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October 27, 2014          
 
 
Craig Philips 
Executive Director 
Michigan City Redevelopment Commission 
100 E. Michigan Blvd. 
Michigan City, IN 46360 
    
 
Dear Mr. Philips: 

The City of Michigan City Redevelopment Commission engaged Hunden Strategic Partners (HSP) 
to conduct a market, financial and opportunity analysis for a hotel development as a potential 
component to the redevelopment and enhancements taking place in the North End of the city. The 
study includes an analysis the local market to determine how a hotel development may enhance 
the existing hotel market, particularly the North End, and the community’s ability to attract more 
events and tourism. The attached is our report.  

This deliverable has been prepared under the following general assumptions and limiting 
conditions: 

! The findings presented herein reflect analysis of primary and secondary sources of 
information that are assumed to be correct. HSP utilized sources deemed to be 
reliable, but cannot guarantee their accuracy.  

! No responsibility is taken for changes in market conditions after the date of this 
report and no obligation is assumed to revise this report to reflect events or 
conditions occurring after the date of this report. 

! HSP has no control over construction costs or timing of construction and opening. 

! Macroeconomic events affecting travel and the economy cannot be predicted and 
may impact the development and performance of the project.  

We have enjoyed serving you on this engagement and look forward to providing you with 
continuing service. 

Sincerely yours, 

Hunden Strategic Partners 

CC:  Kenneth Behrendt  
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INTRODUCTION 

Hunden Strategic Partners was retained by the City of Michigan City Redevelopment Commission 
to study the hotel market in the Michigan City area, and the feasibility of a hotel development in the 
North End, amongst the Blue Chip Casino, beach/Washington Park and Lighthouse Place outlet 
mall. Hunden Strategic Partners conducted a series of interviews of hoteliers, attractions, 
entertainment venues, restaurants, and business owners.  

HSP found that there is a major gap in quality and brand availability in the market. There are 
numerous low quality facilities and one large upscale full-service convention and casino property. 
However, there is nothing in between, such as a Hampton Inn, Courtyard or Hilton Garden Inn. 
There is also no boutique property. Location-wise, there is nothing outside of the Blue Chip Casino 
near the North End or downtown. However, there is a robust vacation home market in the area and 
a strong summer market for vacationers in general. What is missing is a hotel of decent quality in 
the most likely place for tourists and for business travelers:  the North End, where the primary 
tourism draws are.  

The community is recovering from the economic recession and is prospecting and working to 
leverage its strengths to establish a creative class and promote its easy access to larger metros, 
cultural and artistic opportunities as well as celebrate the authenticity of its preserved historic 
downtown architecture. To do that, a hotel with amenities and a brand is critical, while small 
boutique options would also help. Downtown has come very far and has a number projects in the 
works, including Artspace to enhance the destination and live-work-play environment. The hotels 
within the corporate limits of Michigan City are severely lacking in providing a range of quality of 
rooms, total number of rooms, convenience, outside of the Blue Chip, which some people do not 
prefer as it is a casino. The market ranges in chain scale and quality from midscale to economy, 
suggesting that the city’s hotels are within the lower portion of the quality supply available. There 
are simply no options for someone wanting a better experience unless they stay at the casino. Yet 
the downtown environment is much richer than the existing quality and the North End is about to 
undergo change, so replicating a midscale experience downtown or in the North End is not 
sensible. The new hotel must elevate the quality in the market.  

The need for meeting and event space for local businesses for the purposes of off-site meetings 
and special events like wedding receptions exists, but generally is accommodated by the Blue Chip. 
But any new hotel should have some function space for smaller events as well as a restaurant. 
Therefore, as corporations and leisure events look to the North End as a destination, a hotel and 
event space with a unique setting, such as the waterfront and services will be an opportunity 
missed if the city foregoes the chance to meet this demand.  

As a result of the analysis and research, Hunden Strategic Partners is recommending Michigan City 
attract a 90-room branded select service or select-service suite hotel product, such as a Hilton 
Garden Inn, Hyatt Place, Hampton Inn or Courtyard, with an in-house restaurant or nearby walkable 
restaurants and a small amount of function space. HSP conducted two scenarios: 
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It is critical that the North End be developed to include a collection of walkable restaurants and a 
generally welcoming environment for tourism, which today it is not as much (south of Trail Creek). 
The viability of a hotel is dependent upon an overall development plan for the North End that 
creates a positive environment, including better transit accommodations.  

The project should be viewed as an economic development project that will benefit all nearby 
businesses and help put Michigan City on the map as a place to live, work, stay and play. The 
project will require an upfront incentive, which should mitigate upfront building costs and ramp-up 
operations, which are often slow at first. Excellent and experienced management is assumed.  
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SUMMARY OF CONCLUSIONS FROM CHAPTERS 

Local Demographics and Economy 

Michigan City is a smaller community along Lake Michigan with a strong industrial and tourism 
history.  These two industries continue to influence the local economy today; however, the long-
term industrial outlook is not as rosy as the opportunities to enhance tourism along the lakefront. 
The city will need to embrace other types of economic drivers to sustain and grow the economy. 
Tourism already has a strong base of activity and employment during the summer because of the 
Blue Chip Casino, Lighthouse Place outlet mall and Washington Park beach and zoo, which bring 
thousands of visitors every day. However, there is little connectivity between the three or 
welcoming hospitality beyond the Blue Chip in or near the North End. This study will consider how 
quality lodging in this area can enhance the existing tourism product and the local economy. 

Michigan City is also within an area popular for second-home locations. This particular area 
stretches along Lake Michigan from just east of Gary, Indiana up throughout the western coast of 
Michigan. Many homes with prices over $1 million are located along Lake Shore Drive and nearby 
neighborhoods. As such, tourism and spending from these second-home owners and their 
renters/visitors add to the local economy. This provides a very seasonal increase in spending 
during the summer months, which supports a number of jobs and businesses. However, the 
number of wealthy residents is small compared to the number of middle-income earners in the 
area. More about the influence on lodging will be discussed later in this report. 

The figure below shows the traffic volumes in the region and implies why Michigan City is a natural 
location for weekend activities for those in Chicago, Indianapolis and other nearby metro areas. In 
fact, for those traveling from the east (such as in Ohio or eastern Indiana), Michigan City is the first 
city with access to Lake Michigan and its beaches. As Lake Michigan is a much more attractive and 
usable lake than Lake Erie for recreation, Michigan City’s location along the Indiana Toll Road and 
I-94 make it a natural recreation spot for many traveling from the south or east.  
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F igure 1 

 

Another key point that brings visitors from Indiana to Michigan City is the fact that it is the only 
city of any size with a true beach on Lake Michigan in Indiana. There are few other large or natural 
lakes in Indiana, so for those in the Indianapolis region, Michigan City offers an opportunity to 
experience a large lake, beach and other attractions within their own state.  

Although Michigan City has a large tourism base that stems from the Blue Chip Casino and other 
attractions, the surrounding area, which is close to Washington Park Beach and Lighthouse Place 
Premium Outlets, lacks a vibrant downtown and lakefront area with hotel developments, 
restaurants, shops and leisure-oriented housing beyond a few developments. Outside of the 486 
rooms at the Blue Chip Casino, visitors are forced to stay south of downtown in isolated hospitality 
where guests are less likely to spend money in the city. This limits retail, restaurant and tourism 
activity on the north side, which is closer to the Casino and lakefront, and thus economic 
expansion across Michigan City as a whole. A proposed hotel in the North End would help move 
this economic activity toward the natural location of tourism activity and away from the current 
easy-on/off ramps of I-94 on the south side of town.  
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Given the state of the local economy and stagnant population trend, new real estate product will 
have to replace older existing product or offer competitive options that induce private sector 
investment. Real estate development can attract new residents and visitors to a market, but it must 
offer something not currently offered locally or nearby. This will allow Michigan City to establish a 
competitive advantage over nearby competing destinations. Over the last several years, the 
government has initiated several downtown projects that seek to drive visitation to the north side 
of the city. The goal is to provide visitors and local residents a year-round active downtown by 
connecting the Blue Chip Casino, the lakefront, various retail, walking paths and trails, as well as 
open park space and visual and aesthetic enhancements. A potential North End hotel allows 
Michigan City to capitalize on this existing tourism base. Given the economic activity and potential 
in and around the area, especially with vacationers and second home owners, there is potential to 
perform above the level of a typical 30,000-person community and induce and recapture demand 
beyond what exists today, at a quality and price point that also is currently unaccommodated.  

North End Tourism Profi le 

Attractions provide tourists with activities while in town, and if compelling enough, prolong and/or 
induce visitation. The more tourist attractions, the better the community can attract tourist and 
visitors. Michigan City has a unique blend of recreation and social offerings for its residents and 
visitors. The city has a wide variety of attractions that add to its appeal. 

The figure below shows the origins of visitors to the primary Michigan City attractions. 
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F igure 2 

 

As shown, the area sees primary visitation from the northwest Indiana region and Chicago, as well 
as South Bend/Elkhart. However, it also attracts visitors from north central Indiana and western 
Michigan. While visitation from central Michigan and major cities in Indiana (Indianapolis, Fort 
Wayne) has waned in terms of casino visitors, it is still strong in terms of general leisure travel.  
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Blue Chip Casino, Hotel & Spa 

The riverboat casino is located on the south side of US 12 and rests along the east side of the Trail 
Creek. The Blue Chip Casino is part of Michigan City’s North End “Golden Triangle”, which is 
defined by the city’s three prominent attractions: the Lighthouse Place Premium Outlets, the Blue 
Chip Casino, and Washington Park. The casino anchors the “Golden Triangle” on the east side of 
the Trail Creek. 

The casino and hotel are owned and operated by the Boyd Gaming Corporation. The entertainment 
and hospitality venue serves approximately 2.2 million visitors a year in a 35-acre casino, hotel, 
and spa destination in Michigan City. Blue Chip offers a full-service 65,000-square foot casino on 
one level that includes 1,890 slot machines and 48 table games (406 table gaming positions). 
Additional amenities include a 102,000-square foot pavilion with five restaurants, an entertainment 
lounge, spa, gift shop, two hotel towers with 486 guestrooms, and the Stardust Event Center. The 
complex employs a total of 1,006 people, according to the Indiana Gaming Commission. 

The figure below shows an image of the Blue Chip Casino in Michigan City. 

F igure 3 

 

In 2009, the Blue Chip Casino completed an expansion that added new components to the venue. 
The expansion included a new 302-room hotel “Blue” tower, the Stardust Event Center, the 10,000-
square foot spa blue and two Las Vegas-themed restaurants. In total, between both onsite hotels, 
the casino has 486 rooms. Combined, it is the largest hotel in northern Indiana.  

Blue Chip Casino hosts a wide variety of events such as stage productions, concerts, conventions, 
trade shows, exhibitions and special events. The Blue Chip Casino has the largest high quality 
meeting and convention space in Northwest Indiana, the Stardust Event Center, which consists of 
two ballrooms, meeting rooms and boardrooms. For concerts and theatre productions, Stardust 
includes a 2,000-square foot stage with a 46-foot proscenium in its ballroom, which can seat 1,200 
people theatre-style.  
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There is nearly 15,000 square feet of ballroom space can be used for one event, or it can be 
broken down to as many as six smaller rooms. In addition, there are two separate meeting rooms, 
which can be combined into one large room and a 655-square foot boardroom. In total, the casino 
has nearly 17,000 square feet of function space. There is also a 5,000-square foot banquet kitchen 
that can service all meeting rooms.  

The casino’s competitive and performance history is indicative of the constantly changing gaming 
market in the region. While the casino, even when smaller, drew gamblers from a very wide area, 
including all of Michigan, south to central Indiana and much of Ohio, as well as some from Illinois, 
new competition has decreased the size of the geographic and population base for which Blue Chip 
is the most convenient. The most impactful competition is the mega-resort Four Winds Casino just 
about a 15 minute drive to the north in New Buffalo, Michigan. It is owned by the Pokagon band of 
Indians. The tribe also owns two other relatively new Michigan casinos in different parts of the 
state that absorb much of Michigan’s gaming demand. Ohio has added casinos in the past two 
years and the casino in Cleveland absorbs much of northern Ohio’s demand. New gaming in 
Anderson, Indiana to the south has absorbed gamers from Indianapolis. The new casino in 
Rosemont, Illinois, just outside of Chicago near O’Hare airport, has absorbed Chciagoland gamers 
who previously came to Indiana casinos. 

The business at Blue Chip has been buffeted by these changes, although Blue Chip has worked 
hard to maintain its business with several major changes over the year. The first was the addition 
of a hotel in approximately 2002. Then in 2007, the casino replaced the small, three-level riverboat 
with a much larger one-level casino. Finally, the casino became a resort in 2009 with the addition 
of a 300-room hotel and spa tower, the largest ballroom and meeting complex in the region, and 
added a complex of restaurants. The result is a complete destination for many event types.  

The figure below shows the yearly win totals at the Blue Chip Casino, as well as the number of 
annual admissions. The source is the Indiana State Gaming Commission.  
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F igure 4 
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The yearly win totals increased steadily from 1998 to 2007, increasing from $100 million to nearly 
$300 million over the period. However, the addition of the Four Winds in 2007 caused the amount 
gambled to decline by approximately one-third, to just over two million. The recession and 
additional competition in surrounding states and central Indiana over the past six years has worn 
the business level down even more. The year win has continued to decrease since then and is now 
at $150 million as of 2014.  

The number of yearly admissions peaked at nearly 4 million in 2002, then decreased to 
approximately 2.6 million in 2003. Because this is measured in Indiana’s fiscal years, this includes 
the period July 2002 through June of 2003, which was when the post 9/11 recession and travel 
declines were at their most severe. Admissions increased over the next several years, as the 
economy improved and the gaming floor was moved from the crowded three-level boat to the 
much more open single-level boat in 2005. Admissions declined after the opening of Four Winds 
from approximately 3.3 million to 2.5 million, or about a 25 percent decline. This also coincided 
with the severe recession of 2008-2009, the effects of which continued for several years. 
Admissions increased slightly after the major hotel, spa and convention/meeting facility expansion 
in 2009, but then declined again in 2013, with a slight rebound in 2014.  

The next table shows the average house win per admission. The source is the Indiana State 
Gaming Commission. 
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F igure 5 
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The average win per admission (this also could be thought of as the amount lost per gambler) 
increased substantially in 2003 after the hotel was built, which extended the stay of gamers. The 
average amount peaked at $90 in 2004 and has slowly declined since then to $65 in 2014. There 
are many factors that play into these figures, but the smaller market for gamers, more intense 
competition and overall saturation of the market, not to mention the impacts of the economy on 
average incomes (which have declined in real terms since 2008), means people have less money to 
spend and may be splitting these gaming funds amongst different casinos, such as Four Winds. 

Interviews with management revealed that a new hotel nearby would help Blue Chip sell more 
meetings and conventions, as they often need more quality rooms for such events, especially if 
those events occur on weekends when most gamers also come to use the hotel. They would prefer 
to put convention visitors in a nearby overflow hotel and gamers into their hotels. The fact that 
there are no existing quality hotels nearby hurts Blue Chip’s ability to succeed. This is one more 
strong reason to consider the development of a quality hotel nearby.  

Lighthouse Place Premium Outlets 

One of the top three attractions in Michigan City are the 120 stores that form the Lighthouse 
Premium Outlets located near downtown Michigan City. The shopping destination serves more than 
four million shoppers per year. The Lighthouse Place Premium Outlets is the western anchor 
attraction, along Wabash and 8th Streets, which comprises the “Golden Triangle” in Michigan City’s 
North End. The outlet mall is the largest retail center in Michigan City’s North End as well as the 
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city as a whole. There has been little spin off development around the Lighthouse Place Premium 
Outlets that have added supplemental retail and restaurant options. However, there are small 
businesses that have opened near the outlet mall in order to benefit from the customer traffic. 

The outlet mall is owned and managed by the Simon Property Group and are one of the numerous 
outlets in the nation owned by the group. The commercial real estate company currently owns 
more than 225 properties, specializing in malls, premium outlets, international properties and 
others. The company is one of the largest shopping center developers in the country. 

The figure below is a picture of the Lighthouse Place Premium Outlets Visitor Center. 

F igure 6 

! ! 

Lighthouse Place Premium Outlets offers a park-like, village setting and is easily accessible as a 
day trip from downtown Chicago, southwest Michigan and Fort Wayne. The outlet mall is available 
daily via the South Shore passenger line from Chicago and South Bend. 

Washington Park and Beach 

The 137-acre park is a recreational destination that consists of beaches, a large park and 
attractions along the shores of Lake Michigan. The Park is open daily from 5am to 10pm, year 
round. The Park charges a parking fee of $7 per day for vehicles and $14 for large vehicles such as 
trailers, buses and motorhomes. The Park is divided by Lakeshore Drive, with the beach on the 
north side and the south side containing the zoo, Bismarck Hill and Canada Park. The main 
components of Washington Park include: 

! Bismarck Hi l l  – An approximately 26-acre forested dune located in the southeast 
portion of Washington Park. The highest peak of Bismarck Hill, overlooking the 
intersection of Krueger Hill Road and Washington Park Boulevard, rises 142 feet above 
Lake Shore Drive and Canada Park. This peak is the highest point in Washington Park. 

! Beach and Shorel ine  - Approximately 10,000 feet of sandy beach shoreline lie 
within Washington Park. There is approximately 3,120 feet in the main portion of 
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Washington Park, 1,100 feet adjacent to the marina and pier walkway and 5,780 feet 
along Sheridan Beach. 

! Washington Park Zoo – Located south of Lakeshore Drive, the 15-acre zoo opened 
in 1928. The zoo encompasses more than 200 animals and 11 buildings that are on 
the National Register of Historic Places.   

! Old Lighthouse Museum – The Lighthouse Museum is located in the southwest 
corner of Washington Park along the Trail Creek and just west of the Franklin Street 
Bridge. The Old Lighthouse Museum conducts public tours from April through 
October. The tour takes patrons through the history of the lighthouse and mysteries 
surrounding the lake. 

The figure below shows images of one of the beaches at Washington Park and the zoo. 

F igure 7 

  

In addition, Washington Park and Beach includes the Park Office, Senior Center, Guy Foreman 
Amphitheater, Old Band Stand, greenhouse building and multiple shelters to picnic.  Washington 
Park also has several monuments and memorials located throughout the grounds. There is a pier 
that visitors can walk along that extends out from the Washington Park Marina to the Breakwater 
Lighthouse. There is also a historical gazebo, some tennis courts, a garden, sand dunes, and the 
Oasis Splash Pad.  

Indiana Dunes National Lakeshore  

The national lakeshore comprises more than 15 miles of beaches, as well as sand dunes, bogs, 
marshes, swamps, fens, prairies, rivers, oak savannas and woodland forests. It is located directly 
west of Michigan City and is a popular attraction not only for the city, but also for the Midwest. 
The Dunes also host a multitude of events and programs that attract visitors from all over the state 
and region, including field trips and hiking tours. A popular attraction at the dunes is the Mt. Baldy 
Sand Dune, which is located near the eastern end of the Indiana Dunes National Lakeshore just 
west of Michigan City. Mt. Baldy regularly attracted more than 350,000 tourists and locals every 
year until it was closed for monitoring due to a sinkhole accident in 2013. The Indiana Dunes 
National Lakeshore in total sees more than one million visitors, primarily for day trips of hiking, 
beach-going or overnight camping. However, without a hotel, restaurants or other places to 
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measure visitation, capture revenue or extend stays, there is a significant amount of 
unaccommodated, or leaked, demand in the region.  

Charter Fishing 

Michigan City has 16 fishing charters that take visitors out on to Lake Michigan to go fishing. Many 
visitors come to Michigan City particularly for the salmon and trout. Michigan City’s Lake Michigan 
waters are also known as the Coho capital of the world, which are a type of salmon that is very 
popular in the Pacific Northwest. Michigan City has become a very popular destination for salmon 
and trout fishing in the United States. 

Lubeznik Center for the Arts  

Once known as the John G. Blank Center for the Arts, the center is located slightly more than a 
mile north of the downtown on the corner of 2nd Street and Franklin Street. It contains world-class 
art exhibitions in five gallery spaces with an outdoor sculpture collection. The center holds after 
hour events and special programs for visitors as well. The Lubeznik Center of Arts attracts many 
art aficionados from all over the Midwest and reaches a total of 25,000 people annually, including 
visitors, those attending exhibitions, programs and events, as well as children and adults who 
receive direct experiences in art, music and dance. 

The following figure shows pictures of the Lubeznik Center for the Arts. 

F igure 8 

 

Events 

Michigan City holds many different events and festivals that attract many local, regional, and even 
national visitors. These events include, but are not limited to: 

! Great Lakes Grand Prix – The race is part of the Super Boat International offshore 
powerboat-racing schedule and will feature some of the world’s fastest and most powerful 
offshore powerboats. The event is held at Washington Park Beach and is attended by 
powerboat enthusiasts from all over the world. 
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! Michigan City In-Water Boat Show – The boat show is the largest in-water boat 
show on Lake Michigan and one of the largest in the Midwest. It features all of the newest 
sailboats, powerboats, and personal watercrafts on six piers in Trail Creek. Boat 
enthusiasts from all over the Midwest come to participate in the show. 

! Michigan City RV Show – The show is held in Washington Park and is one of the few 
RV shows that feature the newest RV models in the industry. All types of RV’s are 
presented at the show including pop-up campers, travel trailers, fifth wheels and motor 
homes. RVs are also available for sale at the show, and the event attracts many RV 
enthusiasts and first-time RV shoppers from all across the Midwest. 

! First Fr iday Art Walk – A multi-venue event promoted by the Michigan City Mainstreet 
Association, which focuses on fostering the arts and the artist who create it. Participating 
venues must be located within the Uptown Arts District, must host an artist (such as, 
showcasing anything from paintings, to sculptures, to live performances), and be a 
member of Michigan City Mainstreet Association. 

! Taste of Michigan City – Hosted by the Michigan City Mainstreet Association, Taste of 
Michigan City celebrates food, music, and art in the summer. The two-day festival marked 
its sixth anniversary of the event August 2014, hosting 25 local vendors and was expected 
to have 12,000 attendees, up from 8,000 in 2013. 

! Lubeznik Lakefront Art Fest ival – In 2014, the Lubeznik Lakefront Art Festival 
celebrated its 33rd annual festival in Washington Park, consisting of over 100 artisans and 
fine craftsmen exhibiting works. The festival includes an artist demonstration tent, 
children’s activity tent, Patron Oasis, food vendors, and a beer garden. The event draws 
over 5,000 visitors each year. 

! Summer Fest – The Michigan City Summer Festival, Inc. organizes an array of events 
mostly throughout the summer, including the Big Parade, Lakeview Fundays in the Park 
Festival with a fireworks display, concerts, Octoberfest and the Festival of Lights Parade to 
celebrate the holidays.   

 

Other Attractions 

Supplementary to Michigan City’s main tourist attractions, the city also has many other North End 
attractions, which include, but are not limited to: 

! Shady Creek Winery – Situated on nearly 20-acres on the southern Lake Michigan 
shore, the winery features custom crafted wines and first class facilities including 
tasting rooms, living rooms and patios. 

! Shorel ine Brewery – A brewery and restaurant located near the shores of Lake 
Michigan and a little over one mile from the downtown area. It is a popular dining 
destination and serves 12 beers on tap including seasonal and award winning brews.  

! Breweries in the Area – There are 18 microbreweries in the Michiana area, from 
Whiting (near Chicago) to Goshen (near Elkhart). Two are located in Michigan City, 
including Shoreline, as well as Burn ‘em Brewing. There is a Brewery Trail promoted 
by the South Shore tourism agency (based in Lake County).   
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! The Antique Market – The market comprises of over 140 dealers and displays all 
types of antiques. These antiques include items such as silver, china, furniture, jewelry, 
coins, art, quilts, linens, military memorabilia, glassware, and pottery. Antique 
enthusiasts from the Midwest come to the Antique Market where a multitude of antique 
products are available for purchase.  

! Uptown Farmers Market of Michigan City – The Mainstreet Association 
sponsors the Farmer’s Market, formally known as the Michigan City Main Street 
Farmers Market, every Saturday from May through November on the corner of 8th and 
Washington Streets. The Market features locally grown fruits and vegetables in season 
as well as crafted items, flowers, and herbs. The Market also offers entertainment and 
education through local organizations. The 2014 season marked the Market’s 23rd year. 

Implications 

Michigan City is a fairly attractive location for tourists and residents but the area still has the 
potential to improve and diversify its hospitality and entertainment options. In particular, the city 
should continue to develop its North End and downtown areas, not only to attract visitors, but also 
to acquire a desired quality of life for its residents. The primary tourism area features major 
attractions, but is not connected by walkable or attractive environment in general that alerts people 
to its presence. It also does not have any lodging option on the water or with water views. By 
capitalizing on developments such as the proposed improvements in the North End and downtown, 
the city has the ability to grow as a place to live, work and play. With the recent and ongoing 
changes, Michigan City will be able to offer an attractive package that draws a number of visitors 
and businesses, creating a more vibrant and active city. The possible resurgence and development 
of the North End and downtown areas allows Michigan City to become a more appealing city that 
will attract many more visitors in the future, and induce additional private investment in the 
community. 

Hotel Industry Trends 

In today’s competitive hotel market, the market has demanded reliable room night generating 
destinations packages, usually near high traffic areas such as interstates and highly attended 
attractions, in all sized cities across the country. The driving force behind hotel developments in 
both small and larger markets is the public-private partnerships that are designed to bridge the gap 
in financing and make projects feasible that would never be financed without public incentives. This 
is especially true when the desires of the community for quality and size of hotel (or location) is 
outside what the private sector can reasonably finance, due to higher costs than the market will 
bear.  

Regardless of the hotel size and quality, local, county and/or state governments recognize the need 
for public incentives that make these projects a reality, thereby making their offering packages 
more attractive to meeting planners and visitors. Cities have recognized that neither an attraction 
alone or simply a hotel is compelling enough on its own, but rather the entire package of quality 
hotel rooms, function space, restaurant and retail activity nodes, and attractions in close proximity 
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between each other are essential to remain competitive in today’s tourism market. For Michigan 
City, with unique assets like the Lake Michigan beachfront and the Blue Chip Casino, a quality hotel 
with unique amenities that fills the gap in quality and options, helps complete the tourism package.  

Hotel Market Analysis 

HSP chose a set of primary competitive and relevant hotels that impact the market to profile and 
analyze within the City of Michigan City market area. The primary factors considered were location, 
function space, quality, amenities, size, brand and market demand mix. In addition, Michigan City is 
an area popular for second homes, which are also used as vacation rental properties. The analysis 
will also provide an overview of the vacation rental property market and it’s position within the 
overall Michigan City lodging market.   

Because the Blue Chip is so large, it cannot be included in a Smith Travel Research analysis, 
however it is the largest and most competitive hotel in the market and the highest quality, so it was 
considered alongside the other hotels in the market.  

The following table shows the lodging summary of the local market. 

Table 1 

Lodging Summary:  Michigan City  

Market Class Rooms % of Total 
Rooms Hotels Rooms per 

Hotel
Avg. Opening 

Year
Avg. Age 
in Years

Luxury - - - - - -
Upper Upscale 486 37% 1 486 2006 8
Upscale - - - - - -
Upper Midscale 223 17% 3 74 1989 25
Midscale 107 8% 1 107 1967 47
Independent 198 15% 7 28 1977 37
Economy 301 23% 4 75 1989 25
Total / Average 1,315 100% 16 82 1986 28

 
Source:  Smith Travel Reasearch, Hunden Strategic Partners

 

The market in total includes 1,315 rooms. Excluding the Blue Chip Casino’s 486-room hotel, the 
Michigan City local hotel market offers 829 rooms. Of this, approximately 60 percent of the non-
casino rooms available are at small independent or economy scale hotels of generally low quality. 
Approximately 27 percent of the non-casino hotel rooms are upper midscale quality and average 74 
rooms per hotel. There are no hotel options for quality above upper midscale. In addition, the 
existing non-casino hotel supply is very dated, with an average opening date of 1981, 
approximately 34 years. There are no branded upscale hotels, such as a Hampton, Hilton Garden, 
Courtyard, Hyatt Place or other select service branded hotel. 
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The next table shows the detail of the non-casino hotels in the market. 

