 0.037 0.159 0.086
COVID-19 8383 4217 —0.023 —0.009 —0.003 0.002
Post-COVID-19 12,642 4237 0.079 0.057 0.159 0.108

Source: Authors” own elaboration based on SABI data.

A second relevant pattern is the substantial regional heterogeneity documented in
Table 11. Median ROA varies considerably across autonomous communities, which is
consistent with previous evidence emphasising the relevance of destination characteristics
for hotel performance. The highest median ROA values are observed in the Balearic Islands,
the Canary Islands, the Valencian Community, the Basque Country, Madrid, Catalonia, and
Andalusia, regions combining different forms of tourism specialisation: island and coastal
tourism, Mediterranean tourism, urban and business tourism, and mixed coastal, cultural,
and urban tourism. Inland or less internationally intensive regions such as Extremadura,
Murcia, Castilla-La Mancha, Asturias, Aragén, and Castilla y Leédn show lower median
ROA values.

Table 11. Median ROA by autonomous community.

Autonomous Community Firms Mean ROA Median ROA
Balearic Islands 591 0.064 0.058
Canary Islands 261 0.061 0.052
Valencian Community 303 0.062 0.046
Basque Country 112 0.067 0.042
Madrid 388 0.050 0.037
Catalonia 825 0.055 0.037
Andalusia 507 0.056 0.036
Navarre 65 0.051 0.035
Galicia 302 0.032 0.021
Cantabria 91 0.038 0.017
Castile and Le6n 248 0.026 0.017
Aragon 166 0.029 0.017
Asturias 143 0.031 0.016
Castile-La Mancha 118 0.016 0.012
Murcia 43 0.021 0.012
Extremadura 48 0.019 0.011

Source: Authors” own elaboration based on SABI data.

This territorial pattern supports the inclusion of regional fixed effects in the baseline
econometric models. The descriptive evidence suggests three preliminary conclusions.
First, the firm-level accounting data capture the major profitability shock experienced by
the Spanish hotel sector in 2020 and the subsequent recovery. Second, the post-COVID-19
period shows a profitability rebound consistent with the broader recovery of Spanish
and international tourism demand. Third, profitability differs markedly across regions,
indicating that any econometric analysis should control for territorial heterogeneity.

Finally, Table 12 juxtaposes the recovery of aggregate tourism demand with the evo-
lution and distribution of firm-level profitability. By 2023, both international arrivals and
hotel overnight stays had exceeded their 2019 levels, reaching 112.3% and 106.0%, respec-
tively, in 2024. Median ROA also recovered strongly, increasing from 3.65% in 2019 to 6.89%
in 2024. However, this aggregate improvement was not shared uniformly across firms.
In 2024, 34.6% of the firms observed in both periods still reported an ROA below their
own 2019 level, despite tourism demand having surpassed its pre-pandemic benchmark.
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This coexistence of aggregate market recovery and incomplete firm-level financial recovery
provides descriptive evidence consistent with a heterogeneous tourism-to-profitability
conversion gap.

Table 12. Tourism demand recovery and heterogeneous firm-level profitability, 2019-2024.

International Hotel Overnight . o Firms with Negative  Firms Below Own

Year Tourists Stays Median ROA (%) ROA (%) 2019 ROA (%)
2019 100.0 100.0 3.65 19.8 —

2020 22.6 26.9 —5.80 81.6 89.4

2021 37.4 50.4 3.25 28.1 50.1

2022 85.9 93.4 4.83 19.0 46.1

2023 101.9 101.0 5.87 16.6 38.5

2024 112.3 106.0 6.89 14.8 34.6

Notes: Tourism indicators are national aggregates and are expressed as indices with 2019 = 100. Median ROA and
the percentage of firms with negative ROA are calculated from the analytical sample. The final column includes
firms observed both in 2019 and in the corresponding year and reports the percentage for those whose ROA
remained below their own 2019 value. The comparison is descriptive and should not be interpreted as a firm-level
causal estimate. Sources: Instituto Nacional de Estadistica (2025a, 2025b) and authors’ calculations based on
SABI data.

This comparison should not be interpreted as a firm-level causal estimate of the con-
version gap because the tourism indicators are national aggregates and cannot be matched
directly to each firm’s demand exposure. Rather, it provides a descriptive operationalisation
of the divergence between market recovery and accounting profitability.

4.4. Baseline Econometric Results

Table 13 reports the baseline econometric results for the determinants of hotel prof-
itability, with ROA as the main dependent variable. Three specifications are presented
in order to progressively control for different sources of heterogeneity. The first model
includes COVID-19 and post-COVID-19 period dummies and autonomous-community
(region) fixed effects (FE). The second replaces the period dummies with year fixed effects
while maintaining autonomous-community fixed effects. The third and most demanding
specification includes firm fixed effects and year fixed effects, identifying the coefficients
from within-firm variation over time. Standard errors are clustered at the firm level in
all models.

The most consistent result concerns leverage. Across all three ROA specifications, the
leverage coefficient is negative, large in magnitude, and highly statistically significant. In
the model with autonomous-community fixed effects and period dummies, the coefficient
is —0.0877; with year fixed effects, it remains virtually unchanged at —0.0865; and in the
firm fixed-effects specification, it grows in absolute value to 0.1624. This indicates that more
highly leveraged hotel firms display lower returns on assets, and that leverage increases
within the same firm over time are also associated with lower ROA. The result is particularly
relevant in the hotel industry, where high fixed costs, seasonality, and sensitivity to demand
shocks make financial structure a central correlate of performance. It is consistent with the
view that indebtedness amplifies vulnerability in capital-intensive service sectors, especially
when revenue streams are unstable.

Labour productivity is positively and significantly associated with ROA in all baseline
specifications. The coefficients are 0.0271, 0.0245, and 0.0382, respectively, suggesting that
firms generating higher operating revenue per employee achieve higher returns on their
asset base. The result supports the interpretation that operational efficiency is a structural
determinant of hotel profitability: in a labour-intensive sector, profitability does not depend
only on cost containment but also on the ability to convert labour inputs into sufficient
revenue generation.
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Table 13. Baseline determinants of hotel profitability.

