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BY ALEX ULAM

Hotel executives may want to study up 
on past downturns to gain some in-
sight into how New York City’s hotel 

industry is going to handle this one.
With an estimated 8,000 to 9,000 addi-

tional hotel rooms in the pipeline for 2009, 
just as the New York City economy enters 
the second year of the recession, industry 
observers are looking to the past for indi-
cations of how this new inventory will be 
absorbed. 

The impact may be unprecedented, be-
cause this downturn is coming on the heels 
of the most successful period in New York 
City hotel history. New York City “has never 
added this many rooms before,” said John 
Fox, senior vice president of PKF Consult-
ing. He noted that the last big expansion in 
supply was during 1996 to 2001, when Man-
hattan added an estimated 6,000 to 7,000 
rooms, or about 10 percent to its inventory. 

That left the borough with a total of 
about 210 hotels and 61,000 hotel rooms on 
the eve of Sept. 11, 2001, which resulted in a 
downturn that lasted more than a year. 

The increase in hotel room inventory in 
the years leading up to the Sept. 11 attacks 
was one of the main reasons it took the in-
dustry until 2003 to fully recover, said Fox.

What makes the expected increase in ho-
tel inventory an even more critical issue this 
time around is that the current downturn 

came as more of a surprise for the hotel in-
dustry than in 2001, said Bill Carroll, senior 
lecturer at Cornell University’s Institute of 
Hospitality. 

Pre-Sept. 11, there had already been a 
recessionary period, said Carroll, who not-
ed that this gave the industry time to put 
the brakes on certain expansion plans. This 
time, however, signs of the downturn are 
coming too late for many hoteliers to shift 
gears. “If you have stuff in the hotel pipeline, 
you cannot stop it,” Carroll said.

As a result, there are projects coming on-
line “in spite of the fact that there is negative 
demand.” 

The New York City hotel industry has 
been through tough times before. During 
the recessions of the early ’70s and the ear-
ly ’90s, Manhattan hotel room occupancy 
rates fell to percentages in the mid to upper 
60s, significantly below the 40-year average 
of 76 percent. 

Post-Sept. 11, however, proved to be the 
perfect storm of events. Occupancy rates 
dropped 10 percent from a high of 84 per-
cent in 2000 to 74 percent in 2001, and 
stagnated at 76 percent from 2002 through 
2003. Meanwhile, hoteliers panicked and 
started offering steep discounts through 
what were at the time relatively new reser-
vation Web sites, such as Expedia.com and 
Hotels.com. 

According to PKF Consulting, the 
rates Manhattan hotels charged for rooms 
plunged approximately 20 percent post-
Sept. 11 and did not fully recover until 
2003.

“The industry learned a valuable lesson 
after the last downturn post-Sept. 11, when 
the conventional wisdom was to discount 
rates,” said Carroll, noting that discounting 
rates led to a deflationary spiral for the hotel 
industry, which depressed profits. “And that 
still may happen in some segments of the 
market,” he said, “but at least at this point, 
at the high end of the product scale, rates 
are holding, and operators are getting more 
creative around their pricing and their abil-
ity to add value to a guest’s stay.” 

While there has been much discussion 
about the role that New York City’s lower 
crime rate played during the city’s real es-
tate boom, Fox from PKF Consulting noted 
that it is hard to quantify how safer streets 
contributed to tourism during the past eight 
years, when total visits increased from 36.2 

Situation now more critical than post-Sept. 11 period

BY LYNNE MILLER

Hotel developer Sam Patel sees East 
New York — historically one of the 
poorest, roughest, most crime-

prone neighborhoods in the city — as an 
up-and-coming community. Patel is so con-
fident that despite the recession, he’s build-
ing his second hotel in the neighborhood, 
and it’s creating buzz for both its unlikely 
location and for its unique design. 

The 38-room boutique hotel, which 
broke ground in November, will run up 
construction costs of close to $4 million, 
which Patel estimates is at least $1.5 mil-
lion more than what it would cost to build a 
more conventional, limited service hotel in 
the eastern Brooklyn neighborhood. 

Patel expects the hotel to attract travel-
ers flying in or out of nearby John F. Ken-
nedy Airport; rooms will go for about $150 
a night. 

While the development was pre-ap-
proved for financing, Patel, who noted that 
he has “good relationships” with his banks, 
added he could end up financing part of the 
project out of his own pocket as a result of 
the tight credit environment. “The banks 
are pretty tough,” he said. “They want to 
look at everything.”

A spokesperson for the Community 

Enticing travelers to eastern Brooklyn
Hotelier creates buzz for unique design in unlikely location

Board that includes East New York ex-
pressed skepticism when told of Patel’s 
plan. 

Instead of hotels, the area could use 
more housing for senior citizens, said Wal-
ter Campbell, manager of Community 
Board 5.

“They just built two new hotels in the 
last couple of years,” Campbell said. “I re-

ally don’t see a demand … there are enough 
hotels in the district as it is.”

Patel said he intends to build a hotel 
that will stand out from the pack. A typical 
nondescript brick box was exactly what he 
did not want; he drove New York architect 
Drew Lang around the neighborhood to 
point out other hotels as examples of what 
he was not interested in building.

“I want to be different,” said Patel, a na-

tive of India who comes from a family of ho-
tel and motel developers. “I wanted some-
thing unique. That was my dream, to build 
a hotel and build it nice.”

The project is rising on a relatively small 
100-by-100-foot parcel in a mostly indus-
trial area on Linden Boulevard at Essex 
Street. 

From the outside, the hotel will look like 

a three-story building, but it’s actually on 
four and a half floors. Lang designed it with 
one and a half floors below ground to make 
up for the limited space.

Inside, a central atrium with skylights 
will extend through the building. The atri-
um will make the space feel larger and add 
interest to the design, Lang said. Outside, 
interlocking polycarbonate panels, stucco, 
clear glass and metal mesh will make up 

the façade, creating a contemporary look. 
Guest rooms will be appointed with flat-
screen TVs, and an area for serving con-
tinental breakfast will be included on the 
lowest level.  

The project is Lang’s first hotel, and first 
project in East New York. 

“I had never heard of East New York,” 
said Lang, whose firm specializes in resi-
dential and office renovation projects in 
Manhattan and Brooklyn. 

Patel was familiar with the area from his 
work developing a hotel not far from the 
one under construction. East New York has 
come a long way in recent years, he said.

“I’ve been in the area since 1989,” said 
Patel, who has developed hotels in Brook-
lyn, Queens and Connecticut. “Before 1989, 
it was bad. In the last five years, I’ve seen 
tremendous change. There’s new commer-

The opening of the Ritz-Carlton in Downtown Man-
hattan was delayed by the Sept. 11 attacks, which 
occurred a few blocks away. It opened in 2002.
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Then: 2001 occupancy rates fell 10 
percent from 2000 to 74 percent.

Now: 2009 occupancy levels are 
expected to decline 9.3 percent 
from 2008 to 74.1 percent.

Source: PKF Consulting

A comparison of NYC occupancy rates post-Sept. 11

A rendering of a new hotel 
planned for Linden Boulevard 
in East New York.