Table 2 

Lodging in the Michigan City MarketLodging in the Michigan City Market

Hotels Rooms Opening
Microtel Inn & Suites by Wyndham Michigan City 68 2010
Knights Inn Michigan City West Kieffer 103 1987
Red Roof Inn Michigan City 79 1987
Super 8 Michigan City 51 1974
Millan Inn 50 1985
Golden Sands Motel 31 1993
Travel Inn Motel 29 1955
Christy`s Motel Court 29 --
ABC Motel 23 --
Blackhawk Motel 20 1990
Al & Sally`s Motel 16 1960
Baymont Inn & Suite Michigan City 107 1967
Country Inn & Suites Michigan City 56 2005
Comfort Inn Michigan City 50 1996
Clarion Inn & Suites Michigan City 117 1966
Total / Average 829 Feb-83

Source: Smith Travel Research, Hunden Strategic Partners

Lodging in the Michigan City Market

Chain Scale
Economy
Economy
Economy
Economy

Independent
Independent
Independent
Independent
Independent
Independent
Independent

Midscale
Upper Midscale
Upper Midscale
Upper Midscale

--

 

As shown, the majority of properties are small, much older and economy or independent 
properties. HSP toured the properties and most are of low quality, not what a tourism marketer 
would want representing it, beyond a few properties. 

HSP used Smith Travel Research (STR) to develop and analyze the competitive set, which was 
chosen as those better quality hotels in the market (non-casino). The following table shows a 
summary of the hotels in the Michigan City non-casino competitive set. 
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Table 3 

Michigan City Competitive Set Hotels

Hotel Rooms Date Opened
Distance from 

Washington Park
Recent / Planned 

Renovation Chain Scale*
Clarion Inn & Suites Michigan City 117 May-66 4.5 miles 2013 Upper Midscale
Baymont Inn & Suite Michigan City 107 Jun-67 2.5 miles 2005 Midscale
Microtel Inn & Suites by Wyndham Michigan City68 Apr-10 4.8 miles -- Economy
Country Inn & Suites Michigan City 56 Jun-05 4.7 miles -- Upper Midscale
Comfort Inn Michigan City 50 Jan-96 4.8 miles 2010 Upper Midscale
Average 80 Nov-03 2011 --
Total 398

*A means of categorizing hotels by brand

Source: Smith Travel Research
 

There are five hotels in the City of Michigan City competitive set, totaling 398 rooms. The largest 
property is the 117-room Clarion Inn & Suites, which is the only full-service hotel in the set. The 
hotels range in size from 50 rooms to as many as 117 rooms, averaging 80 rooms per hotel. The 
newest hotel is the Microtel Inn & Suites by Wyndham, followed by the Country Inn. The rest of 
the competitive set hotels opened before 2000. There are three upper midscale hotels, one 
midscale hotel and one economy hotel. 

The following figure shows a map of the Michigan City competitive set in relation to the Lake 
Michigan waterfront. 
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F igure 9 
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Although not in the Smith Travel Research set, the Blue Chip Casino Hotel is included in the 
competitive hotel map above because it greatly impacts the hotel market. However, the Blue Chip 
Casino Hotel cannot be compared on a relative basis to the competitive set because it functions as 
an amenity to the casino to lure in gamblers at discounted room rates.  All of the hotels in the 
competitive hotel map above are within five miles of Washington Park and a 15-minute drive of the 
Michigan City Municipal Airport. Four hotels are clustered together just off of Interstate 94, near the 
US 421 interchange.  

The primary issue for the hotels in the competitive set and Michigan City in general is that the 
hotels are not located near the North End, but instead are near the interstate (I-94). The other 
primary issue is quality. There are no branded quality hotels in the Michigan City market, so those 
travelers who prefer Marriott, Hilton, Hyatt or Starwood products have no options in Michigan City. 
This means the rates are lower and there is unaccommodated demand as travelers go elsewhere.  

The Blue Chip hotel  

This hotel and casino was profiled previously and it is the highest quality and highest rated hotel in 
the market in terms of average daily rate. It offers service and quality beyond that of a standard 
full-service hotel and beyond the select service hotels that are missing from the market, such as 
Hampton Inn, Courtyard, Hilton Garden Inn, Hyatt Place, etc. Average daily rates are at or above 
$120 and their occupancy is fairly strong, even when not including reduced rate or comped rooms 
for gaming customers.  

With so many rooms, the Blue Chip dominates the market and generates significant demand. In 
interviews with the management, they welcomed the opportunity to have another hotel property in 
the North End to help them accommodate large groups, especially on the weekends.  

Accommodated Demand and Competit ive Set Performance 

HSP used STR data to analyze the competitive hotel set. The following table shows the 
performance data for the City of Michigan City’s competitive set of hotels from 2008 through April 
of 2014. 
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Table 4 

Year
Annual 

Avg. 
Available 
Rooms

Available 
Room 
Nights

% 
Change

Room 
Nights Sold % Change % Occ. % Change ADR % Change RevPar % Change

2008 366 133,554 -- 65,305 -- 48.9 -- $91.47 -- $44.73 --
2009 330 120,450 -9.8% 44,372 -32.1% 36.8 -24.7% $88.28 -3.5% $32.52 -27.3%
2010 381 139,150 15.5% 53,864 21.4% 38.7 5.1% $86.70 -1.8% $33.56 3.2%
2011 398 145,270 4.4% 54,800 1.7% 37.7 -2.5% $85.25 -1.7% $32.16 -4.2%
2012 398 145,270 0.0% 60,058 9.6% 41.3 9.6% $86.22 1.1% $35.65 10.8%

2013 398 145,270 0.0% 66,986 11.5% 46.1 11.5% $78.16 -9.4% $36.04 1.1%
2014 YTD (April) 398 47,760 -- 20,379 35.8% 42.7 35.8% $66.77 -10.4% $28.49 21.7%
Projected 2014 398 145,270 0.0% 73,685 10.0% 50.7 10.0% $76.20 -2.5% $38.65 7.2%

CAGR* (2008-2013) 1.8% 1.8% -- 0.5% -- -1.1% -- -2.9% -- -3.9% --

*Compound Annual Growth Rate

Sources: Smith Travel Research, Hunden Strategic Partners   

Historical Supply, Demand, Occupancy, ADR, and RevPar for Competitive Hotels

 

From 2009 to 2013, room nights sold in the Michigan City hotel competitive set increased by 
22,614. The number of room nights sold reached pre-recession levels in 2013. The increase in 
available room nights between 2010 and 2011 is due to the opening of the Microtel Inn & Suites 
by Wyndham. Since 2011, the available rooms nights has remained constant. 

The average daily rate decreased from $91.47 to $78.16 between 2008 and 2013. The $13.00 
decrease in rate has contributed to the decline in RevPAR from $44.73 to $36.04. RevPar 
significantly decreased to $32.52 in 2009, but has increased gradually with the exception of a slight 
decrease in 2011 when the Microtel Inn & Suites by Wyndham opened. The RevPAR increased 
more than ten percent the following year. Both the average daily rate and RevPAR are still well 
below their highs in 2008.  

Between 2011 and 2013, occupancy increased from 37.7 percent to 46.1 percent. Despite the 
overall increase in occupancy and RevPAR in the last three years, the average daily rate continues 
to decrease.  

The following figure displays the seasonality of occupancy for July 2008 through April 2014. 
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F igure 10 
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In terms of occupancy, June, July and August are the busiest months, on average ranging from 50 
to 65 percent. December and January are the slowest months, which is typical for a city that 
experiences four distinct seasons. Overall, occupancy is quite low in the market.  

The following figure shows the seasonality of rate. 
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The average daily rate peaks in July at approximately $95 on average and remains high through 
August before steadily declining the rest of the year. January on average has the lowest average 
daily rate at approximately $75. The average daily rate then increases steadily each of the following 
months until peaking in July.  
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The following figure shows the seasonality of RevPAR, which is the product of rate and occupancy, 
and suggests overall revenue. 
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As with the other performance indicators, RevPAR data is consistent with the analysis of the 
previous graphs. RevPAR is highest during July and August when the rate and the occupancy are 
also high. RevPAR is lowest during January and December.  

The following figure shows the occupancy by day of the week during the 12 months ending April 
2014. 
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F igure 13 
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Occupancy is highest over the weekend on Friday and Saturday suggesting a strong leisure market. 
Weekday occupancy, however, is relatively low, as occupancy on average does not reach above 50 
percent on Monday through Thursday. This suggests a weak corporate transient market. The 
Saturday average occupancy is 70 percent suggesting there is unaccommodated demand, which 
will be discussed later. Occupancy is lowest on Sunday nights, which is typical for all markets. 

The following figure shows the average daily rate by day of week. 
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Rates are highest on weekends, on average ranging from $85 to $90 on Fridays and Saturdays, 
respectively. During the week, rates remain low, ranging from $65 to $70 on Monday through 
Thursday. This reaffirms the weak corporate transient market. 

Unaccommodated Demand 

Unaccommodated demand is defined as demand that would have been captured by the market but 
for a lack of available or quality rooms. This demand is therefore deferred to later dates, accepts 
lesser-preferred accommodations, moves just outside the competitive set, moves its business to 
another area, or cancels plans altogether. Therefore, as new properties are added to the market, it 
is expected that this demand will be accommodated by the new supply, suggesting that when new 
hotels are added, they do not cannibalize existing market demand, but accommodate previously 
unaccommodated demand.  

The following table shows the occupancy by day of the week per month for the twelve months 
following May 2013. Days of the week with occupancy between 75 and 80 percent are shown in 
yellow, suggesting mild displacement and unaccommodated demand, while orange shows days 
with 80 to 90 percent occupancy, suggesting very likely displacement. Days in red are for times 
when occupancy was beyond 90 percent for the set, suggesting near-certain displacement. 

Table 5 

Sunday Monday Tuesday Wednesday Thursday Friday Saturday Avg
May - 13 31.6% 29.7% 31.1% 35.8% 34.5% 49.0% 69.7% 40.2%

Jun - 13 37.7% 47.7% 52.4% 51.3% 53.3% 72.0% 77.3% 56.0%

Jul - 13 51.7% 54.3% 54.8% 63.8% 71.3% 88.6% 90.3% 67.8%

Aug - 13 48.7% 52.3% 53.2% 55.8% 60.7% 81.6% 93.0% 63.6%

Sep - 13 42.3% 36.6% 38.4% 41.8% 46.9% 66.4% 63.0% 47.9%

Oct - 13 37.6% 50.0% 54.9% 54.7% 57.3% 64.8% 73.8% 56.2%

Nov - 13 35.4% 46.9% 48.1% 48.8% 54.8% 74.7% 79.3% 55.4%

Dec - 13 30.1% 34.9% 43.6% 36.9% 38.5% 40.8% 42.5% 38.2%

Jan - 14 41.5% 40.7% 40.1% 39.0% 45.1% 42.1% 47.6% 42.3%

Feb - 14 31.3% 37.0% 36.3% 39.0% 41.4% 58.8% 62.2% 43.7%

Mar - 14 27.3% 36.4% 40.7% 39.5% 38.5% 50.9% 74.2% 43.9%

Apr - 14 20.2% 28.7% 32.8% 41.6% 46.5% 50.0% 66.3% 40.9%

Average 36.3% 41.3% 43.9% 45.7% 49.1% 61.6% 69.9%

Sources: Smith Travel Research   

Occupancy Percent by Day of Week by Month -May 2013 - April 2014

  

As shown, the overall market averages approximately 50 percent occupancy throughout the year 
with a very small window of high occupancy on Friday’s and Saturday’s during July and August. 
This results from Michigan City being a leisure destination in the summer due to its Lake Michigan 
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beachfront. The occupancy during the week is 15 to 20 percent lower than the weekends, 
demonstrating the corporate transient segment is nonexistent and below sustainable levels. 

The following figure shows the estimate of unaccommodated room nights over the past several 
years.  

F igure 15 
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As previously mentioned, an unaccommodated room night is a night when a traveler seeking 
accommodations within the market must either cancel their stay or settle for accommodations of 
lesser quality because the desired facilities have no vacancies. The number of estimated 
unaccommodated room nights is determined in any month when occupancy is higher than 66 
percent. Based on the prior table, there are have been very few sellouts since 2008.  

Based on HSP estimates, unaccommodated room night demand for the competitive set has not 
surpassed 100 since 2008. There is not enough demand to support additional quality rooms in the 
market without significant business impacts to the existing hotels and the vacation rental 
properties. With an overall occupancy below 50 percent, any new hotel is not going to be feasible 
without some outside financial support.  

Private Rental Market 

The Michigan City private rental market has a substantial impact on the overall lodging and 
visitation to the region. Wealthy individuals from Chicago and other prominent markets often buy 
second homes that are along or close to Lake Michigan. Since these second homes are periodically 
used, many owners convert their second homes into vacation rentals when they are not being 
used, and lease them through various private rental websites or agencies. As a result, private 
rentals line the beach area in Michigan City, and these units are often highly occupied during the 
summer months. The private rental market has developed into a robust business sector in 
Michigan City.  
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The figure below shows the second home market area. 

F igure 16 

 

Below is information relating to the private rental market in Michigan City. 
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Table 6 

Michigan City Private Rental Market
Estimated # of Rentals 208
Average # of Bedrooms 3.46
Average # Accomodated 9.67
Average Cost/Rental Night $308.56
Average Cost/Bedroom $89.14
Average Cost/Accomodated $31.91
Occupancy Rate (July)* 84%
Occupancy Rate (August)* 60%

*Based on sample of 25 rentals

Source: homeaway.com, airbnb, Hunden Strategic Partners
 

The private rental market in Michigan City offers a wide variety of sizes, prices and amenities for 
visitors to choose from. As shown, there were approximately 208 private rentals inventoried in 
Michigan City. Of the properties inventoried, the average number of bedrooms is 3.46 and the 
average number of people accommodated is 9.67. Total rental cost is approximately $309 per night 
and cost per bedroom is more than $89 per night.  

In Michigan City, private rental leases are typically for a week, but many landlords will accept one 
or two night leases when demand is limited. Technology plays an instrumental role in the leasing 
process, and landlords often use websites such as homeaway.com and airbnb.com to lease their 
property. 

The private rental property market is comprised of a diverse mix of apartments, condos and single 
family homes. The most common private rentals properties are three-bedroom units, and there are 
approximately 56 in Michigan City. Approximately 80 percent of the rental properties in Michigan 
City have between two and five bedrooms. The largest private rental property inventoried was nine 
bedrooms, and there are approximately four in Michigan City.  

Michigan City hotels and private rentals compete over different but slightly overlapping groups. For 
example, private rentals often attract large family vacation groups that wish to be near the beach 
with personal space. While hotels would like to attract these large family vacationers, the hotel 
demand is primarily generated from the casino, conventions, meetings, passersby, retail, 
restaurants, and other entertainment in the area. Current private rentals and hotels are bringing in 
large numbers of vacationers and tourists, and this is establishing a strong tourism industry. A 
strong tourism industry circulates revenue to local businesses and incentivizes private investment 
in various real estate assets. New real estate investments attract more visitors and can further 
improve local economics and the tourism market. As hotels and private rentals contribute to 
building the tourism industry, it can be mutually beneficial for hotels and private rentals going 
forward. 
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Total Hospital i ty Market 

When considering the total lodging market in Michigan City, one must consider the competitive set, 
the non-competitive set, the casino hotels and the rental home market. HSP especially wanted to 
consider the second home market as there is a distinct market of visitors who want a higher quality 
experience near the water and are willing to pay for it. While not all home rental customers will 
also stay in a select service hotel, there appears to be a gap in the market where those who want 
to be near the lake and its assets have no quality options except for a rental home. The Blue Chip 
hotels are just far enough away to be non-walkable from the Golden Triangle attractions except the 
casino.  

As such, HSP considered the total hospitality market and estimated its performance below for peak 
season and non-peak season. 

Table 7 
Estimated Total Lodging Market in Michigan City

Hotel Rooms
Occupancy      
May-August

Occupancy  
September-April

Total Year 
Occupancy

Avg. Daily Rate    
May-August*

Avg. Daily Rate     
September-April*

Total Year 
Rate

Competitive Hotel Set 829 63% 46% 50% $90 $80 $82
Non-Competitive Hotel Set 431 51% 34% 38% $49 $40 $42
Blue Chip Casino** 486 83% 67% 71% $127 $121 $122
Rental Homes* 603 72% 24% 36% $87 $39 $51
Total/Weighted Averages 2,349 67% 43% 49% $89 $71 $75

* Per bedroom for rental homes

** Estimated total occupancy, including comps. Estimated Avg. Rate inlcudes only non-comped rooms

Source: Hunden Strategic Partners
 

The total lodging market in the city is much larger than the 1,315 rooms in hotels by an additional 
603 rooms in rental homes. This increases supply and implied demand by approximately 45 
percent. The occupancy during peak season is estimated to be 67 percent and ranges from 51 
percent at the non-competitive hotels to 83 percent at the Blue Chip. The rental home market is 72 
percent occupied during this period. Occupancy during the off-peak months is estimated to be 
about 24 percentage points lower. This is primarily driven by a major decline in the rental home 
market, which is not active beyond the fall months and holidays. However, the lodging options also 
see a decline in occupancy. Total year occupancy for all options is estimated at just under 50 
percent, which is a lower level of occupancy when attempting to induce the development of a new 
hotel. The competitive hotel set’s total occupancy is estimated to be 50 percent for 2014, while the 
Blue Chip is estimated at just over 70 percent.  

Average daily rates for hotel rooms and lodging in rental homes ranges substantially. However, for 
quality lodging, the rates during peak times range from $90 to $127 and $80 to $121 during off-
peak times. This suggest that while the market may not be large for paid higher quality lodging, 
there is a market for those willing to pay as much as $125 per night for a quality hotel.  
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What’s Missing? 

The types of properties missing from this market are “select service” branded hotels that are the 
most popular in today’s lodging market. These are considered “upscale” hotels by the industry. 
They are a step above limited service hotels (considered “upper midscale”) but below true full-
service hotels (considered “upper upscale”). Some of these select service properties have been 
developed with restaurant and meeting space options, such as in Fort Wayne next to the 
convention center. However, most are standard 75-, 90- or 120-room (plus or minus) properties 
with names like Hampton Inn, Hilton Garden Inn, Courtyard by Marriott, Residence Inn (more of a 
suite product), Springhill Suites (also a suite product), Hyatt Place, aloft and Element by Starwood 
and Holiday Inn Express. Any of these would do well in Michigan City, especially in the North End. 
The reason these do so well is that they provide an upscale environment, the needed food options 
for breakfast and a strong brand where people can accumulate or use points in the top brands in 
the country:  Marriott, Hilton, Starwood, Hyatt and Holiday Inn. Currently, Michigan City has none 
of these options. 

HSP analyzed the market to see where the nearest of these types of hotels are located. The results 
are show in the table below. 

Table 8 

Closest Regional Large Brand or Quality HotelsClosest Regional Large Brand or Quality Hotels

Property Name
Number of 

Rooms Chain Scale Brand Family
Distance 

from MI City
Online Rate June 

16-22, 2014*
Trip Advisor 

Rating Opening Date
Hampton Inn, La Porte, IN 62 Upper Midscale Hilton 7.4 $124 4 of out 5 2002
Holiday Inn Express, New Buffalo, MI 80 Upper Midscale IHG 9.7 $118 4 of out 5 2000
Fairfield Inn & Suites, New Buffalo, MI 105 Upper Midscale Marriott 9.8 $140 4 of out 5 2009
Holiday Inn Express, La Porte, IN 65 Upper Midscale IHG 9.8 $126 4 of out 5 1997
Four Winds Casino Resort, New Buffalo, MI 415 Independent N/A 10.9 $159 4.5 out of 5 2007
Hilton Garden Inn, Chesterton, IN 120 Upscale Hilton 12.0 $171 4.5 out of 5 2001
Hampton Inn, Portage, IN 60 Upper Midscale Hilton 19.6 $136 4 of out 5 1999
Holiday Inn Express, Portage, IN 76 Upper Midscale IHG 19.7 $109 4 out of 5 1999
Average 123 12.4 $135 4.13 out of 5
*Excludes taxes & fees

Sources:  Smith Travel Research, Various booking websites, Hunden Strategic Partners

 

The nearest hotel of this quality is 7.4 miles away in La Porte, Indiana and is a Hampton Inn, 
opened in 2002. The next two closest hotels are in New Buffalo, Michigan about ten miles to the 
north. There is a Holiday Inn Express in La Porte as well, although both La Porte hotels are under 
70 rooms. The two in Michigan are larger (80 and 105 rooms). The Four Winds Casino Hard Rock 
Hotel is 415 rooms and is about eleven miles away and presents the largest competition for Blue 
Chip. The largest select service upscale hotel is the 120-room Hilton Garden Inn in Chesterton, 
Indiana on the Indiana Toll Road, 12 miles to the west.  

The following figure shows the location of these competitive hotels. 
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F igure 17 

 

Clearly, there is a gap of quality hotels within ten miles of Michigan City. If filled, that hotel could 
recapture significant demand from the surrounding market and induce new demand to Michigan 
City.  

The Michigan City hotel market’s competitive set is composed of hotels ranging in size from 50 
rooms to 117 rooms, averaging 80 rooms. The hotel quality level ranges from economy to upper 
midscale, with no options available for quality above the upper midscale class. The hotels opened 
as far back as 1966 to the most recent opening in 2010. All the hotels in the competitive set are 
conveniently located just off Interstate 94 at the U.S. Route 421 exit. However, excluding the Blue 
Chip Casino, no hotels are located close to key City assets like Washington Park or the lakefront, 
and the next closest hotel is about 2.5 miles away. The 486-romm Blue Chip Casino dominates the 
higher end of the market, but there is a noticeable gap between that option and the much lower 
quality options in the market, which perform poorly.  

Private rentals were also analyzed and determined to be beneficial to the tourism industry and thus 
supportive of hotel business. Private rentals compete for mostly family vacation business, and by 
maximizing the breadth of lodging options, Michigan City will benefit as a result. A better hotel 
product would help to induce and capture some of this demand that may be going to Michigan or 
elsewhere.  
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Even with a new hotel adding supply to the market in 2010, occupancy rates have continued to 
increase, proving the supply is being absorbed in the market. Since 2009, the average daily rate 
declined approximately $10. This lower rate has contributed to the increasing occupancy rates. 
There is unaccommodated demand on Friday’s and Saturday’s during July and August, but the 
remaining part of the year has relatively low occupancy rates. Since 2008, the market has not 
experienced more than 100 unaccommodated room nights in a year, suggesting that the market 
may have enough supply of lower quality product.  

However, aside from the casino, the current supply does not offer a better-quality option in close 
proximity to Washington Park, such a branded select service hotel, which could draw more visitors 
to the area. Through conversations with general managers of hotels, some felt that the addition of 
a higher quality full-service hotel will help bring more visitors to Michigan City and may lead to 
overflow, which would help to improve the state of the existing hotel market. Other hotel general 
managers suggested another hotel would lead to market cannibalization and that a true demand 
generator is needed to bring more visitors. HSP believes that both are true and that with a better 
conceived North End, more able to link existing and new attractions together, a more welcoming 
environment for travelers and a quality hotel product in the North End (with nearby quality 
restaurant options), the hotel market and tourism market will expand and support the new 
property. 

The gap in quality branded supply within ten miles of Michigan City is a noticeable quality supply 
gap that should be filled and will likely recapture and induce demand to the market that is either 
avoiding it currently or is not considering it. 

SWOT Analysis 

Strengths 

! Access. Being located in the North End, Michigan City provides travelers easy 
access to a potential hotel along Route 12. U.S. Access to Michigan City is excellent 
via multiple highways, including I-94 and I-80/90.   

! Civic Pride. The City of Michigan City and the residents have demonstrated a 
strong sense of pride in redeveloping the downtown and North End.  

! Committed Community Leadership. The City of Michigan City’s leadership has 
demonstrated a commitment to stimulating redevelopment and reinvestment in the 
city, especially in the downtown and North End area.  

! Exist ing Qual i ty Lodging/Vacat ion Demand. Perhaps one of the most 
encouraging signs for a project is the latent demand for quality hotel rooms in 
Michigan City. Unfortunately, this is knowable only by knowing how much people are 
willing to pay for rooms at Blue Chip, well over $100 (for those not discounted) as 
well as many families willing to rent expensive vacation homes in the area. This 
information was available to HSP on a confidential basis for Blue Chip. The existing 
standard hotel market is fairly weak and this is where the opportunity is.  
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! Walkable. A North End hotel would be walkable to the attractions of the North End, 
downtown restaurants, retail and entertainment. Travelers would be able to stroll the 
streets of the North End and downtown to visit shops, restaurants and entertainment 
without having to get into their car. 

! Locat ion. Being located on the lakefront, access to the North End and other 
attractions will help the project.  

! Views. The views from a hotel on the North End should include the lake, which 
should enhance its ability to charge higher rates and generate demand.  

Weaknesses 

! Weak Exist ing Tradit ional Hotel Market. The existing hotels in the market, 
besides Blue Chip, are of low quality. Between their low level of quality, lower-end 
brands and weak local commercial market, these properties do not perform well. But 
those who have upgraded their quality, like the Baymont, tell a different story:  that 
Michigan City is starving for a quality hotel.  

! Seasonal i ty . A location on the North End would be closer to the lakefront, which 
would be great during good weather, but could be tough to fill during winter, when 
there is little draw to the lake. 

Opportunities 

! Fl ight to Qual i ty . There is a flight to quality that occurs when new, well-located 
hotels open with the services and amenities customers expect. This then draws 
business from the existing hotels outside of Michigan City back to Michigan City 
where they intended to be anyway, but had no lodging options.  

! Lack of an Exist ing Upscale Hotel .  There is no direct competitor for an upscale 
branded hotel in the market, suggesting it would own its place in the market and 
should not displace much existing demand as current local hotels. Based on the 
limited number of existing quality hotels, a new upscale hotel should continue to 
improve the reputation of Michigan City and attract a higher-income clientele. 

! Growing High-Income Market Base. As the market has been rebounding and 
improving, it has been attracting a higher-income market to the area over the past 20 
years, especially for second homeowners. The higher-income market includes visitors 
spending the night for Notre Dame football games or graduation. These indicators of 
Michigan City’s improving market suggest an opportunity for a higher-quality hotel 
with above market rates.  

! Economic, F iscal and Employment Benef i ts . The hotel will entice visitors to 
visit Michigan City businesses, restaurants and entertainment facilities. These visits 
result in increased downtown spending, and in turn, an improved local business 
environment, additional tax collections and an increased number of employment 
opportunities. The visibility that visitors will have of the downtown from the new hotel 
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will show off the community to a new population that may consider visiting again or 
even moving to the community. 

! Strong Relat ionships with Local Businesses. Being in the supportive 
Michigan City community, a downtown boutique hotel would have the opportunity to 
utilize local businesses to contract out certain amenity services, such spa and 
massage packages at the Blue Chip Casino hotel. Additionally, certain demand 
generators suggested the possibility of co-promoting the hotel, along with their 
venue.  

The following figure illustrates the proposed hotel sites. 
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F igure 18 
!

 

The four sites are located within the “Golden Triangle” created by the Lighthouse Place Premium 
Outlets, Washington Park and the Blue Chip Casino. Each potential site is accessible and visible 
from the main thoroughfare, Franklin Street, which connects the areas to the north and south of 
Trail Creek. The sites are walkable to these primary Michigan City attractions as well as downtown. 
Although the hotel sites will not have the interstate exposure, they will be set within the primary 
activity nodes in Michigan City’s North End.   

Analysis of each prospective site leads to the conclusion that a hotel would best be suited closest 
to the waterfront, with access and views of Lake Michigan and Trail Creek, the marina, beaches, 
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dunes, and the downtown areas for windows facing south. Any site can be accommodated to 
design rooms facing northeast up the lakeshore and beaches. Any hotel located farther from the 
water, such as at Sites Three and Four, will need even more vertical lift from the ground in order to 
provide guests with a view over existing buildings and levees. All four of these sites are very close 
in proximity to each other and the waterside attractions in this district, however, better visibility of 
the hotel from U.S. 12 and downtown Michigan City is helpful, if not necessary.  