Variable Period + Region FE  Year + Region FE Firm + Year FE
Log total assets —0.0019 * —0.0017 * 0.0133 ***
Leverage —0.0877 *** —0.0865 *** —0.1624 ***
Log productivity 0.02771 *** 0.0245 *** 0.0382 ***
Labour cost —0.1719 *** —0.1458 **+* —0.1417
intensity

Fixed-asset —0.0996 *** —0.0982 *** —0.1308 ***
intensity

COVID-19 period —0.0583 *** — —
Pos.t—COVID—19 0.0036 * . .
period

Region FE Yes Yes No
Year FE No Yes Yes
Firm FE No No Yes
Observations 38,651 38,651 38,610
R? 0.281 0.306 0.532
Within R? 0.274 0.191 0.181

Note: Standard errors are clustered at the firm level. *, ** and *** indicate significance at the 5%, 1% and 0.1%
levels, respectively. The slightly lower number of observations in firm fixed-effects models reflects the exclusion
of firms with insufficient within-firm variation for fixed-effects estimation. Source: Authors’ own elaboration
based on SABI data.

Labour cost intensity shows the opposite pattern. The coefficient is negative and highly
significant in all three ROA models (—0.1719, —0.1458, and —0.1417). This should not be
read as a simple argument for reducing labour expenditure: rather, it reflects the importance
of the relationship between labour costs and revenue generation. When personnel expenses
rise relative to operating revenues, the accounting impact on profitability is negative
regardless of the reasons for that increase. The result, therefore, reinforces the need to
interpret labour cost intensity together with productivity rather than in isolation.

Fixed-asset intensity is also negatively and significantly related to ROA in all speci-
fications (—0.0996, —0.0982, and —0.1308). A higher fixed-asset share may reflect better
facilities or higher-category establishments, but it also increases the asset base that must
generate sufficient returns. The negative coefficient suggests that, conditional on size,
leverage, productivity, and labour cost intensity, a heavier fixed-asset structure is associated
with lower returns on assets. In other words, asset intensity improves profitability only
when matched by sufficient utilisation, occupancy, and revenue generation.

The effect of firm size is more nuanced. In the specifications with autonomous-
community fixed effects, the coefficient of log total assets is small and negative, suggesting
that larger asset bases are not necessarily associated with higher ROA across firms. In
the firm fixed-effects model, however, the coefficient becomes positive and highly signif-
icant (0.0133). This difference suggests that within firms, increases in the asset base are
positively associated with profitability once time-invariant firm characteristics and com-
mon year shocks are controlled for, possibly reflecting expansion, productive investment,
modernisation, or post-crisis recovery dynamics.

The COVID-19 period dummy is negative and highly significant (—0.0583), indicat-
ing that ROA during 2020-2021 was approximately 5.8 percentage points lower than in
the pre-COVID-19 period after controlling for firm characteristics and regional fixed ef-
fects. The post-COVID-19 coefficient is positive but small (0.0036), indicating a modest
improvement relative to the pre-COVID-19 baseline. These should be interpreted as net
observed associations in a period of exceptional disruption and public intervention, not as
the isolated effect of the pandemic. The explanatory power of the models is informative:
R? ranges from 0.281 in the period-region specification to 0.532 in the firm-year fixed-effects
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model, with a within R? of around 18% in the most demanding specification, showing
that changes in leverage, productivity, labour cost intensity, and fixed-asset intensity also
explain meaningful within-firm profitability variation over time.

4.5. Alternative Profitability Measures

To assess whether the baseline results are specific to asset-based profitability, additional
models were estimated using ROE, net profit margin, and operating margin as dependent
variables. The results are reported in Table 14.

Table 14. Profitability regressions with alternative specifications.

Variable ROE Year + Net Margin Year + Operating Margin Operating Margin
Region FE Region FE Year + Region FE Firm + Year FE
Log total assets —0.0109 *** —0.0048 —0.0034 —0.0097
Leverage 0.0926 *** —0.1629 *** —0.1268 *** —0.0922 ***
Log productivity 0.0954 *** —0.0527 *** —0.0621 *** 0.0500 **
Labour cost intensity —0.2041 *** —1.7990 *** —2.0810 *** —2.5290 ***
Fixed-asset intensity —0.2348 *** —0.0945 *** —0.0651 *** —0.0426
Year FE Yes Yes Yes Yes
Region FE Yes Yes Yes No
Firm FE No No No Yes
Observations 38,651 38,651 38,651 38,610
R? 0.048 0.490 0.558 0.741
Within R? 0.029 0.402 0.473 0.578

Note: Standard errors are clustered at the firm level. *, ** and *** indicate significance at the 5%, 1% and 0.1% levels,
respectively. Source: Authors’ own elaboration based on SABI data.

The ROE results are broadly consistent with the baseline models for labour produc-
tivity, labour cost intensity, and fixed-asset intensity, which preserve their signs across
specifications. The leverage coefficient, however, is positive in the ROE model, a result that
is not contradictory but reflects a well-known mechanical feature of ROE: firms with higher
leverage may display higher returns on equity when profits are positive because a smaller
equity base amplifies the ratio. This behaviour is precisely why ROA is preferred over ROE
as the primary dependent variable: ROA is less sensitive to differences in equity levels and
provides a more stable basis for comparing firms with different financial structures.

The margin-based models provide additional support for the baseline interpretation.
In the net margin and operating margin specifications, leverage, labour cost intensity, and
fixed-asset intensity are negative and statistically significant. The coefficient of labour cost
intensity is particularly large, as expected, because profit margins are directly determined
by the ratio between personnel expenses and operating revenues. In the year-and-region
specification, labour cost intensity has a coefficient of —1.799 for net margin and —2.081 for
operating margin; in the firm-year fixed-effects operating-margin model, it reaches —2.529.
These results confirm that the weight of labour costs in revenues is a central determinant
of margin-based profitability. The R? values are high, reaching 0.558 in the year-region
operating-margin specification and 0.741 in the firm-year fixed-effects model.

