MEDIATING HOSPITALITY DISPUTES

Benefits of mediation vs. litigation:
Preserving Relationships. Hospitality is reputation-driven, and disputes often involve
ongoing partnerships (vendors, staff, franchisors/franchisees, guests). Mediation

encourages respectful dialogue, helping parties salvage the working relationship.
Confidential settlement means no public “winner/loser” narrative. On the other hand,
litigation is adversarial by design, and it often damages trust permanently. Public records
can amplify reputational harm, especially with guest or employee disputes.

Speed & Efficiency. Mediations are typically resolved in days or weeks, with flexible
scheduling — hearings can be arranged outside business hours to avoid operational
disruption. Litigation involves months to years before resolution. Multiple court
appearances disrupt business operations and distract leadership.

Cost. Mediation involves a single mediator, limited time investment, and minimal filing
fees (if any). Even complex disputes rarely approach the legal bills of full litigation.
Whereas litigation involves significant attorney fees, discovery costs, expert witnesses,
court fees — litigation expense often outweighs the disputed amount.

Control Over the Outcome. In mediation the parties can craft their own solutions that
may include creative, non-monetary terms (e.g., revised contracts, staff retraining, joint
PR statements). Agreements can address business realities that a court ruling can’t. In
contrast, litigation results in a judge or jury imposing a binary decision, limited to legal
remedies. There is really no room for customized business-friendly outcomes.
Confidentiality. Mediation is a private process that is sensitive to keeping operational
details out of the press. It also protects brand image, especially in guest-related incidents
or employee claims. In contrast, litigation involves public filings and public proceedings
can expose proprietary practices or negative incidents.

Compliance & Future Dispute Prevention. In mediation, solutions often include
forward-looking commitments such as new policies, performance reviews, joint
marketing. This is important because the parties are more likely to comply with an
agreement they shaped themselves. In litigation, compliance is based on enforcement,
risk of appeals, delayed payments, or grudging execution.

Types of hospitality disputes best suited to mediation:
Guest-Related Disputes. Service complaints that escalated into claims for refunds,
damages, or free services; Alleged discrimination or harassment claims from guests;

Accidents or injuries on premises where liability is contested but parties are open to
compromise. Booking or overbooking issues that involve high-value events (e.g.,
weddings, conferences).

Vendor & Supplier Disputes. Late or incomplete deliveries impacting service; Quality
disputes (e.g., linens, food, décor) that affect brand standards; Contract term
disagreements—particularly with long-term or exclusive supply arrangements.
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Franchise & Brand Conflicts. Disagreements over brand standards and operational
compliance; Marketing fee disputes or cooperative advertising disagreements; Conflicts
over territory or non-compete clauses.

Employment & Workplace Disputes. Wage and hour claims that could be resolved
without litigation; Scheduling or work condition complaints; Staff-to-staff conflicts that
disrupt operations.

Event & Catering Disputes. Cancellations, deposit disputes, or rescheduling issues for
large events; Quality or service complaints from corporate or wedding clients; Menu or
dietary accommodation disputes.

Shared-Use & Property Management Issues. Conflicts between co-located businesses
(e.g., a hotel and on-site restaurant operator); Parking, noise, or shared amenity usage
disputes; Lease or sublease disagreements involving hospitality spaces.

Online Reputation & Public Relations Conflicts. Disputes with influencers or travel
bloggers over reviews or sponsored stays; Guest complaints that went viral and now
require careful, negotiated settlement.

Alternative (mandatory) dispute resolution provisions in hospitality contracts:
Tiered Dispute Resolution Clauses. Require disputes to go through sequential steps:
Good faith negotiation between senior representatives; Mediation with a neutral third
party; and Arbitration if mediation fails.

Mandatory Mediation Before Litigation. Forces both sides to attempt settlement before
filing in court; Especially effective for vendor, franchise, and event contracts where
relationships are ongoing.

Arbitration Clauses. Often used for hospitality deals, hotel management contracts,
franchise agreements, or high-value vendor contracts. Should specify: Governing
arbitration rules (AAA, JAMS, ICC); Number of arbitrators; Venue and language;
Confidentiality of proceedings.

Med-Arb & Arb-Med Clauses. Med-Arb: Start with mediation; if unresolved, the
mediator becomes arbitrator and issues a binding decision. Arb-Med: Arbitrator issues a
sealed award after hearing evidence; parties attempt mediation before the award is
revealed - Useful in high-stakes hospitality disputes to ensure closure without drawn-out
litigation.

Hospitality-Specific ADR Considerations. Confidentiality Language: Protects brand
reputation, guest privacy, and operational secrets. Speed Requirements: Timelines for
resolution to prevent event cancellations or operational disruption. Industry Expertise
Requirement. Mediator/arbitrator must have experience in hospitality operations or
franchising. Location Clause: Proceedings in a city convenient to both parties—or at the
property in question for site-specific disputes. Carve-Outs: Exclude urgent matters (e.g.,
IP infringement, safety shutdowns) from ADR so immediate court action is possible.
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Role of mediation in protecting brand value:

Keeps Disputes Out of the Public Eye. Mediation is private - no court filings, no media
coverage. Protects against negative press, online reviews, or social media blowups during
the dispute. Confidential settlement terms mean sensitive operational details (e.g., guest
complaints, staff disputes, supply chain issues) never become public.

Preserves Key Relationships. Brand value often depends on loyal repeat customers,
trusted vendors, and harmony between owners and operators. Mediation fosters problem-
solving over blame, making it more likely the parties will continue doing business.
Enables Brand-Consistent Solutions. Court rulings are binary and rigid; mediation

allows creative settlements aligned with brand values. Settlements can include public or
private apologies in brand tone; service recovery gestures (free stays, vouchers); and
operational changes to prevent recurrence.

Minimize Disruption to Operations. Litigation drags out over months or years,
distracting managers and staff. Mediation resolves quickly, allowing the business to focus
on delivering consistent guest experiences. Less downtime = fewer service lapses that
could erode guest perception.

Supports a Culture of Responsiveness. Internally, mediation signals that the brand takes
concerns seriously and acts proactively. Externally, it reinforces an image of
professionalism, fairness, and accountability. Over time, this builds trust and strengthens
the brand’s positioning against competitors.