It is important for the for the developer and city to consider the guest experience and orient the 
hotel structure to minimize views of the NIPSCO plant that lies to the west, but offer views of the 
City’s assets: the dunes and beaches, downtown, and the Blue Chip Casino & Hotel. Views and 
guest experience are a far more important quality and have a greater impact in the success of a 
hotel within this part of the city, more so than along an interstate highway interchange, because the 
incentive for the guest’s stay is different. If a visitor has decided to stay overnight at the proposed 
hotel location several miles away from any major highway in order to stay in downtown Michigan 
City, it is for reasons other than convenience. Attractiveness and visibility are key components, and 
the hotel will have to make up for lost potential room-nights due to the lower traffic counts in 
downtown Michigan City, versus traffic along I-94 or I-80/90. 

Interstate 94 and the Indiana Toll Road are highly traveled arterial thoroughfares for a large region 
stretching from the northeastern U.S. to the Upper Midwest, with nearly 100,000 vehicles per day 
passing Michigan City’s entry points. Advertising and reaching potential visitors by providing an 
image of connectivity to the beach, lakefront, casino, restaurants and retail will optimize the 
opportunities for the hotel to capture more highway travelers and weekend excursions. In addition, 
the proximity to an envisioned new village development filled with dining, entertainment and retail 
options at the corner of U.S. Route 12 and Franklin Street is a key factor in building a destination 
that potential hotel guests will find inviting and compelling, building off the leisurely beach-village 
setting that is already found in pockets of the city.  

Each of the four sites were evaluated and ranked based on their proximity to water views, proximity 
to other attractions, ability of the site to contain the necessary rooms and parking, and visibility. 
Based on the site analysis, Site 1 and 2 (because they are so close to each other, the same water 
views and nearby attractions) represent the optimal location based on their access, visibility, and 
proximity to demand generators.  

Site 3 offers a good option for a hotel development if a multi-story parking facility can be built on 
this small parcel. The access to the beach, Franklin Street Bridge, attractions and the developing 
North End redevelopment are very positive at this site, and the visibility to the other attractions 
such as Blue Chip Casino and Lighthouse Place Outlets is also good. It is just enough north to 
allow for better views beyond NIPSCO than sites to the south.  

Site 4, is similar to Site 3, but is set back away from Franklin Street and potentially has more room 
to work with for hotel and parking design. Visibility of the water views will still have to come as a 
result of raising the hotel off the ground, however access to the hotel is clear and easy being just 
off U.S. 12 and Franklin Street.  
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Recommendations 

Based on the current and expected conditions, HSP provides the following recommendations for 
the Michigan City market. 

! Room Count and Brand. A branded, select service hotel of 90 rooms within a 
major brand family of either Marriott, Hilton, Hyatt or Starwood. These could also 
include suite products by these brands. Specific brands include: 

! Hilton Garden Inn 

! Hampton Inn 

! Courtyard by Marriott 

! Springhill Suites by Marriott 

! Residence Inn by Marriott 

! Aloft by Starwood 

! Element by Starwood 

! Holiday Inn Express (and/or Suites) 

! Hyatt Place 

! Restaurant. While restaurants are critical to the success of the area and restaurants 
within walking distance should be developed throughout the North End in a walkable 
environment, they are often tough for hotels to make profitable. As such, most of the 
recommended brands provide a free continental breakfast and happy hour food/drink 
options, but no true restaurant. This is best for the hotel’s viability, but again, other 
restaurants should be developed adjacent to the hotel.  

! Funct ion Space. HSP recommends the hotel offer basic function space, from 1,600 
square feet up to 2,400 square feet.  

By enacting these recommendations, HSP believes the hotel will be a long-term success in 
Michigan City. However, to get through the first several years, the hotel will likely need public 
support in the form of development financing assistance. 

Projection of Performance 

The following table shows the estimated market penetration of the proposed hotel, based on how 
the hotel will penetrate various markets. 
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Table 9 

Estimated Market Penetration for Proposed 90-Room Hotel

Year
Corporate 
Transient Group Leisure

2016 100% 85% 80%
2017 110% 95% 95%
2018 120% 100% 105%
2019 133% 105% 110%
2020 133% 105% 110%
2021 133% 105% 110%
2022 133% 105% 110%
2023 133% 105% 110%
2024 133% 105% 110%
2025 133% 105% 110%
2026 133% 105% 110%
2027 133% 105% 110%

 
Source: Hunden Strategic Partners

Estimated Market Penetration for Proposed 90-Room Hotel

Total 
Penetration

Projected Set 
Occupancy

Subject 
Occupancy

85% 47% 40%
98% 51% 50%
107% 54% 58%
114% 55% 63%
114% 57% 64%
114% 57% 64%
114% 57% 64%
114% 57% 64%
114% 57% 64%
114% 57% 64%
114% 57% 64%
114% 57% 64%

 

The 90-room hotel is expected to have a total penetration rate of 114 percent at stabilization, due 
to the fact that it will be the newest hotel, the only hotel within the “Golden Triangle”, and the 
closest hotel to downtown. Resulting occupancy is expected to be 64 percent.  

The hotel is expected to primarily cater to the built in markets that are already in Michigan City for 
business and pleasure, yet should induce new demand as people gravitate towards a new, higher 
quality product. As a powerful branded hotel and newest hotel with the highest quality, it is 
expected to penetrate the corporate transient market well, at approximately 133 percent. It is also 
expected to do well with the group market since it will be located near the Blue Chip casino, which 
is looking for other high quality hotels nearby to use for their group business (especially when that 
group business overlaps with the gaming market).  

The tables below show the estimated market segmentation for the proposed hotel versus the 
competitive set.  
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Table 10 

Projected 90-Room Hotel 
Stabilized Demand Mix vs. Comp Set

Segment Hotel at 
Stabilization Comp Set

Corporate 22% 19%
Group 13% 14%
Leisure 65% 67%
Total 100% 100%

Source: Hunden Strategic Partners
 

The hotel is expected to have higher corporate mix than the competitive set, although in general it 
should attract a similar market segment mix as the competitive set.  

The next tables show the average daily room rate projections for the proposed hotel.   

Table 11 

Average Daily Room Rate Projections

Year Annual 
Increase

Hotel Rate 
Penetration

Annual 
Increase

Comp. Set 
ADR

Projected Hotel 
Rate

2008 $91 -- -- -- --
2009 $88 -3.5% -- -- --
2010 $87 -1.8% -- -- --
2011 $85 -1.7% -- -- --
2012 $86 1.1% -- -- --
2013 $78 -9.4% -- -- --
2014 $79 1.0% -- -- --
2015 $81 2.0% -- -- --
2016 $83 2.5% 126% $104 --
2017 $85 2.5% 126% $106 1.9%
2018 $87 3.0% 125% $109 2.8%
2019 $90 3.0% 126% $113 3.4%
2020 $92 3.0% 126% $116 3.0%
2021 $95 3.0% 126% $120 3.0%
2022 $98 3.0% 126% $124 3.0%
2023 $101 3.0% 126% $127 3.0%
2024 $104 3.0% 126% $131 3.0%
2025 $107 3.0% 126% $135 3.0%
2026 $110 3.0% 126% $139 3.0%
2027 $114 3.0% 126% $143 3.0%

Source: Hunden Strategic Partners
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As shown, rates in the competitive set have decreased from $91 to $78 from 2008 to 2013. HSP 
expects those rates to increase slowly over the coming years and reach $92 by 2020, with three 
percent average growth thereafter. ADR growth nationally has generally increased at the same level 
as inflation, although with much variability as shown from the recent past. The new hotel’s 
penetration rate is expected to stabilize at 126 percent, leading to an ADR beginning at $104.  

Understanding how the hotel will perform internally is as important to the feasibility as the external 
occupancy and rate projections. The next table shows the performance of the proposed hotel based 
on a number of assumptions about the property.  

The figures are shown as earned (cash basis) and in nominal amounts, not discounted. PAR stands 
for “per available room” and are shown on an annual basis and POR stands for “per occupied 
room” and are shown on a per night basis. 
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Table 12 

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 1

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 1
Room Count 90
Available Room Nights 32,850
Occupancy Rates 58%
Occupied Room Nights 19,132
Average Daily Rate $109
RevPAR $64
Percent of Change from Prior Year --

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 1 Year 2
90

32,850
63%

20,698
$113

$71
11.9%

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 3
90

32,850
64%

21,112
$116

$75
5.1%

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 4
90

32,850
64%

21,112
$120

$77
3.0%

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 5
90

32,850
64%

21,112
$124

$79
3.0%

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 10
90

32,850
64%

21,112
$143

$92
3.0%

 $ %

REVENUE
Rooms $2,091 96.5%
Hotel Food and Beverage 22 1.0%
Telecommunications 2 0.1%
Other Operated Departments 28 1.3%
Parking & Transportation 0 0.0%
Rentals and Other Income 24 1.1%

Total Revenue $2,166 100.0%

DEPARTMENTAL EXPENSES
Rooms $604 28.9%
Hotel Food and Beverage 14 67.0%
Telephone 13 600.0%
Other Operated Departments 2 6.0%
Parking & Transportation 0 2.0%
Rent and Other Income 1 6.0%

Total Departmental Expenses $635 29.3%

Gross Operating Income $1,532 71.2%

UNDISTRIBUTED OPERATING EXPENSES  
Administrative and General $232 10.7%
Marketing $145 6.7%
Utility Costs $136 6.3%
Property Operations and Maintenance $139 6.4%

Total Undistributed Expenses $652 30.1%

Gross Operating Profit $880 40.6%

Franchise Fees $82 3.8%

FIXED EXPENSES  
Property Taxes $81 3.7%
Insurance 32 1.5%
Management Fee 69 3.2%
Reserve for Replacement $22 1.0%

Total Fixed Expenses $204 9.4%

Cash Flow from Operations $593 27.4%

PAR POR $

$23,233 $109 $2,340
$240 $1 24

$24 $0 2
$311 $1 31

$0 $0 0
$263 $1 27

$24,071 $113 $2,424

  
$6,714 $32 $629

$160 $1 16
$144 $1 15

$19 $0 2
$0 $0 0

$16 $0 1
$7,053 $33 $663

$17,018 $80 $1,761

  
$2,576 $12 $247
$1,613 $8 $150
$1,516 $7 $141
$1,541 $7 $143
$7,245 $34 $681

$9,773 $46 $1,080

$915 $4 $92

  
$900 $4 119                 
$361 $2 34
$770 $4 78
$241 $1 $36

$2,272 $11 $266

$6,586 $31 $722

$

$2,458
25

3
33

0
28

$2,547

$639
17
15

2
0
1

$674

$1,873

$247
$150
$140
$143
$680

$1,193

$97

144                 
33
82

$51
$310

$786

$

$2,532
26

3
34

0
29

$2,624

$658
17
16

2
0
1

$694

$1,929

$252
$152
$144
$147
$695

$1,234

$100

157                 
34
84

$92
$367

$767

$ %

$2,608 96.5%
27 1.0%

3 0.1%
35 1.3%

0 0.0%
30 1.1%

$2,702 100.0%

$678 26.0%
18 65.0%
16 600.0%

2 5.0%
0 0.0%
1 5.0%

$715 26.5%

$1,987 73.4%

 
$259 9.6%
$157 5.8%
$149 5.5%
$151 5.6%
$716 26.5%

$1,271 47.0%

$103 3.8%

 
153                 5.7%

35 1.3%
86 3.2%

$95 3.5%
$370 13.7%

$799 29.6%

$3,023 94.4%
31 1.0%

3 0.1%
41 1.3%

0 0.0%
102 3.2%

$3,201 100.0%

$786 26.0%
20 65.0%
19 600.0%

2 5.0%
0 0.0%
5 5.0%

$832 26.0%

$2,368 73.9%

 
$307 9.6%
$186 5.8%
$176 5.5%
$179 5.6%
$848 26.5%

$1,520 47.5%

$122 3.8%

 
186                  5.8%
42 1.3%

102 3.2%
$112 3.5%
$442

$957 29.9%

Source: Hunden Strategic Partners  

The property is projected to generate a total of $2.2 million in gross revenue in the first year, 
increasing to $2.7 million in the fifth year. Nearly $600,000 would be available to satisfy debt and 
equity requirements in the first year (27.4 percent of gross revenue), increasing to nearly $800,000 
in the fifth year (nearly 30 percent of gross revenue).  
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Supportable Equity and Debt 

The cash flows of a hotel are used to repay bank loans and investor equity. Banks have a variety of 
rules or guidelines for providing loans for hotels and these vary from year to year, from cycle to 
cycle. Currently, these guidelines are slowly becoming less stringent than they were over the past 
few years. Many banks had bad hotel loans on their books and so were not anxious to repeat 
history with new, risky loans. As such, the loan-to-value amounts were reduced, coverage ratios 
increased and required equity increased. The hotels must be branded in order to receive a loan. 

The model used by HSP assumes the following: 

! 1.4x minimum debt service coverage in every year beginning in Year 2.  

! No more than 70 percent loan to cost. 

! Loans are full recourse. 

! Refinance after stabilization. 

! Construction mini-perm upfront, which funds construction for up to two years and the 
first three years of operations (construction should take no more than 12 months for 
either hotel).  

! Equity required return of 17 percent averaged over ten years. 

The supportable equity and debt is shown for below.  
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Table 13 
Financing Analysis - 90-Room Hotel

Constr. Yr1 Constr. Yr2 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Net Operating Income $0 $0 $593 $722 $786 $767 $799 $860 $877 $904 $930 $957
Interest and Debt Reserve W/D $96 $289 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

$96 $289 $593 $722 $786 $767 $799 $860 $877 $904 $930 $957
Debt Service Payment ($96) ($289) ($519) ($519) ($519) ($460) ($460) ($460) ($460) ($460) ($460) ($460)
Net Income to Repay Equity $0 $0 $74 $203 $267 $307 $339 $399 $417 $444 $469 $496

Princ. Amount*** $1,375 $4,125 $5,500 $5,366 $5,222 $5,070 $4,939 $4,800 $4,652 $4,494 $4,326 $4,148
Interest  $96 $289 $385 $376 $366 $330 $321 $312 $302 $292 $281 $270
Less Payment ($96) ($289) ($519) ($519) ($519) ($460) ($460) ($460) ($460) ($460) ($460) ($460)
Loan Balance $1,375 $4,125 $5,366 $5,222 $5,069 $4,939 $4,800 $4,652 $4,494 $4,326 $4,148 $3,957

Assumptions Refi
Loan Amount ($000's) $5,500  $5,070
Amortization Period (Years) 20 20
Loan Interest Rate 7.0% 6.5%
Annual Debt Service Payment ($000's) ($519) ($460)
Equity:

Developer's Equity ($000's) $2,000 19%
Private Debt 5,500 53%

Total Private Financing $7,500 72% $83,333 per room
Gap $2,850 28%

Project Amount ($000's) $10,350 100% $115,000 per room
 
Debt (Private) Coverage Ratio 1.14       1.39       1.51       1.67       1.74       1.87       1.91       1.96       2.02       2.08      
Return on Private Equity* 3.7% 10.1% 13.3% 15.4% 16.9% 20.0% 20.8% 22.2% 23.5% 24.8%
Return on Assets** 5.7% 7.0% 7.6% 7.4% 7.7% 8.3% 8.5% 8.7% 9.0% 9.2%

*On developer's equity only.
**On project cost.
***Assumes 50% draw in Construction Year 1; 75% average during Construction Year 2

Source: Hunden Strategic Partners  

In this model, the total estimated project cost is $115,000 per room or approximately $10.35 
million. Supportable debt is $5.5 million, or 53 percent. Supportable equity is $2 million, unless the 
developer is willing to take less than a 17 percent return. The resulting gap is $2.85 million, 
suggesting that even this select-service, smaller hotel is not currently feasible without some 
assistance to bridge the gap.  

The next table shows the summary of performance, development cost and financial feasibility gap 
for the proposed hotel. 
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Table 14 

Stabilized Hotel Performance, Cost & Value
 

Item 90 Room Select Svc.
ADR $116
Occupancy 64%
RevPAR $75

Cost (millions) $10.35
Economic Value (millions) $7.5
Estimated Gap (millions) $2.9

* Millions
Source:  Hunden Strategic Partners

 

As shown, the 90-room hotel has a financial viability gap, however, it is still manageable and would 
be worth the investment in order to change the perception of Michigan City and recapture demand 
that had been going elsewhere. 

The project is an economic development project for the city and will induce group and event 
activity to the community (as well as their spending) that does not exist today.  
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! Chapter 1  Economic and Demographic Analysis of Michigan City 
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! Chapter 3  Hotel Industry Trends  
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! Chapter 5  Site Options Analysis 

! Chapter 6  Recommendations  

! Chapter 7  Demand and Financial Projections 

About Hunden Strategic Partners 

Hunden Strategic Partners is a full service real estate development advisory practice specializing in 
destination assets. With professionals in Chicago, Minneapolis and Indiana, Hunden Strategic 
Partners provides a variety of services for all stages of destination development in the following 
primary areas: 

! Real estate market and financial feasibility and financial consulting 

! Owner’s representation and operating consulting 

! Strategy and master planning 

! Public incentive analysis 

! Economic, fiscal, and employment impact analysis (cost/benefit) 

! Economic and tourism policy/legislation consulting 

! Organizational development 

! Research and statistical analysis 

! Developer solicitation and selection; Private management company solicitation and 
selection 

Hunden Strategic Partners professionals have provided all of the above services for hundreds of 
client projects worldwide for the public, non-profit and private sectors. In addition, our 
professionals have prior professional career experience in municipal and state government, 
economic and real estate development, real estate law, hotel operations and non-profit 
management. Over 70 percent of our clients are public entities, such as municipalities, counties, 
states, convention bureaus, authorities and other quasi-government entities empowered to conduct 
real estate, economic development and tourism activities. 
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Limit ing Condit ions 

HSP relied on primary and secondary sources of information for the assumptions made in this 
report and assumes these sources to be accurate. Assumptions created for the analysis were based 
on the data available to HSP during the study period as well as professional judgment. 

The Project is assumed to be owned and operated in a first-class manner by the parties who have 
operated similar facilities. 

No responsibility is taken for unforeseen events occurring after the date of the analysis, including 
war and terror attacks, natural disasters and major economic recessions. 

This report is intended to be used as a tool for decision-making by the contracting parties related 
to this Project and for no other purpose.  
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ECONOMIC & DEMOGRAPHIC ANALYSIS 

Local market area characteristics such as population, demographics, a diversified economy, access, 
quality of downtown and tourist attractions influence the potential demand for not only tourism, 
business and group travel that would support hotel and other lodging development. This section 
profiles the City of Michigan City and the surrounding area, including an overview of the economic 
characteristics of the market and the area, as well as a description of downtown. 

Overview 

Michigan City is in northwestern Indiana, east of Chicago and just south of the Michigan state 
border. It is positioned near the heart of the Midwest in an area known as Michiana and shares a 
border with one of the largest and deepest Great Lakes, Lake Michigan.  

As a part of LaPorte County, Michigan City forms part of the Michigan City-La Porte, Indiana 
Metropolitan Statistical Area (MSA), and is also included in the Chicago-Naperville-Michigan City 
Combined Statistical Area. The 2010 census presented Michigan City with a population of 31,479, 
but according to 2012 population estimates, the city’s population had decreased to 31,350. The city 
has seen a decline in population in the 1990, 2000, and 2010 censuses with populations at 33,822, 
32,900, and 31,749, respectively. The proximate cities to Michigan City include: 

! La Porte – 13 miles southeast 

! Gary – 30 miles west 

! South Bend – 34 miles east 

! Chicago – 59 miles west 

! Grand Rapids – 135 miles north 

! Indianapolis – 174 miles south 

! Detroit –229 miles northeast 

Michigan city’s economy has long been associated with tourism due to its location on Lake 
Michigan and near the Indiana Dunes State Park and National Lakeshore as well as a reliance on 
blue collar manufacturing, logistics and lower skill occupations. While much of the manufacturing 
economy has been hurt over time as jobs and industries move south or overseas, the tourism 
economy has remained, although it is highly seasonal. Hundreds of “second homes” dot the 
landscape along the lakeshore and in nearby areas and this supports additional jobs and spending 
as wealthy Chicagoans and others bring outside capital to the region and spend it on their homes, 
local goods and labor. Maximizing this capital inflow via improved tourism assets that bring in new 
jobs, spending and new residents could be essential to mitigating the eroding manufacturing and 
industrial job base. 

The following figure is a map of the region. 
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F igure 1-1 
!

 

Highway Access 

Interstate 94 and Interstate 80/90 (the Indiana Toll Road), carry travelers east-west, providing 
access to Michigan City. Four U.S. Highways also provide access via U.S. 421 running north and 
south, U.S. 20 and U.S. 12 both running east and west, and U.S. 35 running from the south to 
southeast. 

These interstates and highways connect the Michigan city to major cities such as Chicago, Detroit 
and Indianapolis, among others. Route 12 is a scenic route along the Indiana Dunes National 
Seashore that travels generally east and west. A substantial amount of traffic between the East 
Coast and Chicago travels through or near Michigan City as all such traffic must travel around the 
south end of Lake Michigan in order to get to Chicago and points west.  
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For many families and travelers, the Michigan City area offers a midpoint or meeting point for 
those with origins in Chicago, Detroit, Cleveland and Indianapolis and due to its tourism amenities, 
makes for a convenient and uncrowded opportunity for family reunions and other gatherings.  

Airport Access 

Michigan City Municipal Airport runs 118 operations per week on a 4,100-foot runway, although it 
does not offer commercial service. The Gary/Chicago International Airport and The South Bend 
Regional Airport provide commercial air service to the Michigan City area, although most air traffic 
in the region generally funnels through Chicago’s two airports, Midway and O’Hare, due to their 
connectivity and lower fares than South Bend.   

South Bend’s airport serves as a multi-modal transportation complex, featuring air, interstate rail 
and interstate bus services at the terminal. It also provides non-stop flights to nine cities with three 
air carriers serving more than one million air, rail and bus passengers per year. The Gary Airport 
has offered commercial service on an intermittent basis over the years (currently no airlines 
operate from there) and it features a 7,000-foot runway with plans to expand capacity with a 
1,900-foot runway extension, a second runway and a two-gate addition to the existing three-gate 
terminal. These airports are each approximately 33 miles away from Michigan City, Gary to the 
west Via Interstate 94 and South Bend to the East via US-20.  

For more airport connections or additional airline routes, travelers must utilize either Midway or 
O’Hare airports in Chicago. Midway is a major hub for Southwest Airlines, the largest domestic 
carrier, and O’Hare is a major hub for American and United Airlines.  

Train Access 

Michigan City is served by Amtrak’s Wolverine train, running between Chicago, Detroit and Pontiac, 
Michigan three times daily. Wolverine trains complement the South Shore Line, one of the last 
interurban rail lines in the United States. The South Shore Line runs from Chicago’s Millennium 
Park Station to South Bend’s regional airport. The train runs down 10th and 11th Streets through 
Michigan City and stops in downtown at 11th Street and Carroll Avenue. A new rail alignment study 
was recently conducted to potentially shift where the lines move through the city, although the 
ultimate decision may be to upgrade the existing conditions along the current route.  

The fact that Michigan City, a city of only 30,000, is served by so many rail connections compared 
to most cities its size, suggests an opportunity to leverage these lines to lure travelers from other 
points along the lines to stay and spend time and money in Michigan City. Creating opportunities 
and welcoming settings for those alighting from the trains would be a great first step to 
announcing that Michigan City wants travelers to get off the train and stay.  

The figure below shows a picture of the Amtrak station in Michigan City. 
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F igure 1-2 

 

With the waterfront just north of the shelter, there is an opportunity for visitors to be welcomed 
into a much improved setting, perhaps near a waiting hotel and collection of restaurants. Compare 
this to one of many suburban Chicago train stations, shown in the following two figures. The first 
is in Kenosha.  
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F igure 1-3 

 

The next photo shows the suburban Palatine station next to a mixed-use development. 

F igure 1-4  
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And compare these then to the commuter stop for the South Shore line in Michigan City (11th 
Street Station), shown below. 

F igure 1-5 

 

If a typical Chicago commuter’s train station is so much of a better experience and more hospitable 
than the Spartan and inhospitable train stations meant to serve both commuters and tourists to 
Michigan City, it is clear that even the most basic improvements to a hospitable welcome will 
change the perception of Michigan City for visitors and others using these excellent train lines.  

More important, the location of the Amtrak station is in the heart of the lakefront area, also known 
as the North End, that Michigan City has been focusing so much attention on. The recently 
completed Gateway Implementation effort completed and adopted in 2014 suggested that the area 
around this station become essentially the crossroads of an entertainment and tourist promenade 
that crosses the main link north (Franklin Street) from Route 12 to the lake itself, which is easily 
walkable from the station. 

Population and Overal l Development Trends 

A large population base is important to the success and demand of a hotel, entertainment and 
related developments. While the primary support will not come from local residents, a population 
base generates a number of family and friend visits that often utilize hotels. 

The table below shows the population characteristics of the state, MSA and City.  
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Table 1-1 

 Population and Growth Rates

Population
  1990 2000 2010

United States 248,709,873 281,421,906 308,745,538
  State of Indiana 5,544,159 6,080,485 6,483,802

 Population and Growth Rates

Population Percent Change
2013 Estimate 2000-2010
316,128,839 8.8%
6,570,902 6.6%

     Michigan City-La Porte MSA 107,066 110,106 111,467 111,281 1.2%
       City of Michigan City 33,822 32,900 31,749
          City Pop. As % of MSA 31.6% 29.9% 28.5%

Source: U.S. Census Bureau, HSP

-- -3.5%
-- --

 

The Michigan City-La Porte MSA consists solely of LaPorte County. The state has had growth of 
6.6 percent while the MSA has shown modest growth of 1.2 percent from 2000 to 2010, however 
it appears that all of that growth was outside of Michigan City. Michigan City has shown a slight 
decrease over the past 20 years, losing approximately 2,000 residents, or about 100 per year. 
Michigan City has struggled as its industrial-based economy transitions into a post-industrial, 
service-oriented economy. Since 1990, the population in northwest Indiana counties of Porter and 
Lake have increased at a greater rate than LaPorte County.  

LaPorte County is also part of the larger Chicago-Naperville-Joliet Combined Statistical Area. The 
table below shows the populations by county since 1950 within the CSA, followed by a graph 
illustrating the data. The green shaded areas show the years when county populations peaked. 