The productivity coefficient shows a different pattern from the ROA models: it is
negative in the margin specifications with year and regional fixed effects, but positive in
the firm-year operating-margin specification. This suggests that productivity and margins
capture different aspects of hotel performance. Higher revenue per employee improves
asset-based profitability by indicating more efficient use of labour relative to the asset base,
but higher productivity may also be associated with larger or higher-volume business
models that operate on thinner margins. Productivity should, therefore, be interpreted
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primarily as an efficiency determinant of ROA, while margin models are more directly
driven by cost intensity and revenue structure.

The alternative dependent-variable models confirm the robustness of the main findings
while also justifying the use of ROA as the baseline measure. ROA offers the most coherent
and stable interpretation in an asset-intensive industry.

4.6. Robustness Checks

This subsection presents several robustness checks designed to assess whether the
baseline results are sensitive to the period analysed, the definition of leverage, the presence
of extreme observations, or the choice of profitability measure. Overall, the robustness
analyses confirm the main findings.

4.6.1. Subperiod Analysis

The first robustness check estimates the ROA model separately for the pre-COVID-
19 (2015-2019), COVID-19 (2020-2021), and post-COVID-19 (2022-2024) periods. This
allows us to assess whether the determinants of profitability are stable across different
macroeconomic and sectoral conditions. Results are reported in Table 15.

Table 15. ROA models by subperiod.

Variable Pre-COVID-19 COVID-19 Post-COVID-19
Log total assets —0.0023 * —0.0035 ** —0.0001
Leverage —0.0803 *** —0.1177 *** —0.0708 ***
Log productivity 0.0212 *** 0.0192 *** 0.0237 ***
Labour cost —0.1797 *** —0.1149 ** —0.1712 ***
intensity

Fixed-asset —0.1148 *** —0.0029 —0.1299 ***
intensity

Region FE Yes Yes Yes
Year FE Yes Yes Yes
Observations 19,250 7711 11,690
R? 0.217 0.378 0.248
Within R? 0.194 0.187 0.222

Note: Standard errors are clustered at the firm level. *, ** and *** indicate significance at the 5%, 1% and 0.1% levels,
respectively. Source: Authors’ own elaboration based on SABI data.

Leverage remains negative and statistically significant in all three subperiods. In
the year-and-region specification, the leverage coefficient is —0.0803 in the pre-COVID-19
period, —0.1177 during COVID-19, and —0.0708 in the post-COVID-19 period, confirming
that the negative leverage-ROA relationship is not specific to a single macroeconomic phase,
though it intensifies during the pandemic, which is consistent with the interpretation that
highly leveraged hotel firms were more financially vulnerable when revenues collapsed.

Labour productivity is positive and statistically significant across all three subperiods
(0.0212, 0.0192, and 0.0237), suggesting that productivity is a structural rather than cyclical
determinant of hotel profitability. Labour cost intensity remains negative and significant in
all three periods, though the coefficient is somewhat smaller during COVID-19 (—0.1149
versus approximately —0.175 in the other periods). This moderation is consistent with
the exceptional institutional context of 2020-2021, when temporary closures and public
support measures altered the normal accounting relationship between personnel expenses,
revenues, and profitability.

Fixed-asset intensity shows a more period-dependent pattern: it is negative and highly
significant in the pre-COVID-19 and post-COVID-19 periods (—0.1148 and —0.1299) but
small and statistically insignificant during COVID-19. Under normal operating conditions,
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a heavier fixed-asset structure penalises ROA unless matched by sufficient utilisation;
during the pandemic, by contrast, the sector-wide collapse in demand and restrictions on
activity appear to have dominated ordinary structural differences across firms. The firm
fixed-effects subperiod models reinforce the same interpretation. The leverage coefficient
in the COVID-19 firm-year specification reaches —0.4801, substantially larger than the
corresponding year-and-region estimate (—0.1177), confirming that within firms, those
carrying higher leverage during 20202021 displayed markedly lower ROA. The large
positive coefficient on size in the COVID-19 firm fixed-effects model (log total assets:
+0.168) should be interpreted cautiously, as changes in total assets during the pandemic
may reflect liquidity support, balance-sheet adjustments, or capital injections rather than
ordinary productive expansion.

4.6.2. COVID-19 and Post-COVID-19 Interaction Models

The second robustness check introduces interactions between the COVID-19 and post-
COVID-19 period indicators and the main firm-level determinants, examining whether the
relationship between profitability and firm characteristics changed during the pandemic
and recovery periods. Results are shown in Table 16.

Table 16. COVID-19 interaction models: ROA.

Variable Region FE  Year + Region FE  Firm + Year FE
Log total assets —0.0018 * —0.0020 ** 0.0146 ***
Leverage —0.0796 *** —0.0796 *** —0.1581 ***
Log productivity 0.0234 *** 0.0235 *** 0.0365 ***
Labour cost intensity —0.1779 *** —0.1763 *** —0.2038 ***
Fixed-asset intensity —0.1185 *** —0.1177 *** —0.1592 ***
Leverage x COVID-19 —0.0425 *** —0.0389 *** —0.0355 ***
Leverage x Post-COVID-19 0.0063 0.0076 0.0304 ***
Productivity x COVID-19 0.0039 —0.0122 ** —0.0112*
Productivity x Post-COVID-19 0.0078 0.0063 0.0041
Labour cost intensity x COVID-19 —0.0011 0.0421 * 0.0758 ***
Labour cost intensity x Post-COVID-19 0.0189 0.0126 0.0218
Fixed-asset intensity x COVID-19 0.1062 *** 0.1149 *** 0.1176 ***
Fixed-asset intensity x Post-COVID-19 —0.0074 —0.0081 0.0126
Observations 38,651 38,651 38,610
R? 0.290 0.318 0.545
Within R? 0.283 0.205 0.204

Note: Standard errors are clustered at the firm level. *, ** and *** indicate significance at the 5%, 1% and 0.1%
levels, respectively. Source: Authors” own elaboration based on SABI data.

The most important result concerns the interaction between leverage and COVID-19.
The coefficient of leverage x COVID-19 is negative and highly significant across all specifi-
cations (—0.0425, —0.0389, and —0.0355), showing that the negative association between
leverage and ROA became stronger during the pandemic. More leveraged hotel firms were
not only less profitable on average but also more exposed to the COVID-19 shock. The
interaction between leverage and the post-COVID-19 period is weaker: not statistically
significant in the regional and year-region specifications but positive and significant in
the firm-year fixed-effects model. This may reflect partial recovery, debt restructuring, or
improved asset use after reopening among firms that remained active.

In the models with year fixed effects, the interaction between productivity and
COVID-19 is negative and statistically significant, indicating that the positive contribution
of productivity to ROA weakened during the pandemic, plausibly because restrictions,
closures, and depressed demand limited the ability of even productive firms to convert
operational efficiency into profitability. The post-COVID-19 productivity interaction is not
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consistently significant, suggesting that the normal productivity—profitability relationship
largely resumed after the shock.

This pattern reveals an important asymmetry between financial and operational
vulnerability. During COVID-19, fixed-asset intensity temporarily lost part of its usual
negative association with ROA, as shown by the positive fixed-asset intensity x COVID-19
interaction. This does not mean that asset intensity became beneficial; rather, it suggests
that, under conditions of broad shutdown and demand collapse, ordinary differences in
asset utilisation were temporarily dominated by the external shock. By contrast, leverage
remained negatively associated with profitability, and its adverse association intensified
during the pandemic. The COVID-19 period, therefore, operated as a stress test that
separated financial vulnerability from operational rigidity: asset intensity became less
differentiating while activity was constrained, whereas balance-sheet exposure remained
highly consequential.

4.6.3. Alternative Leverage Measure

The third robustness check replaces the broad leverage measure (total liabilities over
total assets) with a narrower debt-based measure calculated as short-term plus long-term
financial debt over total assets. The results confirm the robustness of the leverage finding;:
the coefficient remains negative and highly significant in the ROA models (—0.0739 in the
year-region specification, —0.1563 in the firm-year specification), with sign, significance,
and magnitude very similar to the baseline. One transparency note is warranted: in the raw
SABI data, short-term and long-term financial debt are missing for a non-negligible share
of firm-year observations. For the construction of this alternative ratio, missing values in
both debt components were treated as zero when the remaining balance-sheet information
was available, on the assumption that the absence of a reported debt balance for small-
and medium-sized hotel firms is more likely to indicate no formal financial debt than
missing accounting information. The results based on this alternative measure are therefore
interpreted as a robustness check, with the baseline broad leverage measure remaining the
main specification. The same negative pattern holds when operating margin is used as the
dependent variable.

4.6.4. Restricted Sample Excluding Extreme Observations

The fourth robustness check uses a restricted sample that excludes extreme original
observations in ROA, ROE, and profit margins before estimation, complementing the
winsorization applied in the main analysis. The results are highly consistent with the
baseline: in the restricted ROA model with year and autonomous-community fixed effects,
leverage remains negative and highly significant (—0.0631); in the firm-year fixed-effects
model, the coefficient is —0.1044. Labour productivity remains positive and significant,
while labour cost intensity and fixed-asset intensity remain negative and significant across
specifications. The margin-based restricted models lead to the same broad interpretation,
with leverage negative, labour cost intensity strongly negative, and fixed-asset intensity
negative. This confirms that the main findings reflect systematic relationships in the data
rather than being driven by a small number of extreme cases.

4.6.5. Additional Checks Using ROE and Operating Margin by Subperiod

As an additional robustness exercise, the subperiod analysis was repeated using
ROE and operating margin as alternative dependent variables. The ROE results should
be interpreted cautiously because of the mechanical sensitivity of ROE to equity levels;
nevertheless, labour productivity is positive and significant across subperiods, labour
cost intensity is generally negative, and fixed-asset intensity is negative and significant
in all three periods. The operating margin models similarly support the relevance of cost
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structure and leverage: leverage is negative and highly significant in the pre-COVID-19,
COVID-19, and post-COVID-19 periods, with the strongest coefficient during COVID-19;
labour cost intensity is strongly negative in all three periods; and fixed-asset intensity is
negative and significant across subperiods.

As a further inference robustness check, the baseline firm and year fixed-effects model
was re-estimated using standard errors clustered simultaneously by firm and year. This
adjustment allows for arbitrary correlation within firms over time and common residual
dependence across firms in the same year. The substantive results remain unchanged.
Leverage remains negative and statistically significant ( = —0.1624, p < 0.001), labour
productivity remains positive (3 = 0.0382, p = 0.001), and labour cost intensity ( = —0.1417,
p = 0.006) and fixed-asset intensity (3 = —0.1308, p < 0.001) remain negative. Firm size is no
longer statistically significant. These results indicate that the central financial and opera-
tional relationships are not driven by the use of firm-level clustering alone. Nevertheless,
the two-way clustered estimates should be interpreted cautiously because the temporal
dimension only contains ten-year clusters.

5. Discussion and Conclusions
5.1. Summary of Findings and Contribution

This paper provides an integrated analysis of hotel profitability by combining biblio-
metric mapping, a theory-driven literature review, and firm-level econometric evidence.
The bibliometric analysis showed that hotel performance research is mature but themati-
cally dispersed, while the theory-driven literature review narrows this broad field to the
mechanisms most directly connected to firm-level profitability: financial structure, labour
productivity, labour cost intensity, fixed-asset intensity, destination heterogeneity, and
crisis exposure. This conceptual narrowing is important because the bibliometric evidence
suggests that balance-sheet and cost-structure determinants such as leverage, labour costs,
and asset intensity are not dominant organising themes in the broader hotel performance
literature, despite their theoretical relevance for firm-level profitability. The empirical
analysis then tests these mechanisms using a panel of Spanish hotel firms classified under
CNAE 5510 over the period 2015-2024. The Spanish setting is particularly suitable for
this purpose because previous research has shown that hotel performance in Spain is
strongly shaped by territorial and destination-related heterogeneity, which justifies the use
of autonomous-community fixed effects in the econometric specification (Lado-Sestayo
et al., 2016; Lado-Sestayo & Vivel-Bua, 2018).