Table 1-2 

Combined Statistical Area Population by County

1950 1960 1970 1980 1990 2000 2010
Size 
Rank

Cook County, Illinois 4,508,792 5,129,725 5,492,369 5,253,655 5,105,067 5,376,741 5,194,675 MSA 1
DeKalb County, Illinois 40,781 51,714 71,654 74,624 77,932 88,969 105,160 MSA 13
DuPage County, Illinois 154,599 313,459 491,882 658,835 781,666 904,161 916,924 MSA 2
Grundy County, Illinois 19,217 22,350 26,535 30,582 32,337 37,535 50,063 MSA 14
Kane County, Illinois 150,388 208,246 251,005 278,405 317,471 404,119 515,269 MSA 5
Kendall County, Illinois 12,115 17,540 26,374 37,202 39,413 54,544 114,736 MSA 10
McHenry County, Illinois 50,656 84,210 111,555 147,897 183,241 260,077 308,760 MSA 7
Will County, Illinois 134,336 191,617 249,498 324,460 357,313 502,266 677,560 MSA 4
Jasper County, Indiana 17,031 18,842 20,429 26,138 24,960 30,043 33,478 MSA 15
Lake County, Indiana 368,152 513,269 546,253 522,965 475,594 484,564 496,005 MSA 6
Newton County, Indiana 11,006 11,502 11,606 14,844 13,551 14,566 14,244 MSA 16
Porter County, Indiana 40,076 60,279 87,114 119,816 128,932 146,798 164,343 MSA 9
Lake County, Illinois 179,097 293,656 382,638 440,372 516,418 644,356 703,462 MSA 3
Kenosha County, Wisconsin 75,238 100,615 117,917 123,137 128,181 149,577 166,426 MSA 8
Kankakee County, Illinois 73,524 92,063 97,250 102,926 96,255 103,833 113,449 CSA 11
LaPorte County, Indiana 76,808 95,111 105,342 108,632 107,066 110,106 111,467 CSA 12
Chicago- Naperville- Joliet, IL-IN-WI 5,911,816 7,204,198 8,089,421 8,264,490 8,385,397 9,312,255 9,686,021 CSA

Source:  US Census Bureau
 

As shown, there are 16 counties within the CSA, including five in Indiana. LaPorte County saw its 
population increase the most during the 1950s and by the 1970s, its growth had essentially 
stopped, with only six thousand net new residents from 1970 to 2010. This has resulted in its 
population rank dropping from ninth to twelfth over the period. The industrial economy peaked in 
the early 1970s and this is indicated by those counties whose economies were dominated by 
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industry, such as Lake County, Indiana, which peaked at nearly 550,000 in 1970 and decreased to 
475,000 in 1990, although it has rebounded thanks to new suburban growth in the south part of 
the county. Cook County also peaked in population in 1970 at nearly 5.5 million and decreased to 
5.1 million in 1990 and has since rebounded a bit to approximately 5.2 million. The suburban 
counties, whose growth was driven by commuter rail connections to downtown offices as well as 
suburban office complex growth and the flight of corporations like Sears and others from 
downtown to the suburbs, have seen their population increase dramatically. Lake County, Indiana 
was the second most populous county in 1970 and is now the sixth, behind suburban Chicago 
counties with populations ranging from 600,000 to nearly one million. 

Porter County, which lies between Lake and LaPorte Counties in Indiana, has experience continued 
growth, driven primarily by suburban style neighborhoods offering a country-meets-suburbs 
environment with much lower housing costs and distance from industrialized areas for the most 
part (south of the interstates).   

F igure 1-6 
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Overall, the regional population has increased. Just by taking a long view of the regional population 
and realizing that the area has had to shift from a US-dominated industrial economy to a service, 
logistics and knowledge oriented economy, it is clear that it took approximately a 20-year period 
from 1970 to 1990 to move from the prior industrial growth period, through suburbanization and 
difficult economic change, to rebounding growth beginning in the 1990s.  

It is also important to consider the changes to the economy in the regions to the east and north of 
Michigan City. These are included in the South Bend-Elkhart-Mishawaka Combined Statistical Area, 
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which includes several counties in Michigan that have become quite popular second home markets 
for Chicagoans and those from Detroit as well. 

The figure below shows the area included in the South Bend CSA. 

F igure 1-7 

 

The area includes both rural and industrialized areas, known for RV, mobile home and major 
appliance manufacturing, but also home to weekend/vacation areas and the University of Notre 
Dame.  

The table below shows the population of the CSA. 

Table 1-3 

South Bend - Elkhart - Mishawaka
Combined Statistical Area (IN-MI)

1980 1990 2000 2010
 656,287 707,063 720,640 721,543

Source:  US Census Bureau
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The last major spike in population for the area was from 1980 to 1990, much different from the 
Chicago CSA’s population trends, which stagnated from 1970 to 1990. The de-industrialization of 
the South Bend CSA occurred primarily in the past decade as many manufacturers and industries 
closed, downsized or moved. The retraction has hurt factory communities like Benton Harbor hard, 
similar to the retraction in Gary, Indiana. The South Bend area lost a number of high profile 
companies in the past 20 years, however since the recession in 2008, which caused unemployment 
to hit nearly 20 percent in Elkhart, for example, the area and its RV manufacturing has rebounded. 
This is a very recent phenomenon and has brought new life, employment and residents to the area 
around Elkhart-Goshen. This increased economic prosperity and low unemployment is a positive 
for this region. 

Berr ien County and Second Home Market/Harbor Country.  In addition, while the second-
home oriented Berrien County just north of Michigan City has seen its population decline from a 
peak of 171,000 in 1980 to 156,000 today, much of that population loss occurred in the areas 
around Benton Harbor. The areas closest to Michigan City have seen a reinvestment in residential 
and commercial real estate as the second home buyers primarily from Chicago have rediscovered 
the area and developed and redeveloped homes within about five miles of the lakefront, for many 
miles up the coast.  

This shift to Michigan and Indiana should be viewed as a cultural change in the Chicago mindset. 
During the suburbanization of Chicago from 1970 to 1990, heading north to the lakes of Wisconsin 
was the cultural mindset of many Chicagoans, especially those in northern and western suburbs. 
While those areas are still popular, many northshore, downtown/city dwellers and south suburban 
residents discovered what is called Harbor Country and the Indiana Dunes areas. Within the period 
from 1990 through 2010, the value of homes in these areas skyrocketed, especially from Michigan 
City and north. People discovered they could have the lakefront or near-lake country experience 
just about one hour from downtown Chicago or the south suburbs and at prices that were much 
lower than lake homes in Wisconsin.  

The development of the Blue Chip Casino and the Outlet Place mall in Michigan City in the 1990s 
helped identify the area as a getaway area with major attractions and not just an industrial pass-
through community. In the past 15 years, big box stores began opening in Michigan City, creating 
a retail hub for the region, so that those from many miles around need to drive to Michigan City, 
especially from Michigan, to get stores like Lowes and Menards.  

In 2007, Michigan City was impacted by the development of the Four Winds Casino in nearby New 
Buffalo, Michigan, a competing lakefront community. This caused a major loss of traffic and 
spending at Michigan City’s casino, which caused a loss of jobs and tax generation. However, at 
approximately the same time, the Blue Chip expanded and improved its casino floor and added a 
major new hotel tower that created a true destination experience in Michigan City. So despite 
having only one-third of its prior gaming revenue, it is a much more complete destination package 
for Michigan City.  

Another trend that has eroded Michigan City’s competitiveness for tourism is the development of 
major upscale outlet malls in the far west and northern suburbs of Chicago. At one time, 
Lighthouse Place was one of the only outlet malls in the whole region, so many would make 
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specific trips to Michigan City for this experience. As new projects have opened and expanded in 
Gurnee and Aurora and as Lighthouse Place has not seen any major new investment, renovation or 
expansion, its ability to draw visitors has waned. It still generates sales and tourism, but at a much 
lower level than in the past.  

Diversif ied Economy 

A healthy and diversified economy provides not only employment and disposable income for a 
market’s residents, but it also helps provide resilience from economic downturns. Markets that 
have historically relied on one sector have often had difficulty adapting and recovering when the 
market shifts to another sector. This can lead to an overall loss of local income and employment. 
In turn, a declining local economy, prompted by a single market sector, will often lead to declining 
population trends, as has been the case in many industrial cities. Markets with diversified 
employment can often withstand economic downturns better than those reliant on one industry.  

The following figure shows the 2012 income generated by sector for LaPorte County. 
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Table 1-4 

Description Employment Percent of Total

Total Employment 63,656 100.00%
By Industry

    Farm employment 1,085 1.70%
    Nonfarm employment 54,560 85.71%
    Private nonfarm employment

      Manufacturing 8,172 12.84%
      Retail trade 6,791 10.67%
      Health care and social assistance 6,058 9.52%
      Accommodation and food services 4,155 6.53%
      Other services, except public administration 3,652 5.74%
      Administrative and waste management services 3,094 4.86%
      Construction 2,949 4.63%
      Transportation and warehousing 2,060 3.24%
      Arts, entertainment, and recreation 1,950 3.06%
      Real estate and rental and leasing 1,939 3.05%
      Professional, scientific, and technical services 1,589 2.50%
      Finance and insurance 1,518 2.38%
      Educational services 545 0.86%
      Information 388 0.61%
      Management of companies and enterprises 223 0.35%
      Forestry, fishing, and related activities (D) __
      Mining (D) __
      Utilities (D) __
      Wholesale trade (D) __

    Government and government enterprises 8,011 12.58%
      State and local 7,479 11.75%
        State government 2,529 3.97%
        Local government 4,418 6.94%
      Federal, civilian 169 0.27%
      Military 363 0.57%

(D) Not shown to avoid disclosure of confidential information, but the estimates for this item are included in the totals.

Source: Bureau of Economic Analysis

LaPorte County Employment by Industry - 2012

 

As shown, employment in LaPorte County is quite varied, with no single sector accounting for 
more than 13 percent of local employment. Government, manufacturing, retail trade, and health 
care are the industries generating the most income, led by manufacturing at 12.84 percent. The 
highest paying job types are the least represented, which suggests that the labor force here is 
reliant upon jobs and industries that are generally lower paying, such as manufacturing and 
services.  
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Income and Housing 

The depth and strength of a market’s employment base and income levels is an indicator of its 
ability to support hotel, meeting and event facilities, and especially entertainment facilities. 
Indicators of a market’s overall wealth and growth can include trends in its income and 
employment. 

The following table provides data on home ownership, income and retail sales, based on the latest 
data from the US Census Bureau.  

Table 1-5 

Income, Spending and Other Demographic Data

Category United States Indiana LaPorte County Michigan City
Homeownership rate, 2008-2012 65.5% 70.6% 73.7% 57.8%
Median value of owner-occupied housing units, 2008-2012 $181,400 $123,400 $120,600 $93,200
Persons per household, 2008-2012 2.61 2.54 2.43 2.29
Median household income, 2008-2012 $53,046 $48,347 $47,754 $36,115
Persons below poverty level, percent, 2008-2012 14.9% 14.7% 15.5% 24.6%
Private nonfarm employment, 2011 113,425,965 2,440,507 33,833 ---
Private nonfarm employment, percent change, 2010-2011 1.3% 1.7% -0.6% ---
Retail sales per capita, 2007 $12,990 $12,408 $12,355 $22,623

Source:  US Census Bureau
 

The average home ownership rate and median value of owner-occupied homes between 2008 and 
2012 is lower in Michigan City than in LaPorte County, Indiana and the nation by approximately 
eight to sixteen percentage points and $27,400 to $88,200, respectively. These real estate values 
are determined by a combination of factors, including density, quality of schools, and income 
levels. The Michigan City poverty rate is higher than the county, state and nation by approximately 
nine to ten percentage points. Michigan City’s retail sales per capita in 2007 were higher than the 
state, county, and national average at approximately $22,623, likely due to the fact that it is home 
to several large big box stores for the region like Walmart, Lowes, Menards, Meijer and Big R as 
well the regionally relevant Lighthouse Place outlet mall. Median household income is lower than 
the county, state, and national averages by approximately $11,600 and $16,900. However, given 
the lower cost of homes, income in Michigan City goes much further than it does in the nation as a 
whole. 

Unemployment 

The figure below shows the unemployment rate of the state (orange line), MSA (purple), city (red) 
and United States (blue line) for 2000 through January of 2014. 
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F igure 1-8 
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Source: Bureau of Labor Statistics 

Unemployment Rates 

US Unemployment Rate State of Indiana Unemployment Rate 

Michigan City-La Porte MSA Unemployment Rate City of Michigan City Unemployment Rate 

 

The unemployment rate for the City, MSA and State have generally followed a similar over time as 
national economics influence local economics and labor. However, since 2001, the unemployment 
rate in Michigan City and the MSA has been above the national average by a significant margin. In 
fact, the City and County employment rates remain above the national average through the 
economic recovery, while the state has trended along the national average. The county’s rate is 
more than seven percent while the state rate is under six percent. Michigan City’s rate is much 
higher at approximately 11 percent. This suggests the local area economy is having trouble 
adjusting to the current needs of the market. There may be outmoded companies or industries still 
struggling in Michigan City compared with the state and national markets.  

Corporate Presence 

In general, corporations provide stability to a market and generally consistent employment. They 
also provide demand for various real estate developments, especially hotel, meeting and 
entertainment facilities.  

The following table shows the top employers in LaPorte County by number of employees. 
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Table 1-6 

LaPorte County Top Employers

Company Industry Number of Employees

Blue Chip Hotel and Casino Hospitality 1,800
Indiana University Health LaPorte Hospital Healthcare 1,500
Michigan City Area Schools Education 1,500
St Anthony Memorial Health Ctr. Healthcare 1,000
LaPorte Community School Corporation Education 850
County of LaPorte Government 720
City of Michigan City Government 660
Indiana Department of Correction Government 650
Sullair Corporation Wholesale Trade 550
Tandem Transport Corporation Logistics 325
Aero Metals Incorporated Manufacturing 324
Hearthside Food Solutions LLC Wholesale Trade 315
Tonn and Blank Construction Construction 200
Dwyer Instruments, Incorporated Manufacturing 197
Weil-McLain Manufacturing 180
GAF Material Corporation Manufacturing 150
Sullivan-Palatek Manufacturing 150
Fiberbond Corporation Manufacturing 150
Filter Specialists, Incorporated Manufacturing 110
Vanair Manufacturing Manufacturing 102

Source: Economic Development Corporation Michigan City
 

As shown, the largest employers in LaPorte County are the Blue Chip Hotel and Casino, Indiana 
University Health LaPorte Hospital and Michigan City Area Schools, providing more than 4,800 jobs 
between them. Michigan City has a major tourism component driven by the casino/hotel, 
Lighthouse Place Premium Outlets and the Lake Michigan waterfront. However, the majority of the 
largest employers are a variety of local hospitals, manufacturers and government entities. The 
differentiating factor between Michigan City and many small industrial cities is its tourism base, 
which figures prominently in the economy.  The state prison is located in Michigan City, which 
accounts for the higher than normal government employment.  

Higher Education 

While the presence of colleges, universities, and educational institutions does not typically serve as 
a major demand base for tourism or attracting meetings, the student base in the Michigan City area 
can significantly contribute to the area’s economy  

The following table shows colleges and universities in the Michigan City area.  
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Table 1-7 

Michigan City Area Colleges & Universities 

Institution Location
Distance from Downtown 

Michigan City
Highest 

Degree Offered Enrollment
Brown Mackie College-Michigan City Michigan City, IN - Bachelors 389
Purdue University-North Central Campus Westville, IN 10.9 miles Masters 6,048
Valparaiso University Valparaiso, IN 18.7 miles Doctorate 4,078
College of Court Reporting Inc. Hobart, IN 24.2 miles Associates 256
Grand Total 10,771

Source: National Center for Education Statistics               
 

! Brown Mackie Col lege – Brown Mackie is a four-year, private for-profit college 
with 389 students enrolled in certificate programs as well as, associate and bachelor 
degrees in health, business, and technology. The Michigan City campus is one of 
several around the country, such as Miami, Atlanta and Phoenix. 

! Purdue Universi ty, North Centra l Campus (PNC) – PNC is located in 
Westville, Indiana, approximately 11 miles from Michigan City. The PNC Campus is a 
four-year public campus and part of the Purdue University System. This campus offers 
bachelor’s degrees, graduate school and pre-college programs to a student population 
of 6,048. 

! Valparaiso Universi ty – Valparaiso is located 20 miles from Michigan City in 
Valparaiso, Indiana and offers more than 70 academic programs, including a graduate 
division and law school. The college also offers certificate programs for adults. The 
total student body of this four-year, private not-for-profit university is 4,078 students. 

! The Col lege of Court Report ing – The College of Court Reporting is a two-year, 
for-profit college located approximately 24 miles from Michigan City. The school has 
256 students enrolled and offers associate’s degrees of applied science in court 
reporting. 

The four higher educational institutions within 25 miles of Michigan City enroll approximately 
10,700 students, which contribute to the community’s economic activity. However, there is a 
general lack of major university or full-time student influence in the local market area. As such, the 
community misses out on that younger demographic influence and spending.  

Educational Attainment 

The level of education in a community is generally linked to income potential and therefore 
disposable income and long-term growth as well. When evaluating employment options, highly 
educated people have more choices as it relates to the location of themselves and their families. 
Furthermore, the higher the education level, the stronger the labor market and the more disposable 
income that is available to spend on recreational activities, such as dining out, attending cultural 
events and sports activities.  



 

Michigan City Hotel Market and Feasibi l i ty Study  Chapter 1 - Page 18 

The following table shows the education attainment levels in the area. 

Table 1-8 

Population Age 25+ Michigan City Indiana United States
Did Not Complete High School 16.7% 13.4% 15.4%
Completed High School 40.3% 37.6% 29.2%
Some College 20.1% 19.2% 20.6%
Completed Associate Degree 5.6% 7.0% 7.5%
Completed Bachelors Degree 11.0% 14.4% 17.5%
Completed Graduate Degree 6.3% 8.4% 9.8%

Source: CLR Search Demographics Summary

2010 Highest Education Level Attained (Population Age 25+)

 

Michigan City has a lower percent of its adult population completing a bachelor degree or graduate 
degree than the national average by approximately 6.5 percentage points and 3.5 percentage 
points, respectively. This suggests that long-term economic growth prospects appear below 
average as less educated employees typically receive lower incomes, thus less spending less and 
generating less tax revenue.  

Arts, Culture, Recreation, Entertainment, and Tourism 

Michigan City has a unique blend of recreation and social offerings for its residents and visitors. 
The city has a wide variety of attractions that add to its appeal and drive hotel stays. The area’s 
attractions include, but are not limited to: 

! Blue Chip Casino, Hotel & Spa – The casino serves 2.2 million visitors a year in 
a 35-acre property, 486-room hotel, and spa destination. Blue Chip Casino is just 
south of Highway 12 and the “North End.” The casino includes a full service 65,000-
square foot casino on one level, a 102,000-square foot pavilion with five restaurants, 
an entertainment lounge, spa, gift shop, two hotel towers with 486 guestrooms and 
the Stardust Event Center, with a 15,000-square foot ballroom. The casino has 
contributed millions in property and other taxes to the City, many overseen by the 
Redevelopment Commission, which has made a number of investments in the local 
area. It is the largest employer in the county and also generates and absorbs a large 
share of hotel room nights.  

! Lighthouse Place Premium Outlets – Lighthouse Plaza Premium Outlets, which 
contains 120 stores, is one of the top three attractions in Michigan City and is located 
near downtown. The shopping destination serves more than four million shoppers per 
year. 

! Shady Creek Winery – Situated on nearly 20-acres on the southern Lake Michigan 
shore, the winery features custom crafted wines and first class facilities including 
tasting rooms, living rooms and patios. 
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! Shorel ine Brewery – A brewery and restaurant located near the shores of Lake 
Michigan. The Brewery is known for its award winning craft beer selection. 

! Breweries in the Area – There are 18 microbreweries in the Michiana area, from 
Whiting (near Chicago) to Goshen (near Elkhart). Two are located in Michigan City, 
including Shoreline, as well as Burn ‘em Brewing. There is a Brewery Trail promoted 
by the South Shore tourism agency (based in Lake County).   

! Washington Park and Zoo – Founded in 1928, the zoo is located on 15-acres near 
the lake and houses more than 200 animals. A total of 11 buildings within the zoo are 
on the National Register of Historic Places.  

! Washington Park Beach – This 99-acre park is a recreational destination with 
many beaches located along the shores of Lake Michigan. This beach is perhaps the 
largest public city beach near an urban area in the region and generates significant 
tourism and hotel room nights.  

! Mt. Baldy Sand Dune – Located in the eastern end of the Indiana Dunes National 
Lakeshore and just two miles west of Michigan City, Mt. Baldy attracts more than 
350,000 tourists and locals every year. However, since a sinkhole nearly killed a young 
boy in 2013, the park has been closed until officials can determine if the geology of the 
sand is safe to reopen the park.  

! Indiana Dunes – Located along the southern tip of Lake Michigan, the 15 miles of 
shoreline and 15,000 acres of park attracts millions of visitors each year. Known for its 
beaches, the Dunes also provides visitors with dining, scenery, nightlife, biking and 
hiking. 

Michigan City also offers four golf courses. The largest is the Michigan City Municipal Golf Course, 
a public facility featuring the only 36-hole facility in LaPorte County with a Pro Shop, lessons and 
snack shop. 

As previously discussed, Michigan City is also within an area popular for second-home locations. 
This particular area stretches along Lake Michigan from just east of Gary, Indiana up throughout 
the western coast of Michigan. Many homes with prices over $1 million are located along Lake 
Shore Drive and nearby neighborhoods. As such, tourism and spending from these second-home 
owners and their renters/visitors add to the local economy. This provides a very seasonal increase 
in spending during the summer months, which supports a number of jobs and businesses. 
However, the number of wealthy residents is small compared to the number of middle-income 
earners in the area. More about the influence on lodging will be discussed alter in this report. 

Although Michigan City has a large tourism base that stems from the Blue Chip Casino and other 
attractions, the surrounding area, which is close to Washington Park Beach and Lighthouse Place 
Premium Outlets, lacks a vibrant downtown and lakefront area with hotel developments, 
restaurants, shops and leisure-oriented housing beyond a few developments. Outside of the 486 
rooms at the Blue Chip Casino, visitors are forced to stay south of downtown in isolated hospitality 
where guests are less likely to spend money in the city. This limits retail, restaurant and tourism 
activity on the north side, which is closer to the Casino and lakefront, and thus economic 
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expansion across Michigan City as a whole. A proposed hotel in the North End would help move 
this economic activity toward the natural location of tourism activity and away from the current 
easy-on/off ramps of I-94 on the south side of town.  

Recent Init iat ives in Michigan City 

Numerous developments in Michigan City will continue to add to the infrastructure of the area, 
improving accessibility, destination appeal and providing a foundation for future complementary 
development, including: 

! Michigan Boulevard (SR 35) – This $10.2 million project includes two miles of 
renovated four-lane boulevard with planted medians, new lighting, bike paths and 
sidewalks. 

! Real ignment of South Shore Line – A realignment study was completed in 
October 2013. The results of this study suggested the South Shore railroad should be 
relocated as it travels through the city (three primary corridor options – central, south, 
or north). The realignment study management oversight group selected the central 
corridor as the best realignment route.  

! Charles R. Westcott Gateway Park – A completed $1 million park project along 
Michigan Boulevard and in the Trail Creek redevelopment area includes native plantings 
and a raised platform for performances. The park is named for the late Elite Youth 
Center basketball coach Charles R. Westcott. The park slopes from Michigan Boulevard 
to the edge of Trail Creek.  

! Warren Bui ld ing Art ist Lofts “Artspace” - The Warren Building was selected as 
the Artspace Michigan City site in June 2011. The $12.2 million project will create 44 
live/work lofts for artists and their families, while the first floor will be used for arts 
related community and commercial spaces. The project is intended to be initiated by 
the early 2015 and become fully operational by early 2016. 

! Trai l  Creek Distr ict Redevelopment – This project included several studies from 
2007 to 2011. The Trail Creek redevelopment area is a 25-acre area that lies along Trail 
Creek, south of Route 12 and along Michigan Boulevard across the creek from the Blue 
Chip Casino. The site was previously industrial buildings, residential homes, and was 
the site of boat storage. The redevelopment turned a portion of the area into Westcott 
Park, as discussed above. New residential development is planned for the former 
hospital site across Michigan Boulevard from Trail Creek.  

! North End Redevelopment Strategy – The goal of this 2001 and 2007 study was 
to make the north side of the city and the downtown a better destination and more 
family friendly. This strategy initiated several projects in the area including Friendship 
Park, the rail museum, trail creek retail and entertainment, Barker Village and Elston 
Grove renovations, Trail Creek development, 11th Street station area development, and 
the city hall/public library redevelopment. 

! Washington Park Master Plan – This 2006 plan considered redeveloping the park 
and creating a splash pad and boardwalk as well as other landscape improvements.  
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! Lake Michigan Gateway Implementat ion & Strategy - Michigan City is 
undergoing a gateway connection project in an effort to attract people downtown and 
to the lakefront. The ultimate goal is to transform existing pathways through the city 
and lakefront area into easily accessible attractions, which in turn will drive economic 
activity and spur private investment Since 2006, the city has initiated a series of 
development and redevelopment projects that seek to bring visitors into the city. The 
Gateway Project links them together. These projects included:  

! North End Plan from 2001 and 2007 

! Washington Park Master Plan in 2006 

! Trail Creek Plan from 2007 and 2008 

! Lighthouse Place Outlet mall 

! 2011 Trail Creek Master Plan 

! NICTD Rail Alignment Study 

! 2013 Downtown Action Plan 

As discussed, the implementation action plan has been adopted by the Redevelopment 
Commission and efforts are underway to enact its recommendations, which include redeveloping 
the north end with retail, hotels, restaurants and other tourism-oriented projects, as well as public 
infrastructure and gateway improvements.  

Implications 

Michigan City is a smaller community along Lake Michigan with a strong industrial and tourism 
history.  These two industries continue to influence the local economy today; however, the long-
term industrial outlook is not as rosy as the opportunities to enhance tourism along the lakefront. 
The city will need to embrace other types of economic drivers to sustain and grow the economy. 
Tourism already has a strong base of activity and employment during the summer because of the 
Blue Chip Casino, outlet mall and Washington Park beach and zoo, which bring thousands of 
visitors every year. However, there is little connectivity or welcoming hospitality beyond the Blue 
Chip in or near the North End. This study will consider how quality lodging in this area can 
enhance the existing tourism product and the local economy. 

Given the state of the local economy and stagnant population trend, new real estate product will 
have to replace older existing product or offer competitive options that induce private sector 
investment. Real estate development can attract new residents and visitors to a market, but it must 
offer something not currently offered locally or nearby. This will allow Michigan City to establish a 
competitive advantage over nearby competing destinations. Over the last several years, the 
government has initiated several downtown projects that seek to drive visitation to the north side 
of the city. The goal is to provide visitors and local residents a year-round active downtown by 
connecting the Blue Chip Casino, the lakefront, various retail, walking paths and trails, as well as 
open park space. A potential North End hotel allows Michigan City to capitalize on this existing 
tourism base. Given the economic activity and potential in and around the area, especially with 
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vacationers and second home owners, there is potential to perform above the level of a typical 
30,000-person community and induce and recapture demand beyond what exists today, at a quality 
and price point that also is currently unaccommodated.  
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LOCAL TOURISM ANALYSIS 

Overview 

Attractions provide tourists with activities while in town, and if compelling enough, prolong and/or 
induce visitation. The more tourist attractions, the better the community can attract tourist and 
visitors. Michigan City has a unique blend of recreation and social offerings for its residents and 
visitors. The city has a wide variety of attractions that add to its appeal. 

The figure below shows the origins of visitors to the primary Michigan City attractions. 
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F igure 2-1 

 

As shown, the area sees primary visitation from the northwest Indiana region and Chicago, as well 
as South Bend/Elkhart. However, it also attracts visitors from north central Indiana and western 
Michigan. While visitation from central Michigan and major cities in Indiana (Indianapolis, Fort 
Wayne) has waned in terms of casino visitors, it is still strong in terms of general leisure travel.  
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Blue Chip Casino, Hotel & Spa 

The riverboat casino is located on the south side of US 12 and rests along the east side of the 
Trail Creek. The Blue Chip Casino is part of Michigan City’s North End “Golden Triangle”, which is 
defined by the city’s three prominent attractions: the Lighthouse Place Premium Outlets, the Blue 
Chip Casino, and Washington Park. The casino anchors the “Golden Triangle” on the east side of 
the Trail Creek. 

The casino and hotel are owned and operated by the Boyd Gaming Corporation. The entertainment 
and hospitality venue serves approximately 2.2 million visitors a year in a 35-acre casino, hotel, 
and spa destination in Michigan City. Blue Chip offers a full-service 65,000-square foot casino on 
one level that includes 1,890 slot machines and 48 table games (406 table gaming positions). 
Additional amenities include a 102,000-square foot pavilion with five restaurants, an entertainment 
lounge, spa, gift shop, two hotel towers with 486 guestrooms, and the Stardust Event Center. The 
complex employs a total of 1,006 people, according to the Indiana Gaming Commission. 

The figure below shows an image of the Blue Chip Casino in Michigan City. 

F igure 2-2 

 

In 2009, the Blue Chip Casino completed an expansion that added new components to the venue. 
The expansion included a new 302-room hotel “Blue” tower, the Stardust Event Center, the 
10,000-square foot spa blue and two Las Vegas-themed restaurants. In total, between both onsite 
hotels, the casino has 486 rooms. Combined, it is the largest hotel in northern Indiana.  