Three main findings emerge. First, leverage is the most robust negative correlate of
hotel profitability, and its adverse association with ROA intensified during the COVID-19
period. This result is consistent with the view that financial structure is a key dimension
of hotel resilience, especially when firms face systemic shocks and pre-existing financial
restrictions constrain their ability to absorb demand collapses (Tascon et al., 2024). Second,
labour productivity is the most stable positive correlate of ROA, confirming the importance
of operational efficiency in a labour-intensive sector (Dimitric et al., 2019). Third, labour cost
intensity and fixed-asset intensity are negatively associated with profitability when they are
not matched by sufficient revenue generation. The negative association between fixed-asset
intensity and ROA also connects with the literature on asset-light and fee-oriented strategies,
which suggests that lower direct exposure to fixed assets may improve profitability and
reduce earnings volatility in hotel firms (Moon & Sharma, 2014; Sohn et al., 2013).

Taken together, these results indicate that hotel profitability is systematically associated
with the interaction between financial vulnerability, operational efficiency, cost pressure,
asset rigidity, and territorial context, rather than by demand conditions alone. The paper,
therefore, contributes to the hotel performance literature by connecting a broad bibliometric
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diagnosis of the field with a focused empirical test of firm-level financial and operational
mechanisms in one of the world’s leading tourism economies.

5.2. Financial Vulnerability and the Role of Leverage

The most consistent empirical result concerns leverage. Across baseline models,
alternative specifications, and robustness checks, more highly leveraged hotel firms display
lower ROA. This finding is consistent with previous evidence showing that leverage can
weaken financial performance in hospitality firms, especially when revenue streams are
volatile and fixed commitments are high (Garcia-Gomez et al., 2021; Matias et al., 2024). It
also supports the interpretation of leverage not merely as a capital-structure variable, but
as a mechanism of financial vulnerability.

This interpretation is particularly relevant in the hotel sector. Hotels combine high
fixed costs, strong seasonality, substantial asset commitments, and exposure to external
shocks. Under normal conditions, debt may finance expansion, renovation, or capacity
growth. However, when demand falls abruptly, fixed financial obligations become harder
to absorb. This is consistent with Youn and Gu (2010), who show that downturns can
deteriorate liquidity, leverage, solvency, efficiency, and profitability simultaneously in
lodging firms. It also aligns with Tascon et al. (2024), who demonstrate that pre-existing
financial restrictions and balance-sheet conditions shaped hospitality firms’ resilience dur-
ing COVID-19. The link between leverage and fixed-asset commitments is also consistent
with the asset-light literature: if heavy asset structures increase financial rigidity, then
strategies that reduce direct exposure to fixed assets may improve flexibility, profitability,
and earnings stability (Sohn et al., 2013).

The interaction results further reinforce this interpretation. The adverse association
between leverage and profitability intensified during the COVID-19 period, indicating that
financial structure became especially consequential under systemic shock. In other words,
the results are consistent with the interpretation that leverage was associated with greater
exposure to the pandemic shock: firms with higher financial pressure were less able to
absorb the sudden fall in demand and the persistence of fixed obligations. This finding
adds updated evidence to the literature by showing that leverage mattered not only as
a general determinant of hotel profitability, but also as a crisis-amplifying factor during
the pandemic. In this sense, the paper extends previous studies of leverage—performance
relationships in hospitality by placing them within the specific sequence of pre-COVID-19
expansion, COVID-19 disruption, and post-COVID-19 recovery (Garcia-Gomez et al., 2021;
Matias et al., 2024; Tascon et al., 2024).

At the same time, the results should not be read as implying that all debt is necessarily
harmful. Prior research suggests that the leverage—performance relationship may be non-
linear, with moderate levels of debt potentially compatible with value creation, investment,
or growth (Garcia-Gomez et al., 2021). Other studies also suggest that leverage may act
as a signal of investment opportunities or financial discipline in some market contexts (Y.
Chen et al., 2024). The contribution of the present study is therefore more specific: in a large
panel of Spanish hotel firms, and particularly during a systemic demand shock, higher
leverage is consistently associated with lower accounting profitability.

This result is especially relevant because the sample is dominated by small- and
medium-sized hotel firms. For these firms, financial slack is often more limited, access to
external financing may be more constrained, and the capacity to absorb prolonged revenue
disruption may be weaker than in large hotel groups. The finding that leverage remains
negative across specifications, therefore, suggests that balance-sheet vulnerability is not a
secondary issue in hotel profitability, but one of the central channels through which shocks
are transmitted to firm-level financial performance. This reinforces the need to analyse
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hotel recovery not only through demand indicators, but also through the financial structure
of the firms that must transform that demand into sustainable profitability.

5.3. Operational Efficiency, Labour Cost Pressure, and Asset Rigidity

The second major contribution concerns the operational and structural determinants
of profitability. Labour productivity is positively associated with ROA across the main spec-
ifications, suggesting that firms able to generate higher operating revenues per employee
achieve better returns on their asset base. This finding is consistent with efficiency-based
approaches that conceptualise hotel performance as the ability to transform labour, rooms,
assets, and other inputs into revenue or profit (Avkiran, 2002; Shang et al., 2008). It also
aligns with evidence from Mediterranean hotel companies showing that labour produc-
tivity is a relevant internal determinant of profitability, particularly in the Spanish context
(Dimitri¢ et al., 2019). The stability of the productivity coefficient across specifications
suggests that operational efficiency acts as a structural component of hotel profitability
rather than as a purely cyclical factor.

However, productivity alone is not sufficient. Labour cost intensity is strongly and
negatively associated with profitability, especially in margin-based models. This confirms
that the relationship between labour and profitability has two sides: labour can generate
revenue, but personnel expenses can also absorb a substantial share of that revenue. In
service-intensive sectors such as hotels, higher labour costs are not necessarily inefficient
if they support service quality, customer satisfaction, or price premiums. This point is
consistent with efficiency studies showing that quality and profitability must be considered
together, since higher input use may reflect quality-enhancing investments rather than
simple resource waste (Arbelo-Pérez et al., 2017). Therefore, the empirical result should
not be interpreted as a simple argument for labour-cost reduction. Rather, it shows that
profitability depends on the balance between labour expenditure and revenue generation.
This is also consistent with Singh and Dev (2015), who distinguish between top-line indica-
tors such as ADR, RevPAR, or TREVPAR and bottom-line measures such as GOPPAR or
NOIPAR, showing that revenue growth may conceal cost-side weaknesses.