Blue Chip Casino hosts a wide variety of events such as stage productions, concerts, conventions, 
trade shows, exhibitions and special events. The Blue Chip Casino has the largest high quality 
meeting and convention space in Northwest Indiana, the Stardust Event Center, which consists of 
two ballrooms, meeting rooms and boardrooms. For concerts and theatre productions, Stardust 



 

Michigan City Hotel Market and Feasibi l i ty Study  Chapter 2 - Page 5 

includes a 2,000-square foot stage with a 46-foot proscenium in its ballroom, which can seat 
1,200 people theatre-style.  

The following figure shows the layout of the Blue Chip Casino’s function space. 

F igure 2-3 

! 

The following table shows the breakdown of function space. 
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Table 2-1 

Blue Chip Casino Function Space

Facilities Total (SF) By Division (SF) Divisions
Ballroom Facilities

Stardust Event Center 11,985 6
Stardust 1 2,055 1
Stardust 2 2,055 1
Stardust 3 2,055 1
Stardust 4 1,720 1
Stardust 5 2,375 1
Stardust 6 1,725 1

Suncoast 2,660 2
Suncoast 1,330 1
Suncoast 1,330 1

14,645 8
Meeting Room Facilities

Gold Coast 1,604 2
Gold Coast A 796 1
Gold Coast B 808 1

Boardroom 655 1
2,259 3

Hotel Rooms 486
Total Ballroom Space 14,645 / Guest Room 30.1
Total Meeting Space 2,259 4.6
Total Function Space 16,904 34.8

Ballroom Divisions 8 / 100 Guest Rooms 1.6
Meeting Room Divisions 3 0.6
Total Divisions (including Ballroom) 11 2.3

Source: Renaissance Blue Chip Casino, Hunden Strategic Partners
 

There is nearly 15,000 square feet of ballroom space can be used for one event, or it can be 
broken down to as many as six smaller rooms. In addition, there are two separate meeting rooms, 
which can be combined into one large room and a 655-square foot boardroom. In total, the 
casino has nearly 17,000 square feet of function space. There is also a 5,000-square foot banquet 
kitchen that can service all meeting rooms.  

The casino’s competitive and performance history is indicative of the constantly changing gaming 
market in the region. While the casino, even when smaller, drew gamblers from a very wide area, 
including all of Michigan, south to central Indiana and much of Ohio, as well as some from 
Illinois, new competition has decreased the size of the geographic and population base for which 
Blue Chip is the most convenient. The most impactful competition is the mega-resort Four Winds 
Casino just about a 15 minute drive to the north in New Buffalo, Michigan. It is owned by the 
Pokagon band of Indians. The tribe also owns two other relatively new Michigan casinos in 
different parts of the state that absorb much of Michigan’s gaming demand. Ohio has added 
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casinos in the past two years and the casino in Cleveland absorbs much of northern Ohio’s 
demand. New gaming in Anderson, Indiana to the south has absorbed gamers from Indianapolis. 
The new casino in Rosemont, Illinois, just outside of Chicago near O’Hare airport, has absorbed 
Chciagoland gamers who previously came to Indiana casinos. 

The business at Blue Chip has been buffeted by these changes, although Blue Chip has worked 
hard to maintain its business with several major changes over the year. The first was the addition 
of a hotel in approximately 2002. Then in 2007, the casino replaced the small, three-level riverboat 
with a much larger one-level casino. Finally, the casino became a resort in 2009 with the addition 
of a 300-room hotel and spa tower, the largest ballroom and meeting complex in the region, and 
added a complex of restaurants. The result is a complete destination for many event types.  

The figure below shows the yearly win totals at the Blue Chip Casino, as well as the number of 
annual admissions. The source is the Indiana State Gaming Commission.  

F igure 2-4 
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The yearly win totals increased steadily from 1998 to 2007, increasing from $100 million to nearly 
$300 million over the period. However, the addition of the Four Winds in 2007 caused the amount 
gambled to decline by approximately one-third, to just over two million. The recession and 
additional competition in surrounding states and central Indiana over the past six years has worn 
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the business level down even more. The year win has continued to decrease since then and is 
now at $150 million as of 2014.  

The number of yearly admissions peaked at nearly 4 million in 2002, then decreased to 
approximately 2.6 million in 2003. Because this is measured in Indiana’s fiscal years, this includes 
the period July 2002 through June of 2003, which was when the post 9/11 recession and travel 
declines were at their most severe. Admissions increased over the next several years, as the 
economy improved and the gaming floor was moved from the crowded three-level boat to the 
much more open single-level boat in 2005. Admissions declined after the opening of Four Winds 
from approximately 3.3 million to 2.5 million, or about a 25 percent decline. This also coincided 
with the severe recession of 2008-2009, the effects of which continued for several years. 
Admissions increased slightly after the major hotel, spa and convention/meeting facility expansion 
in 2009, but then declined again in 2013, with a slight rebound in 2014.  

The next table shows the average house win per admission. The source is the Indiana State 
Gaming Commission. 

F igure 2-5 
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The average win per admission (this also could be thought of as the amount lost per gambler) 
increased substantially in 2003 after the hotel was built, which extended the stay of gamers. The 
average amount peaked at $90 in 2004 and has slowly declined since then to $65 in 2014. There 
are many factors that play into these figures, but the smaller market for gamers, more intense 
competition and overall saturation of the market, not to mention the impacts of the economy on 



 

Michigan City Hotel Market and Feasibi l i ty Study  Chapter 2 - Page 9 

average incomes (which have declined in real terms since 2008), means people have less money 
to spend and may be splitting these gaming funds amongst different casinos, such as Four Winds. 

Interviews with management revealed that a new hotel nearby would help Blue Chip sell more 
meetings and conventions, as they often need more quality rooms for such events, especially if 
those events occur on weekends when most gamers also come to use the hotel. They would 
prefer to put convention visitors in a nearby overflow hotel and gamers into their hotels. The fact 
that there are no existing quality hotels nearby hurts Blue Chip’s ability to succeed. This is one 
more strong reason to consider the development of a quality hotel nearby.  

Lighthouse Place Premium Outlets 

One of the top three attractions in Michigan City are the 120 stores that form the Lighthouse 
Premium Outlets located near downtown Michigan City. The shopping destination serves more 
than four million shoppers per year. The Lighthouse Place Premium Outlets is the western anchor 
attraction, along Wabash and 8th Streets, which comprises the “Golden Triangle” in Michigan 
City’s North End. The outlet mall is the largest retail center in Michigan City’s North End as well as 
the city as a whole. There has been little spin off development around the Lighthouse Place 
Premium Outlets that have added supplemental retail and restaurant options. However, there are 
small businesses that have opened near the outlet mall in order to benefit from the customer 
traffic. 

The outlet mall is owned and managed by the Simon Property Group and are one of the 
numerous outlets in the nation owned by the group. The commercial real estate company 
currently owns more than 225 properties, specializing in malls, premium outlets, international 
properties and others. The company is one of the largest shopping center developers in the 
country. 

The figure below is a picture of the Lighthouse Place Premium Outlets Visitor Center. 

F igure 2-6 

! ! 
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Lighthouse Place Premium Outlets offers a park-like, village setting and is easily accessible as a 
day trip from downtown Chicago, southwest Michigan and Fort Wayne. The outlet mall is available 
daily via the South Shore passenger line from Chicago and South Bend. 

Washington Park and Beach 

The 137-acre park is a recreational destination that consists of beaches, a large park and 
attractions along the shores of Lake Michigan. The Park is open daily from 5am to 10pm, year 
round. The Park charges a parking fee of $7 per day for vehicles and $14 for large vehicles such 
as trailers, buses and motorhomes. The Park is divided by Lakeshore Drive, with the beach on the 
north side and the south side containing the zoo, Bismarck Hill and Canada Park. The main 
components of Washington Park include: 

! Bismarck Hi l l  – An approximately 26-acre forested dune located in the southeast 
portion of Washington Park. The highest peak of Bismarck Hill, overlooking the 
intersection of Krueger Hill Road and Washington Park Boulevard, rises 142 feet 
above Lake Shore Drive and Canada Park. This peak is the highest point in 
Washington Park. 

! Beach and Shorel ine  - Approximately 10,000 feet of sandy beach shoreline lie 
within Washington Park. There is approximately 3,120 feet in the main portion of 
Washington Park, 1,100 feet adjacent to the marina and pier walkway and 5,780 feet 
along Sheridan Beach. 

! Washington Park Zoo – Located south of Lakeshore Drive, the 15-acre zoo 
opened in 1928. The zoo encompasses more than 200 animals and 11 buildings that 
are on the National Register of Historic Places.   

! Old Lighthouse Museum – The Lighthouse Museum is located in the southwest 
corner of Washington Park along the Trail Creek and just west of the Franklin Street 
Bridge. The Old Lighthouse Museum conducts public tours from April through 
October. The tour takes patrons through the history of the lighthouse and mysteries 
surrounding the lake. 

The figure below shows images of one of the beaches at Washington Park and the zoo. 

F igure 2-7 
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In addition, Washington Park and Beach includes the Park Office, Senior Center, Guy Foreman 
Amphitheater, Old Band Stand, greenhouse building and multiple shelters to picnic.  Washington 
Park also has several monuments and memorials located throughout the grounds. There is a pier 
that visitors can walk along that extends out from the Washington Park Marina to the Breakwater 
Lighthouse. There is also a historical gazebo, some tennis courts, a garden, sand dunes, and the 
Oasis Splash Pad.  

Indiana Dunes National Lakeshore  

The national lakeshore comprises more than 15 miles of beaches, as well as sand dunes, bogs, 
marshes, swamps, fens, prairies, rivers, oak savannas and woodland forests. It is located directly 
west of Michigan City and is a popular attraction not only for the city, but also for the Midwest. 
The Dunes also host a multitude of events and programs that attract visitors from all over the 
state and region, including field trips and hiking tours.  

A popular attraction at the dunes was the Mt. Baldy Sand Dune, which is located near the eastern 
end of the Indiana Dunes National Lakeshore just west of Michigan City. Mt. Baldy regularly 
attracted more than 350,000 tourists and locals every year until it was closed for monitoring due 
to a sinkhole accident in 2013. The Indiana Dunes National Lakeshore in total sees more than one 
million visitors, primarily for day trips of hiking, beach-going or overnight camping. However, 
without a hotel, restaurants or other places to measure visitation, capture revenue or extend stays, 
there is a significant amount of unaccommodated, or leaked, demand in the region.  

The following figure is an image of Mt. Baldy Sand Dune at the Indiana Dunes. 

F igure 2-8 
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Charter Fishing 

Michigan City has 16 fishing charters that take visitors out on to Lake Michigan to go fishing. 
Many visitors come to Michigan City particularly for the salmon and trout. Michigan City’s Lake 
Michigan waters are also known as the Coho capital of the world, which are a type of salmon that 
is very popular in the Pacific Northwest. Michigan City has become a very popular destination for 
salmon and trout fishing in the United States. 

Lubeznik Center for the Arts  

Once known as the John G. Blank Center for the Arts, the center is located slightly more than a 
mile north of the downtown on the corner of 2nd Street and Franklin Street. It contains world-class 
art exhibitions in five gallery spaces with an outdoor sculpture collection. The center holds after 
hour events and special programs for visitors as well. The Lubeznik Center of Arts attracts many 
art aficionados from all over the Midwest and reaches a total of 25,000 people annually, including 
visitors, those attending exhibitions, programs and events, as well as children and adults who 
receive direct experiences in art, music and dance.. 

The following figure shows pictures of the Lubeznik Center for the Arts. 

F igure 2-9 

 

Events 

Michigan City holds many different events and festivals that attract many local, regional, and even 
national visitors. These events include, but are not limited to: 

! Great Lakes Grand Prix – The race is part of the Super Boat International offshore 
powerboat-racing schedule and will feature some of the world’s fastest and most powerful 
offshore powerboats. The event is held at Washington Park Beach and is attended by 
powerboat enthusiasts from all over the world. 

! Michigan City In-Water Boat Show – The boat show is the largest in-water boat 
show on Lake Michigan and one of the largest in the Midwest. It features all of the newest 
sailboats, powerboats, and personal watercrafts on six piers in Trail Creek. Boat 
enthusiasts from all over the Midwest come to participate in the show. 
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! Michigan City RV Show – The show is held in Washington Park and is one of the few 
RV shows that feature the newest RV models in the industry. All types of RV’s are 
presented at the show including pop-up campers, travel trailers, fifth wheels and motor 
homes. RVs are also available for sale at the show, and the event attracts many RV 
enthusiasts and first-time RV shoppers from all across the Midwest. 

! First Fr iday Art Walk – A multi-venue event promoted by the Michigan City Mainstreet 
Association, which focuses on fostering the arts and the artist who create it. Participating 
venues must be located within the Uptown Arts District, must host an artist (such as, 
showcasing anything from paintings, to sculptures, to live performances), and be a 
member of Michigan City Mainstreet Association. 

! Taste of Michigan City – Hosted by the Michigan City Mainstreet Association, Taste 
of Michigan City celebrates food, music, and art in the summer. The two-day festival 
marked its sixth anniversary of the event August 2014, hosting 25 local vendors and was 
expected to have 12,000 attendees, up from 8,000 in 2013. 

! Lubeznik Lakefront Art Fest ival – In 2014, the Lubeznik Lakefront Art Festival 
celebrated its 33rd annual festival in Washington Park, consisting of over 100 artisans and 
fine craftsmen exhibiting works. The festival includes an artist demonstration tent, 
children’s activity tent, Patron Oasis, food vendors, and a beer garden. The event draws 
over 5,000 visitors each year. 

! Summer Fest – The Michigan City Summer Festival, Inc. organizes an array of events 
mostly throughout the summer, including the Big Parade, Lakeview Fundays in the Park 
Festival with a fireworks display, concerts, Octoberfest and the Festival of Lights Parade to 
celebrate the holidays.   

The following figure is an image of the Great Lakes Grand Prix in Michigan City. 

F igure 2-10 
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Other Attractions 

Supplementary to Michigan City’s main tourist attractions, the city also has many other North End 
attractions, which include, but are not limited to: 

! Shady Creek Winery – Situated on nearly 20-acres on the southern Lake Michigan 
shore, the winery features custom crafted wines and first class facilities including 
tasting rooms, living rooms and patios. 

! Shorel ine Brewery – A brewery and restaurant located near the shores of Lake 
Michigan and a little over one mile from the downtown area. It is a popular dining 
destination and serves 12 beers on tap including seasonal and award winning brews.  

! Breweries in the Area – There are 18 microbreweries in the Michiana area, from 
Whiting (near Chicago) to Goshen (near Elkhart). Two are located in Michigan City, 
including Shoreline, as well as Burn ‘em Brewing. There is a Brewery Trail promoted 
by the South Shore tourism agency (based in Lake County).   

! The Antique Market – The market comprises of over 140 dealers and displays all 
types of antiques. These antiques include items such as silver, china, furniture, 
jewelry, coins, art, quilts, linens, military memorabilia, glassware, and pottery. Antique 
enthusiasts from the Midwest come to the Antique Market where a multitude of 
antique products are available for purchase.  

! Uptown Farmers Market of Michigan City – The Mainstreet Association 
sponsors the Farmer’s Market, formally known as the Michigan City Main Street 
Farmers Market, every Saturday from May through November on the corner of 8th and 
Washington Streets. The Market features locally grown fruits and vegetables in season 
as well as crafted items, flowers, and herbs. The Market also offers entertainment and 
education through local organizations. The 2014 season marked the Market’s 23rd 
year. 

Implications 

Michigan City is a fairly attractive location for tourists and residents but the area still has the 
potential to improve and diversify its hospitality and entertainment options. In particular, the city 
should continue to develop its North End and downtown areas, not only to attract visitors, but 
also to acquire a desired quality of life for its residents. The primary tourism area features major 
attractions, but is not connected by walkable or attractive environment in general that alerts 
people to its presence. It also does not have any lodging option on the water or with water views. 
By capitalizing on developments such as the proposed improvements in the North End and 
downtown, the city has the ability to grow as a place to live, work and play. With the recent and 
ongoing changes, Michigan City will be able to offer an attractive package that draws a number of 
visitors and businesses, creating a more vibrant and active city. The possible resurgence and 
development of the North End and downtown areas allows Michigan City to become a more 
appealing city that will attract many more visitors in the future, and induce additional private 
investment in the community. 
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The addition of a hotel would enhance the ability of these tourism demand generators to thrive, as 
it makes for an extended trip, helps create a walkable environment between the hotel and the 
beach, mall, downtown and casino, and allows people to stay in the heart of the Golden Triangle. 
The casino would enjoy the added hotel and would help fill it with overflow convention goers. 
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NATIONAL HOTEL MARKET TRENDS 

National hotel market trends are important to the development prospects of any hotel project, 
whether it involves macro supply and demand issues, amenity trends, financing, or other trends 
impacting the industry. 

The following table shows selected characteristics of the U.S. lodging industry from 1992 through 
2013. 

Table 3-1 

National Lodging Industry Annual Summary

Year Occupancy Change
Average Daily 

Rate Change
Revenue per 

Available Room Change
1992 61.9% -- $59.62 -- $36.90 --
1993 63.1% 1.9% $61.30 2.8% $38.68 4.8%
1994 64.7% 2.5% $64.24 4.8% $41.56 7.4%
1995 65.1% 0.6% $67.17 4.6% $43.73 5.2%
1996 65.0% -0.2% $70.81 5.4% $46.03 5.3%
1997 64.5% -0.8% $75.31 6.4% $48.57 5.5%
1998 63.8% -1.1% $78.15 3.8% $49.86 2.7%
1999 63.1% -1.1% $81.29 4.0% $51.29 2.9%
2000 63.5% 0.6% $85.24 4.9% $54.13 5.5%
2001 59.8% -5.8% $84.45 -0.9% $50.50 -6.7%
2002 59.0% -1.3% $83.20 -1.5% $49.09 -2.8%
2003 59.2% 0.3% $83.28 0.1% $49.30 0.4%
2004 61.3% 3.5% $86.70 4.1% $53.15 7.8%
2005 63.1% 2.9% $91.29 5.3% $57.61 8.4%
2006 64.2% 1.7% $96.77 6.0% $62.13 7.8%
2007 64.1% -0.2% $102.38 5.8% $65.63 5.6%
2008 60.4% -5.8% $106.55 4.1% $65.61 0.0%
2009 54.5% -9.8% $98.20 -7.8% $53.55 -18.4%
2010 57.6% 5.7% $98.08 -0.1% $56.47 5.5%
2011 60.1% 4.3% $101.64 3.6% $61.06 8.1%
2012 61.4% 2.2% $106.10 4.4% $65.17 6.7%
2013 62.3% 1.5% $110.35 4.0% $68.69 5.4%

       

Avg. Annual Growth Rate 0.09% 3.03% 3.20%

Source: Smith Travel Research, HSP
  

Occupancy peaked at an all-time high of 65.1 percent in 1995, then steadily decreased to 59.0 
percent following 9/11 and then rose again to peak at 64.2 percent in 2006. The latest recession is 
the most severe recorded in the hotel industry post-depression. Occupancy decreased to 54.5 
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percent, a 15 percent (nearly ten percentage point) decline. Average daily rate peaked at $106.55 in 
2008 and bottomed out in 2010 at slightly more than $98. Occupancy increased in 2011 and rates 
began to increase as well. Performance in 2012 showed continued improvement, with occupancy 
at 61.4 percent, a 2.2 percent increase from 2011 and a $106.10 average daily rate, four percent 
higher than 2011. Data from 2013 shows continued improvement of the average daily rate over the 
2012 figure. 

The figure below shows the above data in graph form, highlighting the annual change in 
performance. 

F igure 3-1 
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Source: Smith Travel Research, HSP 

National Hotel Industry Performance Annual Change 

Occupancy Average Daily Rate Revenue per Available Room 

  

Performance in 2013 was much improved from the drastic decline in 2009. As the above graph 
indicates, from 1996 through 1999, and again in 2007 and 2008, even when occupancy declines, 
average daily rates can increase. This speaks to the concept of maximum practical occupancy. At a 
certain average occupancy, there are enough “sold-out” dates and demand pressure to raise prices.  

The following chart shows the trend of the U.S. hotel room supply between January of 2009 
through January of 2014. 
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F igure 3-2 
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As demonstrated, the U.S. supply of hotel rooms has increased from approximately 4.7 million 
rooms in January of 2009 to more than 4.9 million rooms in January of 2014. Of the six years 
shown, the only decrease in hotel rooms in the U.S. hotel market was between 2011 and 2012. 
This growth rate was less than one percent per year, which was outpaced by demand growth, and 
why occupancy has increased and rates have followed.  

The following table shows the number of existing hotel rooms, rooms under construction, and 
rooms in the active pipeline as of January 2014 sorted by chain scale. 

Table 3-2 

U.S. Active Pipeline by Chain Scale
As of January 31, 2014

Chain Scale

Preliminary 
Existing 
Supply

Year Over 
Year Percent 

Change
Rooms Under 
Construction

Year Over 
Year Percent 

Change

Total 
Active 

Pipeline

Year Over 
Year Percent 

Change
Luxury 107,666 0.1% 4,577 -3.3% 7,367 -7.2%
Upper Upscale 563,809 2.3% 8,048 13.6% 24,358 58.8%
Upscale 609,801 3.5% 35,721 38.6% 96,348 17.0%
Upper Midscale 866,673 -0.3% 28,906 46.4% 99,280 12.6%
Midscale 484,836 1.5% 5,100 51.1% 21,130 7.8%
Economy 773,093 -0.2% 1,167 20.9% 4,179 4.4%
Unaffiliated 1,533,829 0.1% 13,329 21.8% 105,107 16.9%
Total 4,939,707 0.8% 96,848 33.4% 357,769 16.4%

Source: Smith Travel Research
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Between January 2013 and January 2014, the hotel industry increased its total supply for the third 
consecutive year, this time by nearly one percent (more than 39,200 rooms). Among the chain 
scale segments, the upscale segment expanded the most during 2013, growing by 3.5 percent over 
the previous year. As of the end of January 2014 there are more than 96,800 hotel rooms under 
construction and nearly 357,800 rooms in the active development pipeline of 2,925 projects.  

The total active pipeline data includes projects in planning, final planning and under construction 
but not those in the pre-planning stage. The ‘in planning’ stage is defined as projects where an 
architect or engineer have been selected, and plans are in process where initial approvals have 
typically been granted. ‘Final planning’ is defined as the stage where the project has gone out for 
bids or construction is expected to begin with four months. ‘Pre-planning’ is defined as the period 
before an architect has been selected. 

The following table shows the existing supply of rooms, rooms under construction and the year 
over year percent change of the top ten hotel markets. 

Table 3-3 

Top Ten U.S. Markets by Hotel Rooms in the Construction Phase
As of January 2014

Market
Existing 
Supply

Rooms Under 
Construction

Year Over 
Year Percent 

Change
New York, New York 108,712 11,189 12.2%
Washington D.C. 105,573 2,819 -9.6%
Los Angeles-Long Beach, California 97,416 2,523 225.5%
Orlando, Florida 118,706 2,358 -16.9%
Miami-Hialeah, Florida 48,592 1,975 66.7%
Houston, Texas 74,849 1,930 229.4%
Denver, Colorado 41,417 1,913 45.6%
Chicago, Illinois 109,044 1,892 -18.3%
Seattle, Washington 40,729 1,242 345.2%
Dallas, Texas 78,384 1,196 367.2%

Source: Smith Travel Research
 

New York City reported the largest number of rooms under construction as of January 2014, while 
Orlando reported the largest existing supply. The Washington, D.C., Los Angeles-Long Beach and 
Orlando markets all reported more than 2,000 rooms under construction. Dallas experienced the 
largest percentage increase in rooms under construction, with a year-over-year percent change of 
nearly 370 percent. 
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Development and Financing 

The hotel development pipeline had been robust until 2008, when the credit crisis hit and real 
estate across all sectors declined. This has made credit more expensive, and the combination of 
lack of funds and poor market performance essentially stopped new developments in 2009. 

Since then, credit has loosened for hotels and more loans were being made in 2012 and 2013 for 
hotels. Demand outpaced supply for so many consistent years during the recession that banks 
could not ignore the opportunity, nor could developers.  

The loan-to-value ratio (LTV) is an important measure of the amount of risk banks are willing to 
take on real estate investments. Historically, hotels have exhibited a higher risk level in the eyes of 
lenders and have required a substantial equity investment. However, cookie-cutter branded 
prototype projects at interstate intersections – very predictable to bankers in terms of safety and 
profitability – have achieved loan-to-value rates of up to 90 percent. 

As the performance of hotels improved, bankers felt more comfortable approving higher loan 
amounts relative to the value of the project. At its peak in 2005, the LTV was nearly 70.6 percent 
on average. It decreased to 60 percent in 2008 and has been slowly recovering since that time, 
reaching closer to 70 percent in 2013.  

Transactions 

Capitalization rates (cap rates) are a measure of risk and reward. The higher the cap rate, the riskier 
the market expects an investment to be and the higher the possible reward expected. To determine 
value, appraisers, buyers and sellers use net operating income divided by the cap rate. A hotel with 
$1 million in net operating income and a ten percent cap rate would have a value of $10 million. 
However, using a five percent cap rate would give a value of $20 million. During the height of the 
hotel buying frenzy in 2005 and 2006, some hotels were sold at effective cap rates lower than five 
percent, leading to extraordinary values. 

Cap rates for hotels have historically been in the 8 to 12 percent range for most markets, except in 
places like New York, San Francisco, Boston and Hawaii. The rate was below ten percent in 2005 
and 2007 and below nine percent in 2006, leading to record sales prices and intense transaction 
activity. Some transactions included cap rates as low as three percent during the height of the hotel 
financing and construction boom of 2005 to 2007. The rates then increased substantially during 
the recession, lowering valuations and the ability to get loans. The higher the cap rate, the lower 
the valuation of the hotel and with the market-wide increase in cap rates, hotel transaction activity 
ceased for about three years, with the exception of foreclosed hotels. Between 2009 and 2011, 
overall cap rates for full service hotels decreased from 8.95 percent to 7.5 percent. While from 
2011 to 2012, rates increased from nearly seven percent to over eight percent. 

According to a 2013 Hospitality Investment Survey by PKF, capitalization rates for recent 
transactions in high barrier-to-entry markets have sunk as low as five percent and two to three 
percent in major transactions, demonstrating investor expectations and trust of improved market 
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and decreased risk levels. Overall investment parameters have been flat for two years at 7.9 
percent, down from 8.1 percent in January 2011. 

The following table shows historical capitalization rates by chain scale. 

Table 3-4 

Capitalization Rates From Sales Transactions
2013 2012 2011 2010

Property Type Average Range Average Range Average Range Average Range
Full Service Including Luxury 6.2% 2.9% - 7.9% 5.8% 1.5% - 11.7% 6.1% 0.05% - 10.9% 5.3% 1.7% - 8.0%
Select Service and Extended Stay 7.4% 2.5% - 14.2% 7.4% 4.0% - 11.7% 7.7% 3.2% - 12.6% 7.8% 3.1% - 12.4%
Limited Service 9.2% 5.4% - 12.9% 9.3% 3.7% - 12.2% 9.5% 0.03% - 30.0% 8.5% 1.3% - 16.3%

Source: HVS, Hunden Strategic Partners 
 

The above capitalization rates are based on historical net income at the time of sale divided by the 
sales price. In riskier markets, cap rates are higher. For Michigan City, the cap rate would be 
dependent upon the quality of the hotel product being built, the brand, the existing market 
conditions, and the cap rates of similar projects.  

Development Costs 

The following table shows the hotel development costs for the various quality segments of hotels 
for 2013/14. These figures are critical when considering which type of hotel to develop. Because 
the data is sorted and averaged by HVS prior to appearing in the table, the totals do not match the 
medians and averages for each type of property. 
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Table 3-5 

2013/2014 Hotel Development Cost Survey Per-Room Averages

Land
Building and Site 

Improvements Soft Costs FF&E
Pre-Opening & 

Working Capital Total

Budget/Economy Hotels

Average from Budgets $12,300 $58,700 $5,800 $8,300 $3,200 $77,400
Median $18,200 $53,300 $2,900 $8,300 $3,000 $71,200
Allocation 14% 66% 10% 11% 4%

Midscale Hotels w/o F&B

Average from Budgets $15,400 $77,200 $11,700 $10,300 $4,200 $109,100
Median $14,100 $68,300 $8,500 $10,000 $4,000 $93,100
Allocation 12% 68% 9% 11% 2%

Extended Stay Hotels

Average from Budgets $12,800 $83,800 $11,600 $13,400 $3,700 $141,000
Median $11,400 $75,000 $10,200 $13,800 $3,500 $121,900
Allocation 10% 68% 9% 13% 1%

Midscale Hotels W/ F&B

Average from Budgets $14,600 $83,100 $13,600 $13,900 $3,900 $129,400
Median $11,000 $68,500 $10,700 $13,000 $3,700 $110,900
Allocation 16% 63% 11% 11% 1%

Full-Service Hotels

Average from Budgets $36,300 $154,900 $17,200 $25,400 $17,200 $267,900
Median $35,000 $140,600 $14,400 $24,700 $16,000 $214,800
Allocation 14% 65% 10% 11% 4%

Luxury and Resorts

Average from Budgets $93,600 $373,900 $81,900 $56,800 $20,800 $641,000
Median 91,300 $324,200 $90,400 $60,700 $18,700 $576,500
Allocation 18% 58% 14% 10% 4%

Source: HVS
 

Costs per room vary drastically depending on the chain scale, from a median of $53,300 for 
economy properties up to $324,200 for luxury properties. For most developments, the question is 
whether or not the average daily rate is greater than the cost per room to build.  

A good rule of thumb in the industry is that the average daily rate multiplied by 1,000 will give a 
developer a sense of what cost of hotel the market will support. So for example, a hotel expected 
to perform at $125 per night on average could be developed for $125,000 per room. 

Largest Hotel Brands 

One of the continuing trends of the past decade has been the growth of hotel companies to create 
and expand brands into every conceivable niche, including extended stay (discussed below), 
boutiques, fractional, etc. These companies typically do not own their hotels, but brand them and 
provide the support, advertising, group sales and other services for the hotel owners for a fee. 

The following table shows the top 15 hotel brands in the world, by number of rooms.  
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Table 3-6 

Top Fifteen Global Hotel Brands by Room Count - As of January 2013

Rank Brand Company Hotels Rooms Rooms/Hotel

1 Holiday Inn and Holiday Inn Express InterContinental Hotels Group 3,392 424,612 125
2 Best Western Best Western 4,024 311,611 77
3 Marriott Hotels & Resorts Marriott International 558 204,917 367
4 Comfort Inns & Suites Choice Hotels International 2,509 194,262 77
5 Hilton Hotels & Resorts Hilton Worldwide 551 191,199 347
6 Hampton Inn Hilton Worldwide 1,880 184,765 98
7 Ibis (Megabrand) Accor 1,667 182,496 109
8 Home Inns Home Inns 1,438 164,325 114
9 Sheraton Hotels & Resorts Starwood Hotels & Resorts 427 149,784 351
10 Days Inn Wyndham Hotels Group 1,826 147,808 81
11 Super 8 Motels Wyndham Hotels Group 2,314 147,512 64
12 Courtyard Marriott International 929 136,553 147
13 Quality Inn Choice Hotels International 1,479 133,515 90
14 Ramada Worldwide Wyndham Hotels Group 850 115,811 136
15 Crowne Plaza Hotels & Resorts InterContinental Hotels Group 392 108,307 276

Total -- 24,236 2,797,477 164

Source: MKG Hospitality
 

As shown, the Holiday Inn and Holiday Inn Express are the world’s largest combined brands, with 
nearly 3,400 hotels and nearly 425,000 rooms. The Best Western brand is the world’s largest 
single brand, with more than 4,000 hotels and nearly 312,000 rooms.  

Other Trends of Note 

Several other trends have been occurring in the industry over the past several years. These include: 

! Amenity Creep. The major brands, led by Starwood, began introducing a higher 
quality of amenities in their hotels. This began with the “Heavenly Bed” for Westin and 
now all major brands have their own premium-bedding product. It continued with 
bathroom products, flat screen televisions, wireless internet, customizable sound and 
lighting systems, branded gym/spa experiences and other amenities now expected that 
previously were considered to be luxuries. These have even crept into the limited 
service brands. Overall, this has increased the initial and ongoing costs of hotels, 
although customers have been loyal to those that have implemented the 
improvements.  

! Brands Mult ip ly. Worldwide, the expansion of brands continues to change the face 
of the competitive environment. Eager to show earnings and market share for Wall 
Street, major brands compete fiercely. Using multiple brand products clustered in the 
same corporate structure, proprietary reservation systems and corporate programs 
work in tandem to drive business. Comparing profit potential of a brand to one without 
a brand is becoming a serious exercise for hotel owners. At the same time, the 
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proliferation of brands means fewer independents that struggle for fair share using 
price as the preferred strategy.  

! Global Travel and the Impact of Energy Prices and Economic Condit ions. 
The large fluctuations in oil and fuel costs have a continual impact on travel and will 
continue to be a major factor in the coming years.  

! Green Pol ic ies. Requirements, both by law and the guests, on businesses enforcing 
green practices are becoming tougher to comply and are even becoming a demand 
driver. Eco-consciousness is a popular trend among new generations and, suddenly, 
energy systems, insulation, produce origin and even amenities become differentiation 
factors. Hotels can capitalize on the environmentally sensitive customers by adapting 
sustainability practices such as Element by Starwood has done. 

! Distr ibut ion. The increase in booking travel via the Internet has been a major trend 
in the industry for more than a decade, with approximately 30 to 40 percent of booking 
research done online and one-third of revenue booked online in 2010. While in 2012, 
85 percent of leisure travelers rely in the Internet to plan and book travel. An additional 
estimated 30 to 40 percent of bookings were researched online. This has brought 
transparency and increased competition to the market and all players with a solid 
Internet and distribution strategy are able to compete effectively. As third party 
websites, smartphones and available applications are rapidly becoming a key factor in 
every travel stage by easing access to planning and booking tools that ease the 
customers’ experience. Travelers expect a more informed and collaborative travel 
experience, especially driven by the evolving smartphone functionality. Hotel 
companies are creating property-specific websites to differentiate each property and 
reach more given markets and traveler segments than the cookie-cutter website. 

! Technology. The rapid advance of technology means hotels have to continually keep 
up with the expectations of their guests. With multiple wireless devices, guests expect 
a high-speed wireless network throughout the hotel that will allow them to use their 
smartphones, tablets (led by the iPad) and laptops without connectivity issues. In-
room movies via Lodgenet can now be controlled via an application on a guest’s 
smartphone. Many hotels have begun to introduce in-room iPads that allow concierge 
services, room service, check out, entertainment and other items to be taken care of 
directly from the device. 

! Socia l Media, Crowd-Rating and Mobi le Connect iv i ty. The rise of social 
media and user-based ratings has had a direct impact on hotel decision-making. Sites 
like Trip Advisor allow users to rate and castigate hotels directly on the website, which 
allows potential customers to determine if they will choose that hotel. Hotels have to 
be incredibly proactive and reactive to comments posted on Twitter, Facebook and 
such ratings sites including OTA’s. Approximately one in three business travelers’ have 
rated an establishment. Mobile connectivity, as mentioned above, has become a crucial 
factor in a travelers’ experience. Mobile-friendly websites and mobile applications are 
the most used mean for corporate travelers, 70 percent, to check in to flights and/or 
hotels, while one in four hotel queries come from a mobile device. 
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! Demographics. Two major demographic shifts marked the beginning of positive 
growth in the hotel business. The first is both baby boomers and millennials as the 
target market for their luxury consumption. The baby boomer generation became a 
target audience due to the amount of disposable income and nest egg capital allowing 
them to travel in large numbers for the next decade. Millennials are the second 
demographic group tapped as an up-and-coming luxury consumer group affecting the 
industry and being targeted by the industry itself with marketing strategies that are 
different from its preceding groups. Millennials are drawn to entertainment, technology 
and accessibility. Secondly, the BRIC economies,  (Brazil, Russia, India and China) 
have exploded in their economic power over the past several years. This has led to a 
massive increase in the middle classes in these nations and these populations are 
traveling in increasing numbers. 

! Boutique Brands. This seemingly incongruous phrase is a trend occurring in the 
industry. The largest brands have run out of market segments to fill, so they are 
seeking the last bastion of the industry:  independent boutique hotels. By creating a 
boutique “collection” that can benefit from (and provide distribution to) the primary 
brand family, both the hotel and brands can prosper. For example, with all traditional 
niches covered, Marriott has now entered the boutique market with the Autograph 
Collection. These hotels are not owned or operated by Marriott and do not even carry a 
Marriott brand, per se, but use the Marriott reservation system to route travelers to 
these formerly independent hotels. Guests get their Marriott points and some 
expectation of high quality. Hilton, Starwood and others are attempting to do the same. 

Implications 

In today’s competitive hotel market, the market has demanded reliable room night generating 
destinations packages, usually near high traffic areas such as interstates and highly attended 
attractions, in all sized cities across the country. The driving force behind hotel developments in 
both small and larger markets is the public-private partnerships that are designed to bridge the gap 
in financing and make projects feasible that would never be financed without public incentives. 
This is especially true when the desires of the community for quality and size of hotel (or location) 
is outside what the private sector can reasonably finance, due to higher costs than the market will 
bear.  

Regardless of the hotel size and quality, local, county and/or state governments recognize the need 
for public incentives that make these projects a reality, thereby making their offering packages 
more attractive to meeting planners and visitors. Cities have recognized that neither an attraction 
alone or simply a hotel is compelling enough on its own, but rather the entire package of quality 
hotel rooms, function space, restaurant and retail activity nodes, and attractions in close proximity 
between each other are essential to remain competitive in today’s tourism market. For Michigan 
City, with unique assets like the Lake Michigan beachfront and the Blue Chip Casino, a quality hotel 
with unique amenities that fills the gap in quality and options, helps complete the tourism package.  
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MICHIGAN CITY COMPETITIVE HOTEL MARKET ANALYSIS 

HSP chose a set of primary competitive and relevant hotels that impact the market to profile and 
analyze within the City of Michigan City market area. The primary factors considered were location, 
function space, quality, amenities, size, brand and market demand mix. In addition, Michigan City is 
an area popular for second homes, which are also used as vacation rental properties. The analysis 
will also provide an overview of the vacation rental property market and it’s position within the 
overall Michigan City lodging market.   

Because the Blue Chip is so large, it cannot be included in a Smith Travel Research analysis 
(shown later in this chapter), however it is the largest and most competitive hotel in the market 
and the highest quality, so it was considered alongside the other hotels in the market.  

The following table shows the lodging summary of the local market. 

Table 4-1 

Lodging Summary:  Michigan City  

Market Class Rooms % of Total 
Rooms Hotels Rooms per 

Hotel
Avg. Opening 

Year
Avg. Age 
in Years

Luxury - - - - - -
Upper Upscale 486 37% 1 486 2006 8
Upscale - - - - - -
Upper Midscale 223 17% 3 74 1989 25
Midscale 107 8% 1 107 1967 47
Independent 198 15% 7 28 1977 37
Economy 301 23% 4 75 1989 25
Total / Average 1,315 100% 16 82 1986 28

 
Source:  Smith Travel Reasearch, Hunden Strategic Partners

 

The market in total includes 1,315 rooms. Excluding the Blue Chip Casino’s 486-room hotel, the 
Michigan City local hotel market offers 829 rooms. Of this, approximately 60 percent of the non-
casino rooms available are at small independent or economy scale hotels of generally low quality. 
Approximately 27 percent of the non-casino hotel rooms are upper midscale quality and average 74 
rooms per hotel. There are no hotel options for quality above upper midscale. In addition, the 
existing non-casino hotel supply is very dated, with an average opening date of 1981, 
approximately 34 years. There are no branded upscale hotels, such as a Hampton, Hilton Garden, 
Courtyard, Hyatt Place or other select service branded hotel. 

The next table shows the detail of the non-casino hotels in the market. 
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Table 4-2 

Lodging in the Michigan City MarketLodging in the Michigan City Market

Hotels Rooms Opening
Microtel Inn & Suites by Wyndham Michigan City 68 2010
Knights Inn Michigan City West Kieffer 103 1987
Red Roof Inn Michigan City 79 1987
Super 8 Michigan City 51 1974
Millan Inn 50 1985
Golden Sands Motel 31 1993
Travel Inn Motel 29 1955
Christy`s Motel Court 29 --
ABC Motel 23 --
Blackhawk Motel 20 1990
Al & Sally`s Motel 16 1960
Baymont Inn & Suite Michigan City 107 1967
Country Inn & Suites Michigan City 56 2005
Comfort Inn Michigan City 50 1996
Clarion Inn & Suites Michigan City 117 1966
Total / Average 829 Feb-83

Source: Smith Travel Research, Hunden Strategic Partners

Lodging in the Michigan City Market

Chain Scale
Economy
Economy
Economy
Economy

Independent
Independent
Independent
Independent
Independent
Independent
Independent

Midscale
Upper Midscale
Upper Midscale
Upper Midscale

--

 

As shown, the majority of properties are small, much older and economy or independent 
properties. HSP toured the properties and most are of low quality, not what a tourism marketer 
would want representing it, beyond a few properties. 

HSP used Smith Travel Research (STR) to develop and analyze the competitive set, which was 
chosen as those better quality hotels in the market (non-casino). The following table shows a 
summary of the hotels in the Michigan City non-casino competitive set. 

Table 4-3 

Michigan City Competitive Set Hotels

Hotel Rooms Date Opened
Distance from 

Washington Park
Recent / Planned 

Renovation Chain Scale*
Clarion Inn & Suites Michigan City 117 May-66 4.5 miles 2013 Upper Midscale
Baymont Inn & Suite Michigan City 107 Jun-67 2.5 miles 2005 Midscale
Microtel Inn & Suites by Wyndham Michigan City68 Apr-10 4.8 miles -- Economy
Country Inn & Suites Michigan City 56 Jun-05 4.7 miles -- Upper Midscale
Comfort Inn Michigan City 50 Jan-96 4.8 miles 2010 Upper Midscale
Average 80 Nov-03 2011 --
Total 398

*A means of categorizing hotels by brand

Source: Smith Travel Research
 



 

Michigan City Hotel Market and Feasibi l i ty Study  Chapter 4 - Page 4 

There are five hotels in the City of Michigan City competitive set, totaling 398 rooms. The largest 
property is the 117-room Clarion Inn & Suites, which is the only full-service hotel in the set. The 
hotels range in size from 50 rooms to as many as 117 rooms, averaging 80 rooms per hotel. The 
newest hotel is the Microtel Inn & Suites by Wyndham, followed by the Country Inn. The rest of 
the competitive set hotels opened before 2000. There are three upper midscale hotels, one 
midscale hotel and one economy hotel. 

The following figure shows a map of the Michigan City competitive set in relation to the Lake 
Michigan waterfront. 
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F igure 4-1 
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Although not in the Smith Travel Research set, the Blue Chip Casino Hotel is included in the 
competitive hotel map above because it greatly impacts the hotel market. However, the Blue Chip 
Casino Hotel cannot be compared on a relative basis to the competitive set because it functions as 
an amenity to the casino to lure in gamblers at discounted room rates.  All of the hotels in the 
competitive hotel map above are within five miles of Washington Park and a 15-minute drive of the 
Michigan City Municipal Airport. Four hotels are clustered together just off of Interstate 94, near the 
US 421 interchange.  

The primary issue for the hotels in the competitive set and Michigan City in general is that the 
hotels are not located near the North End, but instead are near the interstate (I-94). The other 
primary issue is quality. There are no branded quality hotels in the Michigan City market, so those 
travelers who prefer Marriott, Hilton, Hyatt or Starwood products have no options in Michigan City. 
This means the rates are lower and there is unaccommodated demand as travelers go elsewhere.  

The following are profiles of each hotel in the competitive set.  

Clarion Inn & Suites Michigan City 

The 117-room Clarion Inn & Suites is located at 5820 Franklin Street and is the only full-service 
hotel in the competitive set. The hotel has an onsite restaurant and bar as well as banquet and 
meeting facilities, which can host up to 200 people. The ballroom is 2,640 square feet and can be 
divided into nine small meeting rooms. Other amenities include an indoor pool, fitness center and 
small business center. The Clarion is the oldest hotel in the competitive set, opening in May of 
1966. It has also had the most renovations, which occurred in 2013. The hotel is classified as 
upper midscale and is 4.5 miles from Washington Park.  

The following figure shows the property’s exterior. 
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F igure 4-2 

 

Baymont Inn & Suite Michigan City 

The Baymont Inn & Suite is located at 4128 Franklin Street and opened in June of 1967. The 107-
room hotel is the second largest hotel in the competitive set. Amenities at the hotel include an 
indoor pool, a hot tub, a gym, a meeting room for up to 20 people, and a business center with 
access to fax, copy and printer services. The hotel is classified as midscale and was last renovated 
in 2005. Located 2.5 miles south of Washington Park on U.S. Route 421, this is the closest hotel 
to the Washington Park in the competitive set. The Blue Chip casino is the only hotel closer.  

The following figure shows the property’s exterior. 

F igure 4-3 
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Country Inn & Suites Michigan City 

The 56-room Country Inn & Suites is located at 3805 N Frontage Road and opened in June of 
2005. The hotel is classified as upper midscale and is 4.7 miles from Washington Park. Amenities 
include a small fitness center, indoor pool, whirlpool tub and a meeting room.  

The following figure shows a rendering of the property’s exterior. 

F igure 4-4 

 

Microtel Inn & Suites by Wyndham Michigan City 

The 68-room Microtel Inn & Suites by Wyndham is located at 9834 W 400 N and opened in April 
2010. In the competitive set, the Microtel is the newest hotel and the only in economy class. The 
hotel is 4.8 miles from Washington Park. Amenities include a fitness center, an indoor pool and a 
meeting room.  

The following figure shows the property’s exterior. 
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F igure 4-5 

 

Comfort Inn Michigan City 

The 50-room Comfort Inn is the smallest hotel in the set and is located at 3801 N Frontage Road. 
The hotel opened in January of 1996 and was last renovated in 2010. The hotel is classified as 
upper midscale, featuring amenities such as an indoor pool. The hotel is 4.8 miles from 
Washington Park and across the street from the Country Inn & Suites. After exiting the Interstate 
94 onto U.S. Route 421/Franklin Street, the hotel will be immediately visible to the northeast. 

The following figure shows the Comfort Inn’s exterior.  

F igure 4-6 

 

 

The Blue Chip hotel  

This hotel and casino was profiled in the prior chapter and its individual performance information is 
to be kept confidential, however it is the highest quality and highest rated hotel in the market in 
terms of average daily rate. It offers service and quality beyond that of a standard full-service hotel 
and beyond the select service hotels that are missing from the market, such as Hampton Inn, 
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Courtyard, Hilton Garden Inn, Hyatt Place, etc. Average daily rates are above $100 and their 
occupancy is fairly strong, even when not including reduced rate rooms for gaming customers.  

With so many rooms, the Blue Chip dominates the market and generates significant demand. In 
interviews with the management, they welcomed the opportunity to have another hotel property in 
the North End to help them accommodate large groups, especially on the weekends.  

Accommodated Demand and Competit ive Set Performance 

HSP used STR data to analyze the competitive hotel set. The following table shows the 
performance data for the City of Michigan City’s competitive set of hotels from 2008 through April 
of 2014. 

Table 4-4 

Year
Annual 

Avg. 
Available 
Rooms

Available 
Room 
Nights

% 
Change

Room 
Nights Sold % Change % Occ. % Change ADR % Change RevPar % Change

2008 366 133,554 -- 65,305 -- 48.9 -- $91.47 -- $44.73 --
2009 330 120,450 -9.8% 44,372 -32.1% 36.8 -24.7% $88.28 -3.5% $32.52 -27.3%
2010 381 139,150 15.5% 53,864 21.4% 38.7 5.1% $86.70 -1.8% $33.56 3.2%
2011 398 145,270 4.4% 54,800 1.7% 37.7 -2.5% $85.25 -1.7% $32.16 -4.2%
2012 398 145,270 0.0% 60,058 9.6% 41.3 9.6% $86.22 1.1% $35.65 10.8%

2013 398 145,270 0.0% 66,986 11.5% 46.1 11.5% $78.16 -9.4% $36.04 1.1%
2014 YTD (April) 398 47,760 -- 20,379 35.8% 42.7 35.8% $66.77 -10.4% $28.49 21.7%
Projected 2014 398 145,270 0.0% 73,685 10.0% 50.7 10.0% $76.20 -2.5% $38.65 7.2%

CAGR* (2008-2013) 1.8% 1.8% -- 0.5% -- -1.1% -- -2.9% -- -3.9% --

*Compound Annual Growth Rate

Sources: Smith Travel Research, Hunden Strategic Partners   

Historical Supply, Demand, Occupancy, ADR, and RevPar for Competitive Hotels

 

From 2009 to 2013, room nights sold in the Michigan City hotel competitive set increased by 
22,614. The number of room nights sold reached pre-recession levels in 2013. The increase in 
available room nights between 2010 and 2011 is due to the opening of the Microtel Inn & Suites 
by Wyndham. Since 2011, the available rooms nights has remained constant. 

The average daily rate decreased from $91.47 to $78.16 between 2008 and 2013. The $13.00 
decrease in rate has contributed to the decline in RevPAR from $44.73 to $36.04. RevPar 
significantly decreased to $32.52 in 2009, but has increased gradually with the exception of a slight 
decrease in 2011 when the Microtel Inn & Suites by Wyndham opened. The RevPAR increased 
more than ten percent the following year. Both the average daily rate and RevPAR are still well 
below their highs in 2008.  

Between 2011 and 2013, occupancy increased from 37.7 percent to 46.1 percent. Despite the 
overall increase in occupancy and RevPAR in the last three years, the average daily rate continues 
to decrease.  
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The following figure shows the supply and demand trends for the selected set. 

F igure 4-7 
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Source:  Smith Travel Research, Hunden Strategic Partners 

  

Supply increased between 2010 and 2011 due to the addition of the Microtel Inn & Suites by 
Wyndham. After 2011, the supply has remained constant. Demand reached its low in January 2010 
but has gradually increased since then. The graph shows the seasonality of the hotel market, which 
will be discussed in greater detail later in this chapter.   

The following figure shows the room revenue changes by month (year-over-year). 



 

Michigan City Hotel Market and Feasibi l i ty Study  Chapter 4 - Page 12 

F igure 4-8 
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Source:  Smith Travel Research, Hunden Strategic Partners  

Any data point greater than zero is a positive indicator for the competitive set. As shown, the 
competitive set’s room revenue, beginning in April of 2010 through October of 2013 fluctuated 
between positive 40 percent and negative 20 percent, but it has mostly been positive, reflecting 
increasing revenue. At the end of 2013 and beginning of 2014, room revenue saw dramatic growth 
reaching as high as almost 85 percent.  

The following figure shows the Revenue Per Available Room (RevPAR), which is the product of 
occupancy and rate. 
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F igure 4-9 
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The black line above shows the 12-month moving average. The figure above shows RevPAR 
fluctuating seasonally between January of 2008 and April of 2014. As shown, the 12-month 
moving average has fluctuated primarily between $50 and $65 during the summer months and 
between $15 and $25 in the winter. 

The following figure displays the seasonality of occupancy for July 2008 through April 2014. 

F igure 4-10 
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In terms of occupancy, June, July and August are the busiest months, on average ranging from 50 
to 65 percent. December and January are the slowest months, which is typical for a city that 
experiences four distinct seasons. Overall, occupancy is quite low in the market.  
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The following figure shows the seasonality of rate. 

F igure 4-11 
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The average daily rate peaks in July at approximately $95 on average and remains high through 
August before steadily declining the rest of the year. January on average has the lowest average 
daily rate at approximately $75. The average daily rate then increases steadily each of the following 
months until peaking in July.  

The following figure shows the seasonality of RevPAR, which is the product of rate and occupancy, 
and suggests overall revenue. 
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As with the other performance indicators, RevPAR data is consistent with the analysis of the 
previous graphs. RevPAR is highest during July and August when the rate and the occupancy are 
also high. RevPAR is lowest during January and December.  

The following figure shows the occupancy by day of the week during the 12 months ending April 
2014. 

F igure 4-13 
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Occupancy is highest over the weekend on Friday and Saturday suggesting a strong leisure market. 
Weekday occupancy, however, is relatively low, as occupancy on average does not reach above 50 
percent on Monday through Thursday. This suggests a weak corporate transient market. The 
Saturday average occupancy is 70 percent suggesting there is unaccommodated demand, which 
will be discussed later in this chapter. Occupancy is lowest on Sunday nights, which is typical for 
all markets. 

The following figure shows the average daily rate by day of week. 
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Rates are highest on weekends, on average ranging from $85 to $90 on Fridays and Saturdays, 
respectively. During the week, rates remain low, ranging from $65 to $70 on Monday through 
Thursday. This reaffirms the weak corporate transient market. 

Unaccommodated Demand 

Unaccommodated demand is defined as demand that would have been captured by the market but 
for a lack of available or quality rooms. This demand is therefore deferred to later dates, accepts 
lesser-preferred accommodations, moves just outside the competitive set, moves its business to 
another area, or cancels plans altogether. Therefore, as new properties are added to the market, it 
is expected that this demand will be accommodated by the new supply, suggesting that when new 
hotels are added, they do not cannibalize existing market demand, but accommodate previously 
unaccommodated demand.  

The following table shows the occupancy by day of the week per month for the twelve months 
following May 2013. Days of the week with occupancy between 75 and 80 percent are shown in 
yellow, suggesting mild displacement and unaccommodated demand, while orange shows days 
with 80 to 90 percent occupancy, suggesting very likely displacement. Days in red are for times 
when occupancy was beyond 90 percent for the set, suggesting near-certain displacement. 
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Table 4-5 

Sunday Monday Tuesday Wednesday Thursday Friday Saturday Avg
May - 13 31.6% 29.7% 31.1% 35.8% 34.5% 49.0% 69.7% 40.2%

Jun - 13 37.7% 47.7% 52.4% 51.3% 53.3% 72.0% 77.3% 56.0%

Jul - 13 51.7% 54.3% 54.8% 63.8% 71.3% 88.6% 90.3% 67.8%

Aug - 13 48.7% 52.3% 53.2% 55.8% 60.7% 81.6% 93.0% 63.6%

Sep - 13 42.3% 36.6% 38.4% 41.8% 46.9% 66.4% 63.0% 47.9%

Oct - 13 37.6% 50.0% 54.9% 54.7% 57.3% 64.8% 73.8% 56.2%

Nov - 13 35.4% 46.9% 48.1% 48.8% 54.8% 74.7% 79.3% 55.4%

Dec - 13 30.1% 34.9% 43.6% 36.9% 38.5% 40.8% 42.5% 38.2%

Jan - 14 41.5% 40.7% 40.1% 39.0% 45.1% 42.1% 47.6% 42.3%

Feb - 14 31.3% 37.0% 36.3% 39.0% 41.4% 58.8% 62.2% 43.7%

Mar - 14 27.3% 36.4% 40.7% 39.5% 38.5% 50.9% 74.2% 43.9%

Apr - 14 20.2% 28.7% 32.8% 41.6% 46.5% 50.0% 66.3% 40.9%

Average 36.3% 41.3% 43.9% 45.7% 49.1% 61.6% 69.9%

Sources: Smith Travel Research   

Occupancy Percent by Day of Week by Month -May 2013 - April 2014

  

As shown, the overall market averages approximately 50 percent occupancy throughout the year 
with a very small window of high occupancy on Friday’s and Saturday’s during July and August. 
This results from Michigan City being a leisure destination in the summer due to its Lake Michigan 
beachfront. The occupancy during the week is 15 to 20 percent lower than the weekends, 
demonstrating the corporate transient segment is nonexistent and below sustainable levels. 

The following figure shows the estimate of unaccommodated room nights over the past several 
years.  