Fixed-asset intensity also displays a negative association with ROA. This result is
particularly meaningful because ROA directly relates profitability to the asset base. Hotels
with heavier fixed-asset structures must generate sufficient operating returns to compensate
for investment in buildings, facilities, equipment, and other tangible assets. When these
assets are underused, poorly allocated, or too rigid relative to demand, ROA may decline
even if revenues recover. This finding connects with studies showing that tangible assets
and asset structure matter for hotel financial performance (Dimitri¢ et al., 2019; Matias
et al., 2024; Menicucci, 2018). It also reinforces the idea that asset intensity is not merely an
accounting characteristic, but a source of operational rigidity in a sector where capacity
cannot be adjusted quickly when demand changes.

The negative association between fixed-asset intensity and ROA should not be under-
stood as mechanically identical across all phases of the cycle. During an extreme shock such
as COVID-19, the collapse in demand and the temporary disruption of operations may have
dominated ordinary differences in asset structure. In recovery periods, however, the ability
to generate sufficient returns from the asset base becomes central again, because firms with
heavier fixed-asset structures need stronger utilisation and revenue generation to restore
profitability. This suggests that asset rigidity matters not only during downturns, but also
in determining how effectively firms convert renewed demand into accounting returns.

The result also relates to the literature on asset-light and fee-oriented strategies. Sohn
et al. (2013) show that asset-light and fee-oriented models can increase profitability and
reduce earnings volatility, while Moon and Sharma (2014) suggest that franchising can
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improve profitability and intangible value creation. The present study cannot directly
observe franchising, management contracts, or ownership—operation separation in SABL
Nevertheless, fixed-asset intensity provides an accounting-based proxy for the weight
of tangible assets in the firm’s business model. The negative association between fixed-
asset intensity and ROA, therefore, supports the idea that asset rigidity is an important
determinant of profitability in hotel firms and that lighter asset structures may offer greater
flexibility when demand conditions change.

5.4. The Tourism-to-Profitability Conversion Gap

A central implication of the findings is that tourism recovery should not be equated
with homogeneous firm-level financial recovery. The descriptive evidence shows a sharp
deterioration in hotel profitability in 2020, followed by a strong recovery in 2022-2024.
This pattern is consistent with the broader recovery of Spanish and international tourism
demand. Spain exceeded its pre-pandemic international tourist arrivals in 2023 and reached
anew record in 2024, while international tourism globally recovered to pre-pandemic levels
in 2024 (Ministerio de Industria y Turismo, 2025; UN Tourism, 2025). However, the firm-
level recovery remained heterogeneous. As shown in Table 12, international arrivals and
hotel overnight stays reached 112.3% and 106.0% of their 2019 levels, respectively, in
2024, and median ROA increased from 3.65% in 2019 to 6.89%. Nevertheless, 34.6% of
the firms observed in both years still reported an ROA below their own 2019 level. This
coexistence of a fully recovered tourism market and incomplete profitability recovery
among a substantial group of firms provides direct descriptive evidence consistent with a
heterogeneous tourism-to-profitability conversion gap.

Firms with higher leverage, greater labour cost pressure, or heavier fixed-asset struc-
tures were less favourably positioned than firms with stronger productivity and lower
financial and operational burdens. This distinction is important because assessments of
tourism recovery based on aggregate indicators such as arrivals, overnight stays, expendi-
ture, or destination-level performance may conceal substantial heterogeneity in firm-level
financial resilience. The tourism-to-profitability conversion gap is conceptually related to
the broader business-performance literature, distinguishing firm growth from profitability.
This literature shows that growth in activity or sales and improvements in profitabil-
ity represent separate dimensions of performance and need not occur simultaneously
(Cowling, 2004; Davidsson et al., 2009). The concept developed here applies this distinc-
tion to post-crisis tourism recovery by separating the restoration of aggregate market
demand from the recovery of firm-level accounting returns. Its specific contribution lies in
examining the financial and operational conditions associated with this conversion in an
asset- and labour-intensive industry. In this sense, the results are consistent with recent
evidence showing that firm characteristics, debt, and balance-sheet conditions shaped hotel
financial performance during and after the COVID-19 shock (Matias et al., 2024; Tascén
et al.,, 2024).

The COVID-19 period should also be interpreted as a policy-mediated shock, not only
as a demand shock. Spanish hotel firms faced mobility restrictions, temporary closures,
and demand collapse, but they also operated under extraordinary public support mea-
sures, including broad emergency measures, specific support for tourism, hospitality, and
commerce, and a national plan aimed at relaunching tourism under safe and sustainable
conditions (Government of Spain, 2020a, 2020b, 2020c). Therefore, the estimated COVID-19
and post-COVID-19 coefficients should be understood as net observed associations in a
period combining market disruption, balance-sheet vulnerability, cost rigidity, and insti-
tutional intervention. This interpretation is consistent with the broader crisis-resilience

https://doi.org/10.3390/ijfs14070181


https://doi.org/10.3390/ijfs14070181

Int. |. Financial Stud. 2026, 14, 181

37 of 43

literature, which emphasises that firms’ pre-existing financial position shapes their ability
to absorb shocks (Tascon et al., 2024; Youn & Gu, 2010).