F igure 4-15 
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As previously mentioned, an unaccommodated room night is a night when a traveler seeking 
accommodations within the market must either cancel their stay or settle for accommodations of 
lesser quality because the desired facilities have no vacancies. The number of estimated 
unaccommodated room nights is determined in any month when occupancy is higher than 66 
percent. Based on the prior table, there are have been very few sellouts since 2008.  

Based on HSP estimates, unaccommodated room night demand for the competitive set has not 
surpassed 100 since 2008. There is not enough demand to support additional quality rooms in the 
market without significant business impacts to the existing hotels and the vacation rental 
properties. With an overall occupancy below 50 percent, any new hotel is not going to be feasible 
without some outside financial support.  

Private Rental Market 

The Michigan City private rental market has a substantial impact on the overall lodging and 
visitation to the region. Wealthy individuals from Chicago and other prominent markets often buy 
second homes that are along or close to Lake Michigan. Since these second homes are periodically 
used, many owners convert their second homes into vacation rentals when they are not being 
used, and lease them through various private rental websites or agencies. As a result, private 
rentals line the beach area in Michigan City, and these units are often highly occupied during the 
summer months. The private rental market has developed into a robust business sector in 
Michigan City.  

The figure below shows the second home market area. 
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F igure 4-16 

 

Below is information relating to the private rental market in Michigan City. 
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Table 4-6 

Michigan City Private Rental Market
Estimated # of Rentals 208
Average # of Bedrooms 3.46
Average # Accomodated 9.67
Average Cost/Rental Night $308.56
Average Cost/Bedroom $89.14
Average Cost/Accomodated $31.91
Occupancy Rate (July)* 84%
Occupancy Rate (August)* 60%

*Based on sample of 25 rentals

Source: homeaway.com, airbnb, Hunden Strategic Partners
 

The private rental market in Michigan City offers a wide variety of sizes, prices and amenities for 
visitors to choose from. As shown, there were approximately 208 private rentals inventoried in 
Michigan City. Of the properties inventoried, the average number of bedrooms is 3.46 and the 
average number of people accommodated is 9.67. Total rental cost is approximately $309 per night 
and cost per bedroom is more than $89 per night.  

As of June 2014, HSP sampled 25 rentals in and around the beachfront, and calculated the 
occupancy for July and August. For July, approximately 84 percent of private rental properties were 
preleased, with most vacancies occurring during the week. As expected, the occupancy on 
weekends is stronger than during the week. Private rentals were approximately 60 percent 
preleased in August, but the actual occupancy is assumed to be higher than 60 percent because 
the sample was taken two months prior. The lower preleased occupancy in August may also be an 
indication that summer is coming to a close, children are returning to school, and families have 
limited travel schedules. Nevertheless, these occupancy figures are relatively high when considering 
all days available, and how far in advance the preleasing occurred.  

In Michigan City, private rental leases are typically for a week, but many landlords will accept one 
or two night leases when demand is limited. Technology plays an instrumental role in the leasing 
process, and landlords often use websites such as homeaway.com and airbnb.com to lease their 
property. 

Below is a breakdown of the number of bedrooms per rental in the Michigan City private rental 
market. 
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Table 4-7 
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Michigan City: Bedrooms Per Private Rental Property 

Source: homeaway.com, airbnb, Hunden Strategic Partners  

The private rental property market is comprised of a diverse mix of apartments, condos and single 
family homes. The most common private rentals properties are three-bedroom units, and there are 
approximately 56 in Michigan City. Approximately 80 percent of the rental properties in Michigan 
City have between two and five bedrooms. The largest private rental property inventoried was nine 
bedrooms, and there are approximately four in Michigan City.  
 
The following table is a breakdown of the number of private rentals by the maximum number 
accommodated.  
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Table 4-8 
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Michigan City: Accommodated Per Private Rental Property 

Source: homeaway.com, airbnb, Hunden Strategic Partners 
 

In Michigan City, the most common private rental property can accommodate seven to eight 
guests. Approximately 63 percent of private rentals can accommodate 6 to 12 guests. Of the 
private rentals inventoried, the higherest number of people that can be accomodated by a rental 
property is 26. Overall, the private rentals in Michigan City can accommodate a broad range of 
groups and vactioners.  

Private rentals often attract groups of people and families that range in size from two to more than 
20. Staying at a hotel can be complicated and disjointed when coordinating groups, and private 
rentals offer an ideal substitute for the existing low quality hotels. Private rentals allow for a more 
intimate and connected experience with shared common areas and independence from other 
groups. Michigan City homeowners have taken advantage of this opportunity and leased their 
homes to various family and group renters.  Over the last several years, the market has grown, and 
Michigan City has developed into a summer tourist destination with diverse lodging options.  

Michigan City hotels and private rentals compete over different but slightly overlapping groups. For 
example, private rentals often attract large family vacation groups that wish to be near the beach 
with personal space. While hotels would like to attract these large family vacationers, the hotel 
demand is primarily generated from the casino, conventions, meetings, passersby, retail, 
restaurants, and other entertainment in the area. Current private rentals and hotels are bringing in 
large numbers of vacationers and tourists, and this is establishing a strong tourism industry. A 
strong tourism industry circulates revenue to local businesses and incentivizes private investment 
in various real estate assets. New real estate investments attract more visitors and can further 
improve local economics and the tourism market. As hotels and private rentals contribute to 
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building the tourism industry, it can be mutually beneficial for hotels and private rentals going 
forward. 

Total Hospital i ty Market 

When considering the total lodging market in Michigan City, one must consider the competitive set, 
the non-competitive set, the casino hotels and the rental home market. HSP especially wanted to 
consider the second home market as there is a distinct market of visitors who want a higher quality 
experience near the water and are willing to pay for it. While not all home rental customers will 
also stay in a select service hotel, there appears to be a gap in the market where those who want 
to be near the lake and its assets have no quality options except for a rental home. The Blue Chip 
hotels are just far enough away to be non-walkable from the Golden Triangle attractions except the 
casino.  

As such, HSP considered the total hospitality market and estimated its performance below for peak 
season and non-peak season. 

Table 4-9 
Estimated Total Lodging Market in Michigan City

Hotel Rooms
Occupancy      
May-August

Occupancy  
September-April

Total Year 
Occupancy

Avg. Daily Rate    
May-August*

Avg. Daily Rate     
September-April*

Total Year 
Rate

Competitive Hotel Set 829 63% 46% 50% $90 $80 $82
Non-Competitive Hotel Set 431 51% 34% 38% $49 $40 $42
Blue Chip Casino** 486 83% 67% 71% $127 $121 $122
Rental Homes* 603 72% 24% 36% $87 $39 $51
Total/Weighted Averages 2,349 67% 43% 49% $89 $71 $75

* Per bedroom for rental homes

** Estimated total occupancy, including comps. Estimated Avg. Rate inlcudes only non-comped rooms

Source: Hunden Strategic Partners
 

The total lodging market in the city is much larger than the 1,315 rooms in hotels by an additional 
603 rooms in rental homes. This increases supply and implied demand by approximately 45 
percent. The occupancy during peak season is estimated to be 67 percent and ranges from 51 
percent at the non-competitive hotels to 83 percent at the Blue Chip. The rental home market is 72 
percent occupied during this period. Occupancy during the off-peak months is estimated to be 
about 24 percentage points lower. This is primarily driven by a major decline in the rental home 
market, which is not active beyond the fall months and holidays. However, the lodging options also 
see a decline in occupancy. Total year occupancy for all options is estimated at just under 50 
percent, which is a lower level of occupancy when attempting to induce the development of a new 
hotel. The competitive hotel set’s total occupancy is estimated to be 50 percent for 2014, while the 
Blue Chip is estimated at just over 70 percent.  

Average daily rates for hotel rooms and lodging in rental homes ranges substantially. However, for 
quality lodging, the rates during peak times range from $90 to $127 and $80 to $121 during off-
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peak times. This suggest that while the market may not be large for paid higher quality lodging, 
there is a market for those willing to pay as much as $125 per night for a quality hotel.  

What’s Missing? 

The types of properties missing from this market are select service branded hotels that are the 
most popular in today’s lodging market. These are considered “upscale” hotels by the industry. 
They are a step above limited service hotels (considered “upper midscale”) but below true full-
service hotels (considered “upper upscale”). Some of these select service properties have been 
developed with restaurant and meeting space options, such as in Fort Wayne next to the 
convention center. However, most are standard 75-, 90- or 120-room (plus or minus) properties 
with names like Hampton Inn, Hilton Garden Inn, Courtyard by Marriott, Residence Inn (more of a 
suite product), Springhill Suites (also a suite product), Hyatt Place, aloft and Element by Starwood 
and Holiday Inn Express. Any of these would do well in Michigan City, especially in the North End. 
The reason these do so well is that they provide an upscale environment, the needed food options 
for breakfast and a strong brand where people can accumulate or use points in the top brands in 
the country:  Marriott, Hilton, Starwood, Hyatt and Holiday Inn. Currently, Michigan City has none 
of these options. 

HSP analyzed the market to see where the nearest of these types of hotels are located. The results 
are show in the table below. 

Table 4-10 

Closest Regional Large Brand or Quality HotelsClosest Regional Large Brand or Quality Hotels

Property Name
Number of 

Rooms Chain Scale Brand Family
Distance 

from MI City
Online Rate June 

16-22, 2014*
Trip Advisor 

Rating Opening Date
Hampton Inn, La Porte, IN 62 Upper Midscale Hilton 7.4 $124 4 of out 5 2002
Holiday Inn Express, New Buffalo, MI 80 Upper Midscale IHG 9.7 $118 4 of out 5 2000
Fairfield Inn & Suites, New Buffalo, MI 105 Upper Midscale Marriott 9.8 $140 4 of out 5 2009
Holiday Inn Express, La Porte, IN 65 Upper Midscale IHG 9.8 $126 4 of out 5 1997
Four Winds Casino Resort, New Buffalo, MI 415 Independent N/A 10.9 $159 4.5 out of 5 2007
Hilton Garden Inn, Chesterton, IN 120 Upscale Hilton 12.0 $171 4.5 out of 5 2001
Hampton Inn, Portage, IN 60 Upper Midscale Hilton 19.6 $136 4 of out 5 1999
Holiday Inn Express, Portage, IN 76 Upper Midscale IHG 19.7 $109 4 out of 5 1999
Average 123 12.4 $135 4.13 out of 5
*Excludes taxes & fees

Sources:  Smith Travel Research, Various booking websites, Hunden Strategic Partners

 

The nearest hotel of this quality is 7.4 miles away in La Porte, Indiana and is a Hampton Inn, 
opened in 2002. The next two closest hotels are in New Buffalo, Michigan about ten miles to the 
north. There is a Holiday Inn Express in La Porte as well, although both La Porte hotels are under 
70 rooms. The two in Michigan are larger (80 and 105 rooms). The Four Winds Casino Hard Rock 
Hotel is 415 rooms and is about eleven miles away and presents the largest competition for Blue 
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Chip. The largest select service upscale hotel is the 120-room Hilton Garden Inn in Chesterton, 
Indiana on the Indiana Toll Road, 12 miles to the west.  

The following figure shows the location of these competitive hotels. Note that the Hampton Inn 
LaPorte is actually closer to Michigan City than to LaPorte, however, it is not in a competitive 
market area for Michigan City hotels, so does not help visitation to Michigan beyond those 
stopping along the Toll Road.  

F igure 4-17 

 

Clearly, there is a gap of quality hotels within ten miles of Michigan City. If filled, that hotel could 
recapture significant demand from the surrounding market and induce new demand to Michigan 
City.  

Potential Unique Hospital i ty Developments 

In addition to standard hotel options, unique developments can bring people to Michigan City who 
may not have considered it otherwise. HSP considered some of these options that have been 
discussed locally. 

The Brewery 

The historic brewery site is essentially across Michigan Boulevard from the Blue Chip Casino and is 
a redevelopment opportunity. HSP has reviewed the site and talked to the potential developer and 
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believes this small, unique project will enhance Michigan City’s offerings and will induce new 
demand to the market without harming existing properties.  

HSP spoke with John Van Prooyen, a hotel developer originally from Indiana but now living in 
Illinois.  He owns Champagne Lodge in Illinois, but wants to create a different concept at the 
Brewery in Michigan City. He, like HSP, observed that many hotels in the area are not well kept up 
and feels that his concept would benefit from overflow from Blue Chip, which is booked on the 
weekends. The building should be able to receive historical tax credits. The concept is a craft 
brewery/hotel concept that would appeal to couples on a weekend getaway from Chicago. 

The room count in the facility would be fairly low and so would not negatively impact the market 
and would enhance the product offered in the market beyond economy hotels and the Blue Chip. 

Bed and Breakfast 

A Bed and Breakfast (B&B or B’n’B) is a small lodging establishment that offers overnight 
accommodations and breakfast, but usually does not offer other meals. Since the 1980s, the 
meaning of the term has also extended to include accommodations that are also known as "self-
catering" establishments. Typically, bed and breakfasts are private homes offering accommodations 
with fewer than ten bedrooms available for commercial use. 

The following figure shows images of B&Bs. 
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F igure 4-18 

 

Most inns provide the following in common areas: internet, magazines, hot/cold beverages, board 
games, fireplace, refrigerator, newspapers, telephone, cookies/cakes/candies/fruit, fresh flowers 
and televisions. Most inns provide the following in guest rooms: Internet, television, luxury 
bed/linens, premium branded toiletries, robes, fireplaces, magazines and jetted tubs. 

According to the Professional Association of Innkeepers International (PAII), the B&B Industry has 
an estimated worth of $3.4 billion. There are an estimated 17,000 inns in the U.S. and then 
branches out to all the product and services needed to enable these inns to be the desired 
destination for millions and millions of travelers, both domestic and international.  

The following information is an overview of the B&B industry based on PAII industry study data. 
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Table 4-11 

Bed and Breakfast Industry Overview
Item
Occupancy Rate 43.7%
Average Daily Rate $150
Revenue per Available Room $58
Ownership

Couples 72%
Individual Females 18%
Individual Males 5%
Non-Couple Partnerships 5%

Owners live on premise 79%

Source: PAII
 

On average, B&Bs have a low occupancy rate of 43.7 percent. Nearly 75 percent of owners are 
couples and approximately 79 percent of owners live on premise. In addition, the PAII estimates 
that the typical B&B has between four and eleven rooms, with six being the average. The majority 
of B&Bs are found in villages at approximately 49 percent while 29 are in rural locations, 23 
percent were urban and five percent suburban. Approximately 36 percent of B&Bs have received a 
historical designation by a local, state or national historic preservation organization. As a result of 
technology and its influence on daily activities, it is estimated that 93 percent of B&Bs offer free 
high-speed wireless Internet.  

Treehouse Cottages/Cabins 

The treehouse cottage concept combines the family backyard treehouse with the modern luxuries 
and amenities of hotels. The accommodations are built several feet up among large trees. The 
concept outfits elevated cabins or cottages with modern conveniences and feature modern 
comforts such as fully equipped kitchens, appliances, air conditioning, fireplaces, televisions, Wi-Fi 
and Jacuzzis. These getaways range in size from 500 square feet to more than 1,400 square feet, 
accommodating two guests to more than eight guests. Many treehouse cottages are located in 
secluded areas amongst trees that offer views of scenic environments such as lakes, mountains, 
rivers and nature.  

The following figure shows examples of treehouse cottages. 
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F igure 4-19 

 

Many treehouse cottage companies market to and accommodate events such as fishing excursions, 
romantic getaways, family reunions, corporate meetings, weddings, receptions and other special 
events. In addition, there are a select amount of companies that require minimum stays, typically at 
least two nights.   

HSP identified and provided a summary of treehouse cabin and cottage offerings around the 
country. 

Table 4-12 

Treehouse Cottage Comparisons
Company Location No. of Units Rates Per Night
Oak Crest Cottages & Treehouses Eureka Springs, AR 27 $69 - $199
Treehouse Cabins Dora, MO 14 $119 - $359
The Original Treehouse Cottages Eureka Springs, AR 8 $149 - $175
The Woods Resort & Treehouse Eureka Springs, AR 5 $149
Treehouse Cabins Hot Springs, NC 4 $124 - $150
Winvian Morris, CT 1 $975 - $1,475

Source: Various companies, Hunden Strategic Partners

Treehouse Cottage Comparisons
Accommodate

2
2 - 10

2
2

2 - 4
1 - 10
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Treehouse accommodations are hand built, providing unique experiences for visitors. All treehouse 
accommodations identified are generally located throughout the central United States in areas that 
have moderate climates, allowing for year round operations. The number of units varies from one 
up to 27 and rates ranging from $69 up to $1,475 per night. The treehouses accommodate at least 
two people while some can accommodate up to ten visitors. The majority of the treehouse 
accommodations are very comparable to hotels in price, but offer a more unique experience and 
higher quality amenities.  

The resort village of Eureka Springs, Arkansas has an abundance of treehouse cottage 
accommodations. The entire city is on the National Register of Historic Places as the Eureka 
Springs Historic District, and a popular tourist destination. The city has steep winding streets filled 
with Victorian-style cottages and manors. The National Trust has selected Eureka Springs as one of 
America’s Distinctive Destinations for Historic Preservation. Eureka Springs has historically been 
called "The Little Switzerland of America" and "The Stairstep Town" because of its mountainous 
terrain and the winding, up-and-down paths of its streets and walkways.  

Implications 

The Michigan City hotel market’s competitive set is composed of hotels ranging in size from 50 
rooms to 117 rooms, averaging 80 rooms. The hotel quality level ranges from economy to upper 
midscale, with no options available for quality above the upper midscale class. The hotels opened 
as far back as 1966 to the most recent opening in 2010. All the hotels in the competitive set are 
conveniently located just off Interstate 94 at the U.S. Route 421 exit. However, excluding the Blue 
Chip Casino, no hotels are located close to key City assets like Washington Park or the lakefront, 
and the next closest hotel is about 2.5 miles away. The 486-romm Blue Chip Casino dominates the 
higher end of the market, but there is a noticeable gap between that option and the much lower 
quality options in the market, which perform poorly.  

Private rentals were also analyzed and determined to be beneficial to the tourism industry and thus 
supportive of hotel business. Private rentals compete for mostly family vacation business, and by 
maximizing the breadth of lodging options, Michigan City will benefit as a result. A better hotel 
product would help to induce and capture some of this demand that may be going to Michigan or 
elsewhere.  

Even with a new hotel adding supply to the market in 2010, occupancy rates have continued to 
increase, proving the supply is being absorbed in the market. Since 2009, the average daily rate 
declined approximately $10. This lower rate has contributed to the increasing occupancy rates. 
There is unaccommodated demand on Friday’s and Saturday’s during July and August, but the 
remaining part of the year has relatively low occupancy rates. Since 2008, the market has not 
experienced more than 100 unaccommodated room nights in a year, suggesting that the market 
may have enough supply of lower quality product.  

However, aside from the casino, the current supply does not offer a better-quality option in close 
proximity to Washington Park, such a branded select service hotel, which could draw more visitors 
to the area. Through conversations with general managers of hotels, some felt that the addition of 
a higher quality full-service hotel will help bring more visitors to Michigan City and may lead to 
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overflow, which would help to improve the state of the existing hotel market. Other hotel general 
managers suggested another hotel would lead to market cannibalization and that a true demand 
generator is needed to bring more visitors. HSP believes that both are true and that with a better 
conceived North End, more able to link existing and new attractions together, a more welcoming 
environment for travelers and a quality hotel product in the North End (with nearby quality 
restaurant options), the hotel market and tourism market will expand and support the new 
property. 

The gap in quality branded supply within ten miles of Michigan City is a noticeable quality supply 
gap that should be filled and will likely recapture and induce demand to the market that is either 
avoiding it currently or is not considering it. 

In terms of alternative forms of hospitality, Michigan City should be encourage to foster the 
development of all types of unique hospitality forms, whether a brewery-based boutique hotel, a set 
of tree-house lodging options, bed and breakfasts and other creative pursuits. Anything that creates 
a unique experience and atmosphere will help broaden the market that Michigan City will attract. It 
will also make it different than so many of hotel clusters found along the interstates that stretch 
across the U.S. By incorporating these unique lodging options near nature (beach, dunes, tree-
covered dunes/hills), people can get a whole new perspective on Michigan City.  
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SITE OPTIONS ANALYSIS  

When considering potential sites for a hotel within the local Michigan City market, there are a 
number of criteria that should be identified and clearly addressed as sites are considered. The site 
for the hotel must be high visibility, easy accessed from the major thoroughfares, walkable to area 
restaurants and attractions and it should have connectivity to the lakefront. Visitors traveling from 
outside the City area must also be able to conveniently navigate through signage and landmarks as 
simply as possible. In addition, the site must be large enough to accommodate the hotel and 
parking and be inexpensive enough to make the project feasible. 

The following discussion analyzes the conditions for development of a hotel to better provide 
service for travelers passing through Michigan City, potential group demand, the local business 
community and any unaccommodated demand from the downtown and the Blue Chip Hotel & 
Casino. The positive and negative aspects of each site under consideration will be discussed to 
evaluate the proposed hotel, taking into account the City of Michigan City, surrounding community 
and existing facilities.  

The following figure illustrates the proposed hotel sites. 
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F igure 5-1 
!

 

The four sites are located within the “Golden Triangle” created by the Lighthouse Place Premium 
Outlets, Washington Park and the Blue Chip Casino. Each potential site is accessible and visible 
from the main thoroughfare, Franklin Street, which connects the areas to the north and south of 
Trail Creek. The sites are walkable to these primary Michigan City attractions as well as downtown. 
Although the hotel sites will not have the interstate exposure, they will be set within the primary 
activity nodes in Michigan City’s North End.   

The next map shows the traffic counts on the roads going through Michigan City and nearby hotels 
in the area. 
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F igure 5-2 

 

Data for this map was gathered through the Indiana Department of Transportation online traffic 
count maps, which shows the most recent data available. Michigan City is in a unique position at 
the south end of Lake Michigan. In order for the vast population of the eastern U.S. to pass 
westward through the 60-million-plus population Great Lakes region, travelers must bypass the 
southern end of Lake Michigan. As a result, 100,000 vehicles per day travel in an east-west 
direction nearby Michigan City via Interstate 80, 90 and 94, and other U.S. highways such as U.S. 
12 and 20. Other roadways such as U.S. 30 route vehicles traveling westward from Columbus, 
Ohio, or Fort Wayne, Indiana, travel close to Michigan City. This phenomenon is similar to how 



 

Michigan City Hotel Market and Feasibi l i ty Study  Chapter 5 - Page 5 

Indianapolis, the self-proclaimed “Crossroads of America”, with eight or nine spokes of interstate 
highways. The confluence of thoroughfares accommodates millions of travelers annually that are 
otherwise not heading to Indianapolis, but instead are passing through, and possibly might stop. At 
the very least, it becomes a landmark for east-west travelers and is on their radar.  

The figure below shows the traffic volumes in the region and implies why Michigan City is a natural 
location for weekend activities for those in Chicago, Indianapolis and other nearby metro areas. 
Hundreds of thousands of vehicles travel daily through Michigan City and nearby environs. In fact, 
for those traveling from the east (such as in Ohio or eastern Indiana), Michigan City is the first city 
with access to Lake Michigan and its beaches. As Lake Michigan is a much more attractive and 
usable lake than Lake Erie for recreation, Michigan City’s location along the Indiana Toll Road and 
I-94 make it a natural recreation spot for many traveling from the south or east.  

F igure 5-3 

 

As can be seen in the illustration, multiple east-to-west highly traveled highways navigate south of 
Lake Michigan in order to pass westward to the western Plains States, especially north of Interstate 
80. That creates daily traffic counts of nearly 100,000 cars per day that pass nearby Michigan City.  
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I-94 is the most frequently traveled stretch of roadway close to Michigan City, with more than 
50,000 vehicles daily from Illinois to Indiana and Southern Michigan. Its interchange with U.S. 421 
is the front door to retail, hotel and restaurant outlets in Michigan City, as long as the City can use 
signage to capitalize on the largest oasis of traveler businesses passing by between Kalamazoo and 
I-65. U.S. highways 20 and 12 are both early 20th century highways and connectors running 
through the Michigan City municipal limits, however are not at all to the same heavily traveled 
routes as the Interstate 94 and Indiana Toll Road, I-80/90. US 20 and 12 are both generally used 
by local populations due to immediate access to businesses, attractions, and, thus, many stoplights 
and slower speeds through cities and towns. The limited access highways such as I-89/90 and I-94 
contains the highest volume of long-distance travelers through the Michigan City vicinity, which is 
beneficial for any potential hotel with visual demarcations such as signs guiding the way and 
extolling the virtues of staying in such a city with multiple personal experiences at hand. 

The average daily traffic along US 12 in downtown Michigan City nearest the potential hotel site is 
about 7,800 cars per day. The site is close enough to the Lighthouse Place Outlets, only about four 
blocks, that the two can symbiotically create more business from each other’s presence.  

A well-known, popular destination waterfront hotel, major casino, popular large outlet mall and 
sand dunes/beach attractions can attract travelers off the main interstates to Michigan City. There is 
no other fast-travel land route to connect the eastern U.S. populations to the mega-cities of the 
Midwest than by passing within a few miles of Michigan City, Indiana. The location has a high 
potential of economic development. It is simply a matter of how Michigan City can attract those 
travelers off the interstate highways north into the city and to the quaint sandy dunes and wooded 
towns along the Lake Michigan shore. The Blue Chip Casino, Lighthouse Place Premium Outlets 
and sandy beaches already lure some travelers. Michigan City has the space and nearby audience 
to redevelop and enhance its downtown and waterfront into a destination for thousands of tourists 
already passing through the area. 

Another key point that brings visitors from Indiana to Michigan City is the fact that it is the only 
city of any size with a true beach on Lake Michigan in Indiana. There are few other large or natural 
lakes in Indiana, so for those in the Indianapolis region, Michigan City offers an opportunity to 
experience a large lake, beach and other attractions within their own state.  

Description of Sites 

HSP examined a number of potential sites for a prospective hotel in Michigan City’s North End. 
Discussions with community stakeholders, economic development office and research allowed HSP 
to narrow the list of sites down to four potential locations.  

Site One  

Site One is on the northeast side of Trail Creek in relation to the remainder of downtown Michigan 
City. Site One is one of the closest to Lake Michigan, and therefore, has the best potential views of 
the lake and marina. The immediate area has the Old Lighthouse Museum, an amphitheater plaza 
with a fountain, Waters Edge restaurant, The Coast Guard and the Washington Park Marina. Site 
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One is inside the Lake Shore Drive and Park Exit Road loop, which is mostly surface parking and 
green space. The site consists of parcels that are owned by the City of Michigan City. Land control 
of this site is ideal and enables greater control in the development process, as well as eliminates 
the time to purchase and amass the necessary land for the development. The following figure 
shows the location of Site one. 

F igure 5-4 
!

 

The views of guests through windows, shown as the bright wedge-shaped area, should be carefully 
positioned to view attractive scenes. In this scenario, the primary views would include Lake 
Michigan, Washington Park and Trail Creek Marinas, Blue Chip Casino & Hotel, downtown 
Michigan City as well as any potential development in the North End area south of Trail Creek. The 
views facing northeast towards Washington Park and the beach are also attractive if the hotel 
shape were to provide rooms with a northeast view. The hotel position could also limit the view of 
the large industrial structures of the NIPSCO plant across the Trail Creek to the southeast.  
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Site Two 

Site Two is in a very similar location to Site One except it is positioned in the smaller adjacent 
parcel to the west and across a parking lot from the US Cost Guard. Currently, this site consists of 
a parking area and a circular oasis of grass surrounding a memorial. Shifting the memorial to a 
more visible area along the waterside or in the grass portion of the parkland is one solution to 
creating a waterside hotel on Site Two.  The site is very close to the US Coastguard building, and 
special attention would be needed for site planning on this site particularly. 

F igure 5-5 

!
 