The main contribution of this section is, therefore, not simply to show that tourism
recovery is insufficient on its own. Rather, the descriptive comparison operationalises
the tourism-to-profitability conversion gap as the uneven restoration of firm-level prof-
itability following the recovery of aggregate tourism demand. Tourism demand creates
the opportunity for recovery, but hotel firms differ in their capacity to transform that
opportunity into returns on assets. The econometric results indicate that this capacity is
systematically associated with financial exposure, labour productivity, labour cost pressure,
and the rigidity of the asset base. In this sense, leverage, labour costs, and fixed assets
should not be interpreted only as internal management variables; they are potential trans-
mission channels through which the same destination-level recovery may be associated
with heterogeneous firm-level financial outcomes. Although the aggregate demand indi-
cators cannot be matched directly to each firm’s individual exposure, the persistence of
below-2019 profitability among 34.6% of firms in 2024 demonstrates that market recovery
did not translate uniformly into financial recovery. The evidence, therefore, supports the
existence of a heterogeneous conversion gap.

5.5. Managerial and Policy Implications

The findings have several managerial implications. First, financial structure should
be treated as a strategic dimension of hotel management. High leverage may reduce
flexibility, constrain investment, and amplify vulnerability during downturns. Managers
should, therefore, evaluate debt not only in terms of financing cost, but also in terms of
resilience under adverse demand conditions. This is especially important in hotel firms,
where revenue streams are exposed to seasonality, destination shocks, geopolitical events,
health crises, and macroeconomic fluctuations, and where previous research has shown
that leverage and solvency conditions deteriorate during downturns (Garcia-Gomez et al.,
2021; Youn & Gu, 2010).

In addition, operational efficiency must be understood as more than labour-cost
reduction. The positive association between labour productivity and ROA suggests that
hotel firms benefit when they generate more revenue from their workforce. However, the
negative association between labour cost intensity and profitability shows that personnel
expenses must be aligned with revenue generation. The relevant managerial challenge is
therefore not simply to minimise labour costs, but to organise labour in a way that supports
service quality, occupancy, pricing power, and margins. This implication is consistent
with previous evidence showing that labour productivity is an important determinant
of profitability and that top-line revenue indicators may conceal cost-side weaknesses
(Dimitri¢ et al., 2019; Singh & Dev, 2015).

Finally, the negative relationship between fixed-asset intensity and ROA highlights
the importance of asset utilisation and investment discipline. Hotel assets can support
quality, differentiation, and revenue growth, but they also create depreciation, maintenance
costs, and financial rigidity. Managers should therefore evaluate whether investments in
facilities, renovations, or expansion generate sufficient operating returns. The results also
suggest that more flexible business models, including forms of asset-light operation, may
deserve attention where appropriate, although the present study does not directly test those
organisational arrangements. This implication is consistent with evidence that asset-light
and fee-oriented strategies can improve profitability and reduce earnings volatility in hotel
firms (Sohn et al., 2013).

The policy implications are equally important. Public authorities often assess tourism
recovery through aggregate indicators such as arrivals, expenditure, or overnight stays.
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While these indicators are necessary, they do not fully capture firm-level financial health.
Policies aimed at supporting the hotel sector after systemic shocks should consider firm-
level vulnerability, including leverage, liquidity, solvency, cost structure, and capacity to
invest. This implication is also consistent with the broader working-capital literature, which
emphasises the role of liquidity management in mitigating financial distress and supporting
firm survival during adverse economic conditions (Mirén Sanguino et al., 2024). Restoring
demand is essential, but in highly asset-intensive and labour-intensive sectors, it may not
be sufficient to restore profitability across the full population of firms. This is consistent
with evidence that pre-existing financial restrictions and balance-sheet conditions shaped
hospitality firms’ resilience during the COVID-19 shock (Tascoén et al., 2024).

The results also support the need for territorially sensitive policy design. Spanish hotel
profitability varies substantially across autonomous communities, reflecting differences
in destination type, international exposure, seasonality, market structure, and tourism
specialisation. Regional tourism policies should therefore combine demand promotion with
measures that strengthen firms’ financial resilience and productivity. This is particularly
relevant for inland or less internationally intensive regions, where profitability levels appear
lower and the capacity to absorb shocks may be weaker. This territorial interpretation is
consistent with previous evidence showing that location and destination characteristics are
important determinants of hotel profitability in Spain (Lado-Sestayo et al., 2016).

5.6. Limitations and Future Research

The study has several limitations that also open avenues for future research. The first
limitation concerns causal interpretation. The estimated coefficients should be interpreted
as conditional associations rather than strict causal effects. Although the diagnostic tests
support the panel and fixed-effects specification, they do not eliminate potential endo-
geneity arising from reverse causality or time-varying omitted variables. This issue is
especially relevant for leverage, since weak profitability may increase indebtedness while fi-
nancial pressure may simultaneously reduce profitability. The estimated coefficients should
therefore continue to be interpreted as conditional associations rather than strict causal
effects. Future research could address this limitation through credible external instruments,
quasi-experimental variation in financing conditions, or dynamic specifications supported
by valid diagnostic tests.

A second limitation relates to data availability. SABI provides rich firm-level account-
ing information, but it does not include detailed establishment-level operational variables
such as occupancy, ADR, RevPAR, hotel category, number of rooms, star rating, online
reputation, or customer satisfaction. As a result, the analysis focuses on accounting prof-
itability rather than property-level operating performance. Future studies could combine
firm-level financial statements with hotel-level operating data, destination-level indica-
tors, or platform-based information to examine how operational performance, customer
reputation, and accounting profitability interact.

Third, the study cannot directly observe business models such as franchising, manage-
ment contracts, leasing arrangements, or asset-light strategies. Fixed-asset intensity is used
as an accounting-based proxy for asset structure, but it does not distinguish between owned,
leased, managed, or franchised properties. Future research could incorporate ownership
and contractual information to analyse whether asset-light models improve profitability,
reduce volatility, or enhance resilience during shocks, as suggested by previous research on
asset-light and fee-oriented strategies (Moon & Sharma, 2014; Sohn et al., 2013).

Fourth, the empirical design controls for regional heterogeneity through autonomous-
community fixed effects, but it does not include detailed destination-level variables. This
is a reasonable choice given the firm-level accounting nature of the data, but it cannot
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fully capture differences in destination maturity, urban versus coastal location, centrality,
seasonality, international dependence, local competition, or exposure to alternative accom-
modation platforms. Future work could link firm-level accounting data to destination-level
indicators in order to distinguish more precisely between firm effects and destination
effects, building on research that emphasises the role of location and market structure
in hotel profitability (Lado-Sestayo et al., 2016; Lado-Sestayo & Fernandez-Castro, 2019;
Sainaghi, 2011).

Fifth, the post-COVID-19 period remains relatively recent. The period 2022-2024
captures the initial recovery phase, but it may not fully reveal longer-term consequences of
the pandemic for debt accumulation, investment capacity, labour markets, digitalisation,
pricing strategies, or business-model adaptation. Future studies should extend the panel as
more years become available and examine whether the recovery observed in continuing
firms persists over time.

A related limitation is survivorship bias. Firms that permanently ceased activity during
or after the COVID-19 period are not observed in later years, and firms that disappeared
before filing complete post-pandemic accounts may be under-represented in the recovery
phase. As a result, post-COVID-19 profitability may overstate the recovery of the full
pre-pandemic firm population and may understate the negative impact of leverage or
weak financial structure on firms that did not survive. Future research could combine
accounting data with insolvency, closure, or business-demography records to analyse not
only profitability among surviving firms, but also exit risk and financial failure.

A related methodological issue concerns the use of accounting ratios with common
denominators. ROA, leverage, and fixed-asset intensity are all scaled by total assets, which
may introduce mechanical associations among variables. Diagnostic checks based on pair-
wise correlations and variance inflation factors do not indicate problematic multicollinearity
among the regressors. Nevertheless, the results should be interpreted as accounting-based
associations, and future research could test whether the findings hold using alternative
scaling choices or balance-sheet specifications.

Finally, future research could extend the framework developed in this paper to other
countries or compare several tourism-intensive economies. Spain is a highly relevant
empirical setting because of its large and regionally diverse hotel sector, but the mechanisms
identified here may operate differently in countries with different tourism models, financing
systems, labour-market institutions, or public support schemes. Comparative research
could assess whether leverage, productivity, labour cost intensity, and asset intensity play
similar roles in other Mediterranean, European, or global hotel markets.

5.7. Concluding Remarks

This paper shows that the recovery of tourism is a necessary but not sufficient condition
for the financial recovery of hotel firms. Its central contribution is empirical and conceptual:
even as Spain reached record levels of international tourist arrivals in 2023 and 2024,
the translation of that market rebound into firm-level accounting profitability remained
uneven and conditional on firms’ financial and operational structure. This is the tourism-
to-profitability conversion gap.

Three findings deserve particular emphasis beyond the confirmation of expected
relationships. First, leverage is not merely a capital-structure variable in the hotel industry;
it functions as a vulnerability amplifier. Its negative association with ROA is robust across
all specifications, including models with firm fixed effects that identify exclusively from
within-firm variation over time, and intensified significantly during the COVID-19 period.
The leverage x COVID-19 interaction is negative and significant across all model variants,
confirming that the pandemic did not affect all hotel firms equally: firms carrying greater
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financial pressure entering the crisis were least able to absorb it and least positioned
to benefit from the subsequent demand rebound. In a sample dominated by small- and
medium-sized firms with limited financial slack, this result implies that debt management is
not a secondary operational concern but one of the central determinants of whether market
recovery translates into accounting returns. Notably, the leverage coefficient grows from
—0.088 in the baseline region fixed-effects specification to —0.162 in the firm fixed-effects
model, indicating that the negative association between leverage and ROA strengthens
when identified from within-firm variation over time and cannot be explained solely by
stable differences between firms.

Second, the data reveal a structural asymmetry between normal and crisis conditions
that the pooled models do not fully capture. During COVID-19, the negative association
between fixed-asset intensity and profitability was substantially attenuated (the fixed-
asset intensity x COVID-19 interaction is positive and significant across all specifications),
while leverage retained a strong negative association with ROA. This pattern suggests that
market disruption compressed operational differences across firms by rendering capacity
utilisation temporarily irrelevant, while financial differences remained fully exposed. In
the post-COVID-19 recovery, the asset-intensity penalty resumed, confirming that asset
rigidity re-emerged as a binding constraint once demand returned. The COVID-19 period,
in this reading, acted as a stress test that separated financial from operational vulnerability:
the former proved more persistent.

Third, even after three consecutive years of post-COVID-19 growth—2022, 2023, and
2024—the post-COVID-19 period coefficient in the baseline model is modest and marginally
significant (0.0036). The stronger recovery of median ROA observed in the descriptive data,
from 3.7% pre-COVID-19 to 5.7% post-COVID-19, partly reflects the improved performance
of the firms that survived and were already more financially robust, rather than a uniform
uplift across the sector. Survivorship bias is therefore not merely a technical caveat; it is
a substantive part of the result. The firms most damaged by the crisis are absent from
the post-COVID-19 sample, which means that aggregate indicators of sectoral recovery
overstate the financial improvement relative to the full pre-pandemic firm population.

Taken together, these findings reframe the interpretation of hotel recovery. Aggregate
tourism indicators such as arrivals, overnight stays, expenditure, or occupancy rates,
measure the availability of demand. They do not measure the financial capacity of hotel
firms to convert that demand into profitability. In a sector combining high fixed costs,
labour intensity, and substantial asset commitments, this conversion depends on balance-
sheet vulnerability, cost structure, and operational efficiency. Future research should extend
this framework by combining firm-level accounting data with exit records and insolvency
data to capture the full distribution of outcomes, by incorporating destination-level and
business-model variables to separate firm effects from contextual effects, and by addressing
endogeneity through dynamic panel or instrumental-variable approaches. The tourism-
to-profitability conversion gap documented descriptively in this paper, together with its
association with financial structure, labour productivity, and asset rigidity, offers a tractable
starting point for that agenda.
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ADR Average daily rate

CNAE Clasificacién Nacional de Actividades Econémicas
COVID-19 Coronavirus Disease 2019

DEA Data envelopment analysis

EBITDA Earnings before interest, taxes, depreciation and amortisation
EPS Earnings per share

FE Fixed effects

GOPPAR  Gross operating profit per available room

MCP Multiple country publications

NOIPAR Net operating income per available room
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