Site Two views of the lake, beach and marina are maintained, as are views of the downtown 
districts of Lighthouse Place, Franklin Square and the Blue Chip Casino and Hotel. Site Two, as well 
as Site One, would be an anchor development north of Trail Creek, which would help to draw 
additional development as well as  visitors across the Franklin Street Bridge. A hotel could be one 
component of a dense, village-like mixed-use residential and retail buildings, with reconstructed 
streets that would surround the gateway boulevard into Michigan City’s beaches and waterfront.  
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Site Three 

Site Three is at the northwestern corner of Water Street and Franklin Street, the major thoroughfare 
of the proposed redevelopment area north of Michigan Boulevard (US 12). The site is on the south 
side of Trail Creek and is currently occupied by an abandoned one-story building of no historic 
value. Situated to the west of the site is an office of the U.S. Department of Natural Resources. 
Adjacent to the east and north of Site Three is the Franklin Street Bridge, which is the gateway to 
the lakeside attractions around Washington Park and the city beach, zoo, amphitheater and 
observation tower. The farther away from the lake the hotel site lies, the higher the rooms will need 
to be in order to have views of Lake Michigan. A multi-story hotel elevated on two or three stories 
of covered parking would benefit the project in three ways; offer easy parking and access for 
guests, add height to the guest rooms so that each would have a memorable and pleasant view of 
the lake, and serve as a focal point for the entire development north of U.S. 12. The taller building 
would further announce, visually speaking, the connection between downtown Michigan City and 
the attractions across Trail Creek near Lake Michigan. However, even with the parking structure 
concept, this site is a tight fit and could be challenging to design.  

The following figure shows the location of Site Three. 
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F igure 5-5 
!

 

This is the only site that is directly adjacent to Franklin Street and could be a visually compelling 
anchor with its height and architecture that compliments its surroundings. Similar to Sites One and 
Two, views are limited to views of Lake Michigan to the north-northwest and Downtown Michigan 
City to the south-southeast. The Michigan City Amtrak station platform is especially convenient to 
this site, as it is located across the tracks and to the west by approximately 100 feet. 

Site Four 

Site Four is located next to Swing Belly's, a popular dining spot located next to a rail line that 
serves Amtrak. The Michigan City Amtrak station is immediately between Site Four and Swing 
Belly's on the south side of the track. As is the case with Site Three, this site would require a 
significant height boost by purposing lower levels as a parking garage, then placing the multi-story 
hotel upon the garage. The elevation lift will provide guest rooms with views of Lake Michigan.   
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F igure 5-6 

 

A realignment and construction of streets with retail and restaurants, with residential on upper 
floors, will create a village atmosphere and plenty of architectural accents and focal points, 
and architecturally, the hotel should fit within any new grid and style. The number of rooms in the 
proposed hotel makes it necessarily and significantly taller than most of the surrounding buildings 
and can serve as an anchor to the entire development, especially in Sites Three and Four. 

To complete the larger plan for a hotel that works within a more cohesive and guest-friendly 
environment, Franklin Street should be redesigned as a visual promenade complete with lush 
landscaping, vehicle traffic lanes, and wide sidewalks to accommodate both pedestrians and street 
cafes. It is preferable for bicycle lanes to be separated from traffic lanes with landscaping as well, 
and the intersection of Franklin Street and Michigan Avenue (U.S. 12) should be replaced by a 
visually appealing and colorful roundabout, with decorative signage used throughout the 
redevelopment. The roundabout announces to travelers their arrival to the entry point to a major 
regional attraction in downtown Michigan City. 
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Flood Zones 

Flooding in the southern Lake Michigan region can happen after heavy rains and quick snowmelt, 
however, the unusual topography and geology of the area limit flooding to inland lowlands that lie 
between the sandy ridges. Any flooding that occurs within Michigan City is generally limited to 
lower-lying areas that have poor drainage from storm sewers. Trail Creek, during its monitored 
history, only expands during its wet season by a measure of twice its normal flow, a very low 
proportion compared to other regional streams and rivers.  

The following illustration shows the flood map areas available through the FEMA Flood Map Service 
Center.   

F igure 5-7 

 

The blue shaded area represents the 100-year flood plain for the north end of Michigan City. The 
flood hazard area is the area subject to the flooding by the one percent annual chance flood. The 
primary areas within the flood zone include the lakefront, the immediate area along Trail Creek and  
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The following illustration shows the natural vegetation of the area. 

F igure 5-8 

 

As can be seen in the illustration, most of the downtown Michigan City urban area is built mostly 
on sand dune, the largest of which was Hoosier Slide, which was mined in the early 20th century 
and, unfortunately, completely leveled. Hoosier Slide was a 200-foot tall dune, the tallest along the 
Indiana lakeshore, and was about 70 to 80 feet higher than nearby Mount Baldy. The NIPSCO plant 
is now residing on the site of the Hoosier Slide dune. The following photos show Hoosier Slide 
from the late 1800s as viewed from the mouth of Trail Creek. 
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F igure 5-9 

 

Because of the sandy base in the city, rainwater quickly seeps into the sandy base and large-scale 
flooding is not an issue. None of the sites of interest have portions of the property interacting with 
a wetland or floodplain. 

Other areas farther away from the Lake Michigan shore are wetlands that tend to accumulate the 
majority of excess water in the inland region’s wetlands, and the porous sandy soil easily allows 
water to absorb to natural water table levels fairly quickly by comparison to more typical clay or 
loam. The outlet for excess water is Trail Creek. The mouth of Trail Creek in downtown Michigan 
City is lined by floodwalls that effectively limit erosion or flooding outside of its banks, and the 
presence of Lake Michigan stabilizes the water levels at the harbor of Trail Creek at approximately 
579 feet above sea level.  

Implications 

Analysis of each prospective site leads to the conclusion that a hotel would best be suited closest 
to the waterfront, with access and views of Lake Michigan and Trail Creek, the marina, beaches, 
dunes, and the downtown areas for windows facing south. Any site can be accommodated to 
design rooms facing northeast up the lakeshore and beaches. Any hotel located farther from the 
water, such as at Sites Three and Four, will need even more vertical lift from the ground in order to 
provide guests with a view over existing buildings and levees. All four of these sites are very close 
in proximity to each other and the waterside attractions in this district, however, better visibility of 
the hotel from U.S. 12 and downtown Michigan City is helpful, if not necessary.  

It is important for the for the developer and city to consider the guest experience and orient the 
hotel structure to minimize views of the NIPSCO plant that lies to the west, but offer views of the 
City’s assets: the dunes and beaches, downtown, and the Blue Chip Casino & Hotel. Views and 
guest experience are a far more important quality and have a greater impact in the success of a 
hotel within this part of the city, more so than along an interstate highway interchange, because the 
incentive for the guest’s stay is different. If a visitor has decided to stay overnight at the proposed 
hotel location several miles away from any major highway in order to stay in downtown Michigan 
City, it is for reasons other than convenience. Attractiveness and visibility are key components, and 
the hotel will have to make up for lost potential room-nights due to the lower traffic counts in 
downtown Michigan City, versus traffic along I-94 or I-80/90. 



 

Michigan City Hotel Market and Feasibi l i ty Study  Chapter 5 - Page 15 

Interstate 94 and the Indiana Toll Road are highly traveled arterial thoroughfares for a large region 
stretching from the northeastern U.S. to the Upper Midwest, with nearly 100,000 vehicles per day 
passing Michigan City’s entry points. Advertising and reaching potential visitors by providing an 
image of connectivity to the beach, lakefront, casino, restaurants and retail will optimize the 
opportunities for the hotel to capture more highway travelers and weekend excursions. In addition, 
the proximity to an envisioned new village development filled with dining, entertainment and retail 
options at the corner of U.S. Route 12 and Franklin Street is a key factor in building a destination 
that potential hotel guests will find inviting and compelling, building off the leisurely beach-village 
setting that is already found in pockets of the city.  

Each of the four sites were evaluated and ranked based on their proximity to water views, proximity 
to other attractions, ability of the site to contain the necessary rooms and parking, and visibility. 
Based on the site analysis, Site 1 and 2 (because they are so close to each other, the same water 
views and nearby attractions) represent the optimal location based on their access, visibility, and 
proximity to demand generators.  

Site 3 offers a good option for a hotel development if a multi-story parking facility can be built on 
this small parcel. The access to the beach, Franklin Street Bridge, attractions and the developing 
North End redevelopment are very positive at this site, and the visibility to the other attractions 
such as Blue Chip Casino and Lighthouse Place Outlets is also good.  

Site 4, is similar to Site 3, but is set back away from Franklin Street and potentially has more room 
to work with for hotel and parking design. Visibility of the water views will still have to come as a 
result of raising the hotel off the ground, however access to the hotel is clear and easy being just 
off U.S. 12 and Franklin Street. Although this chapter has just ranked each site in order of 
preference, all four sites are workable solutions for a potential hotel. 
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SWOT ANALYSIS AND RECOMMENDATIONS 

HSP considered the market realities and provided a discussion of strengths, weaknesses and 
opportunities. 

Strengths 

! Access. Being located in the North End, Michigan City provides travelers easy 
access to a potential hotel along Route 12. U.S. Access to Michigan City is excellent 
via multiple highways, including I-94 and I-80/90.   

! Civic Pride. The City of Michigan City and the residents have demonstrated a 
strong sense of pride in redeveloping the downtown and North End.  

! Committed Community Leadership. The City of Michigan City’s leadership has 
demonstrated a commitment to stimulating redevelopment and reinvestment in the 
city, especially in the downtown and North End area.  

! Exist ing Qual i ty Lodging/Vacat ion Demand. Perhaps one of the most 
encouraging signs for a project is the latent demand for quality hotel rooms in 
Michigan City. Unfortunately, this is knowable only by knowing how much people are 
willing to pay for rooms at Blue Chip, approximately $125 (for those not comp’ed) as 
well as many families willing to rent expensive vacation homes in the area. The 
existing standard hotel market is fairly weak and this is where the opportunity is.  

! Walkable. A North End hotel would be walkable to the attractions of the North End, 
downtown restaurants, retail and entertainment. Travelers would be able to stroll the 
streets of the North End and downtown to visit shops, restaurants and entertainment 
without having to get into their car. 

! Locat ion. Being located on the lakefront, access to the North End and other 
attractions will help the project.  

! Views. The views from a hotel on the North End should include the lake, which 
should enhance its ability to charge higher rates and generate demand.  

Weaknesses 

! Weak Exist ing Hotel Market. The existing hotels in the market, besides Blue 
Chip, are of low quality. Between their low level of quality, lower-end brands and weak 
local commercial market, these properties do not perform well. But those who have 
upgraded their quality, like the Baymont, tell a different story:  that Michigan City is 
starving for a quality hotel.  

! Seasonal i ty . A location on the North End would be closer to the lakefront, which 
would be great during good weather, but could be tough to fill during winter, when 
there is little draw to the lake. 
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Opportunities 

! Fl ight to Qual i ty . There is a flight to quality that occurs when new, well-located 
hotels open with the services and amenities customers expect. This then draws 
business from the existing hotels outside of Michigan City back to Michigan City 
where they intended to be anyway, but had no lodging options.  

! Lack of an Exist ing Upscale Hotel . There is no direct competitor for an upscale 
branded hotel in the market, suggesting it would own its place in the market and 
should not displace much existing demand as current local hotels. Based on the 
limited number of existing quality hotels, a new upscale hotel should continue to 
improve the reputation of Michigan City and attract a higher-income clientele. 

! Growing High-Income Market Base. As the market has been rebounding and 
improving, it has been attracting a higher-income market to the area over the past 20 
years, especially for second homeowners. The higher-income market includes visitors 
spending the night for Notre Dame football games or graduation. These indicators of 
Michigan City’s improving market suggest an opportunity for a higher-quality hotel 
with above market rates.  

! Economic, F iscal and Employment Benef i ts . The hotel will entice visitors to 
visit Michigan City businesses, restaurants and entertainment facilities. These visits 
result in increased downtown spending, and in turn, an improved local business 
environment, additional tax collections and an increased number of employment 
opportunities. The visibility that visitors will have of the downtown from the new hotel 
will show off the community to a new population that may consider visiting again or 
even moving to the community. 

! Strong Relat ionships with Local Businesses. Being in the supportive 
Michigan City community, a downtown boutique hotel would have the opportunity to 
utilize local businesses to contract out certain amenity services, such spa and 
massage packages at the Blue Chip Casino hotel. Additionally, certain demand 
generators suggested the possibility of co-promoting the hotel, along with their 
venue.  

The following figure illustrates the contemplated hotel sites that would be most attractive to 
developers, with those closest to the water being the most desirable.  
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F igure 6-1 
!

 

The four sites are located within the “Golden Triangle” created by the Lighthouse Place Premium 
Outlets, Washington Park and the Blue Chip Casino. Each potential site is accessible and visible 
from the main thoroughfare, Franklin Street, which connects the areas to the north and south of 
Trail Creek. The sites are walkable to these primary Michigan City attractions as well as downtown. 
Although the hotel sites will not have the interstate exposure, they will be set within the primary 
activity nodes in Michigan City’s North End.   

Analysis of each prospective site leads to the conclusion that a hotel would best be suited closest 
to the waterfront, with access and views of Lake Michigan and Trail Creek, the marina, beaches, 
dunes, and the downtown areas for windows facing south. The biggest impediment to views is the 
NIPSCO plant, so Sites 1, 2 and 3 are more feasible for an investor and visitor wanting unblocked 
views. Any site can be accommodated to design rooms facing northeast up the lakeshore and 
beaches. Any hotel located farther from the water, such as at Sites Three and Four, will need even 
more vertical lift from the ground in order to provide guests with a view over existing buildings 
and levees. All four of these sites are very close in proximity to each other and the waterside 
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attractions in this district, however, better visibility of the hotel from U.S. 12 and downtown 
Michigan City is helpful, if not necessary.  

The market will pay for views of the water, especially since there are so few options for hotel 
rooms on the water in this region. Typically rooms with views can command as much as $30 more 
per night compared with those without water views. This in turn makes the hotel much more viable 
for a developer.  

Recommendations 

Based on the current and expected conditions, HSP provides the following recommendations for 
the Michigan City market. 

! Room Count and Brand. A branded, select service hotel of 90 rooms within a 
major brand family of either Marriott, Hilton, Hyatt or Starwood. These could also 
include suite products by these brands. Specific brands include: 

! Hilton Garden Inn 

! Hampton Inn 

! Courtyard by Marriott 

! Springhill Suites by Marriott 

! Residence Inn by Marriott 

! Aloft by Starwood 

! Element by Starwood 

! Holiday Inn Express (and/or Suites) 

! Hyatt Place 

! Restaurant. While restaurants are critical to the success of the area and restaurants 
within walking distance should be developed throughout the North End in a walkable 
environment, they are often tough for hotels to make profitable. As such, most of the 
recommended brands provide a free continental breakfast and happy hour food/drink 
options, but no true restaurant. This is best for the hotel’s viability, but again, other 
restaurants should be developed adjacent to the hotel.  

! Function Space. HSP recommends the hotel offer basic function space, from 1,600 
square feet up to 2,400 square feet.  

! Alternat ive Hospita l i ty Products. In terms of alternative forms of hospitality, 
Michigan City should be encouraged to foster the development of all types of unique 
hospitality forms, whether a brewery-based boutique hotel, a set of tree-house lodging 
options, bed and breakfasts and other creative pursuits. Anything that creates a unique 
experience and atmosphere will help broaden the market that Michigan City will attract. 
It will also make it different than so many of hotel clusters found along the interstates 
that stretch across the U.S. By incorporating these unique lodging options near nature 
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(beach, dunes, tree-covered dunes/hills), people can get a whole new perspective on 
Michigan City.  

By enacting these recommendations, HSP believes the hotel will be a long-term success in 
Michigan City. However, to get through the first several years, the hotel will likely need public 
support in the form of development financing assistance, as will be discussed in the following 
chapter. 
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DEMAND AND FINANCIAL PROJECTIONS 

For this analysis, HSP projected the performance of the recommended 90-room select-service 
hotel, such a branded Courtyard, Hilton Garden Inn, Hampton Inn, Hyatt Place or similar.   

A penetration and performance analysis is shown for the recommended project.  

Demand Analysis 

The following tables show the estimated growth of each market segment from 2013 through 2020 
for the non-Blue Chip competitive set assuming the proposed hotel opens in 2016.  

Table 7-1 
Estimated Competitive Set Demand Growth by Segment - 90-Room Hotel

Year Corporate 
Transient

% 
Change Group % 

Change Leisure % 
Change 

Estimated Competitive Set Demand Growth by Segment - 90-Room Hotel

Total 
Demand

% 
Change 

Total 
Supply

% 
Change

Total 
Rooms Occupancy

2013 13,337 -- 11,331 -- 42,318 --
2014 14,337 7.5% 11,785 4.0% 46,973 11.0%
2015 14,767 3.0% 12,138 3.0% 48,852 4.0%
2016 16,096 9.0% 12,745 5.0% 54,714 12.0%
2017 17,223 7.0% 13,255 4.0% 60,185 10.0%
2018 18,084 5.0% 13,785 4.0% 65,000 8.0%
2019 18,446 2.0% 14,061 2.0% 66,300 2.0%
2020 18,815 2.0% 14,342 2.0% 67,626 2.0%

66,986 11.5% 145,270 0.0% 398 46.1%
73,094 9.1% 145,270 0.0% 398 50.3%
75,757 3.6% 145,270 0.0% 398 52.1%
83,555 10.3% 178,120 22.6% 488 46.9%
90,663 8.5% 178,120 0.0% 488 50.9%
96,869 6.8% 178,120 0.0% 488 54.4%
98,807 2.0% 178,120 0.0% 488 55.5%
100,783 2.0% 178,120 0.0% 488 56.6%

Source: Hunden Strategic Partners
 

The proposed Project will be the newest hotel development since the Microtel Inn & Suites in 
2010. Demand is expected to continue to increase, especially once the new hotel opens, which will 
add another high-quality option for travelers beyond the Blue Chip Casino, and the only branded 
property of its size and quality. While such hotels do not have the ability to induce signfiicant 
demand, they can capture demand from other areas, recapture demand that was leaving for 
branded properties in other locations, and support an increase in market growth.  

The following table shows the estimated market penetration of the proposed hotel, based on how 
the hotel will penetrate various markets. 



 

Michigan City Hotel Market and Feasibi l i ty Study   Chapter 7 –  Page 3 
 

Table 7-2 

Estimated Market Penetration for Proposed 90-Room Hotel

Year
Corporate 
Transient Group Leisure

2016 100% 85% 80%
2017 110% 95% 95%
2018 120% 100% 105%
2019 133% 105% 110%
2020 133% 105% 110%
2021 133% 105% 110%
2022 133% 105% 110%
2023 133% 105% 110%
2024 133% 105% 110%
2025 133% 105% 110%
2026 133% 105% 110%
2027 133% 105% 110%

 
Source: Hunden Strategic Partners

Estimated Market Penetration for Proposed 90-Room Hotel

Total 
Penetration

Projected Set 
Occupancy

Subject 
Occupancy

85% 47% 40%
98% 51% 50%
107% 54% 58%
114% 55% 63%
114% 57% 64%
114% 57% 64%
114% 57% 64%
114% 57% 64%
114% 57% 64%
114% 57% 64%
114% 57% 64%
114% 57% 64%

 

The 90-room hotel is expected to have a total penetration rate of 114 percent at stabilization, due 
to the fact that it will be the newest hotel, the only hotel within the “Golden Triangle”, and the 
closest hotel to downtown. Resulting occupancy is expected to be 64 percent.  

The hotel is expected to primarily cater to the built in markets that are already in Michigan City for 
business and pleasure, yet should induce new demand as people gravitate towards a new, higher 
quality product. As a powerful branded hotel and newest hotel with the highest quality, it is 
expected to penetrate the corporate transient market well, at approximately 133 percent. It is also 
expected to do well with the group market since it will be located near the Blue Chip casino, which 
is looking for other high quality hotels nearby to use for their group business (especially when that 
group business overlaps with the gaming market).  

The following tables show the estimated demand, by segment, for the proposed hotel based on the 
penetration rates established above.  
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Table 7-3 
Projected Demand for Proposed 90-Room Hotel 

Year Corporate 
Transient

% 
Change Group % 

Change Leisure % 
Change 

2016 2,969 -- 1,998 -- 8,073 --
2017 3,494 17.7% 2,322 16.2% 10,545 30.6%
2018 4,002 14.5% 2,542 9.5% 12,587 19.4%
2019 4,525 13.1% 2,723 7.1% 13,450 6.9%
2020 4,615 2.0% 2,777 2.0% 13,719 2.0%
2021 4,615 0.0% 2,777 0.0% 13,719 0.0%
2022 4,615 0.0% 2,777 0.0% 13,719 0.0%
2023 4,615 0.0% 2,777 0.0% 13,719 0.0%
2024 4,615 0.0% 2,777 0.0% 13,719 0.0%
2025 4,615 0.0% 2,777 0.0% 13,719 0.0%
2026 4,615 0.0% 2,777 0.0% 13,719 0.0%
2027 4,615 0.0% 2,777 0.0% 13,719 0.0% 

Source: Hunden Strategic Partners

Projected Demand for Proposed 90-Room Hotel 

Total 
Demand

% 
Change 

Total 
Supply

% 
Change

Total 
Rooms Occupancy

13,039 -- 32,850 -- 90 39.7%
16,361 25.5% 32,850 0.0% 90 49.8%
19,132 16.9% 32,850 0.0% 90 58.2%
20,698 8.2% 32,850 0.0% 90 63.0%
21,112 2.0% 32,850 0.0% 90 64.3%
21,112 0.0% 32,850 0.0% 90 64.3%
21,112 0.0% 32,850 0.0% 90 64.3%
21,112 0.0% 32,850 0.0% 90 64.3%
21,112 0.0% 32,850 0.0% 90 64.3%
21,112 0.0% 32,850 0.0% 90 64.3%
21,112 0.0% 32,850 0.0% 90 64.3%
21,112 0.0% 32,850 0.0% 90 64.3%  

 

As shown, the majority of business is expected to come from leisure travelers, followed by the 
corporate segment.  

The tables below show the estimated market segmentation for the proposed hotel versus the 
competitive set.  

Table 7-4 

Projected 90-Room Hotel 
Stabilized Demand Mix vs. Comp Set

Segment Hotel at 
Stabilization Comp Set

Corporate 22% 19%
Group 13% 14%
Leisure 65% 67%
Total 100% 100%

Source: Hunden Strategic Partners
 

The hotel is expected to have higher corporate mix than the competitive set, although in general it 
should attract a similar market segment mix as the competitive set.  

The next tables show the average daily room rate projections for the proposed hotel.   
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Table 7-5 

Average Daily Room Rate Projections

Year Annual 
Increase

Hotel Rate 
Penetration

Annual 
Increase

Comp. Set 
ADR

Projected Hotel 
Rate

2008 $91 -- -- -- --
2009 $88 -3.5% -- -- --
2010 $87 -1.8% -- -- --
2011 $85 -1.7% -- -- --
2012 $86 1.1% -- -- --
2013 $78 -9.4% -- -- --
2014 $79 1.0% -- -- --
2015 $81 2.0% -- -- --
2016 $83 2.5% 126% $104 --
2017 $85 2.5% 126% $106 1.9%
2018 $87 3.0% 125% $109 2.8%
2019 $90 3.0% 126% $113 3.4%
2020 $92 3.0% 126% $116 3.0%
2021 $95 3.0% 126% $120 3.0%
2022 $98 3.0% 126% $124 3.0%
2023 $101 3.0% 126% $127 3.0%
2024 $104 3.0% 126% $131 3.0%
2025 $107 3.0% 126% $135 3.0%
2026 $110 3.0% 126% $139 3.0%
2027 $114 3.0% 126% $143 3.0%

Source: Hunden Strategic Partners
 

As shown, rates in the competitive set have decreased from $91 to $78 from 2008 to 2013. HSP 
expects those rates to increase slowly over the coming years and reach $92 by 2020, with three 
percent average growth thereafter. ADR growth nationally has generally increased at the same level 
as inflation, although with much variability as shown from the recent past. The new hotel’s 
penetration rate is expected to stabilize at 126 percent, leading to an ADR beginning at $104.  

Understanding how the hotel will perform internally is as important to the feasibility as the external 
occupancy and rate projections. The next table shows the performance of the proposed hotel based 
on a number of assumptions about the property.  

The figures are shown as earned (cash basis) and in nominal amounts, not discounted. PAR stands 
for “per available room” and are shown on an annual basis and POR stands for “per occupied 
room” and are shown on a per night basis. 
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Table 7-6 

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 1

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 1
Room Count 90
Available Room Nights 32,850
Occupancy Rates 58%
Occupied Room Nights 19,132
Average Daily Rate $109
RevPAR $64
Percent of Change from Prior Year --

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 1 Year 2
90

32,850
63%

20,698
$113

$71
11.9%

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 3
90

32,850
64%

21,112
$116

$75
5.1%

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 4
90

32,850
64%

21,112
$120

$77
3.0%

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 5
90

32,850
64%

21,112
$124

$79
3.0%

Projection of Income & Expense: 90-Room Hotel - (in $000, inflated)

Year 10
90

32,850
64%

21,112
$143

$92
3.0%

 $ %

REVENUE
Rooms $2,091 96.5%
Hotel Food and Beverage 22 1.0%
Telecommunications 2 0.1%
Other Operated Departments 28 1.3%
Parking & Transportation 0 0.0%
Rentals and Other Income 24 1.1%

Total Revenue $2,166 100.0%

DEPARTMENTAL EXPENSES
Rooms $604 28.9%
Hotel Food and Beverage 14 67.0%
Telephone 13 600.0%
Other Operated Departments 2 6.0%
Parking & Transportation 0 2.0%
Rent and Other Income 1 6.0%

Total Departmental Expenses $635 29.3%

Gross Operating Income $1,532 71.2%

UNDISTRIBUTED OPERATING EXPENSES  
Administrative and General $232 10.7%
Marketing $145 6.7%
Utility Costs $136 6.3%
Property Operations and Maintenance $139 6.4%

Total Undistributed Expenses $652 30.1%

Gross Operating Profit $880 40.6%

Franchise Fees $82 3.8%

FIXED EXPENSES  
Property Taxes $81 3.7%
Insurance 32 1.5%
Management Fee 69 3.2%
Reserve for Replacement $22 1.0%

Total Fixed Expenses $204 9.4%

Cash Flow from Operations $593 27.4%

PAR POR $

$23,233 $109 $2,340
$240 $1 24

$24 $0 2
$311 $1 31

$0 $0 0
$263 $1 27

$24,071 $113 $2,424

  
$6,714 $32 $629

$160 $1 16
$144 $1 15

$19 $0 2
$0 $0 0

$16 $0 1
$7,053 $33 $663

$17,018 $80 $1,761

  
$2,576 $12 $247
$1,613 $8 $150
$1,516 $7 $141
$1,541 $7 $143
$7,245 $34 $681

$9,773 $46 $1,080

$915 $4 $92

  
$900 $4 119                 
$361 $2 34
$770 $4 78
$241 $1 $36

$2,272 $11 $266

$6,586 $31 $722

$

$2,458
25

3
33

0
28

$2,547

$639
17
15

2
0
1

$674

$1,873

$247
$150
$140
$143
$680

$1,193

$97

144                 
33
82

$51
$310

$786

$

$2,532
26

3
34

0
29

$2,624

$658
17
16

2
0
1

$694

$1,929

$252
$152
$144
$147
$695

$1,234

$100

157                 
34
84

$92
$367

$767

$ %

$2,608 96.5%
27 1.0%

3 0.1%
35 1.3%

0 0.0%
30 1.1%

$2,702 100.0%

$678 26.0%
18 65.0%
16 600.0%

2 5.0%
0 0.0%
1 5.0%

$715 26.5%

$1,987 73.4%

 
$259 9.6%
$157 5.8%
$149 5.5%
$151 5.6%
$716 26.5%

$1,271 47.0%

$103 3.8%

 
153                 5.7%

35 1.3%
86 3.2%

$95 3.5%
$370 13.7%

$799 29.6%

$3,023 94.4%
31 1.0%

3 0.1%
41 1.3%

0 0.0%
102 3.2%

$3,201 100.0%

$786 26.0%
20 65.0%
19 600.0%

2 5.0%
0 0.0%
5 5.0%

$832 26.0%

$2,368 73.9%

 
$307 9.6%
$186 5.8%
$176 5.5%
$179 5.6%
$848 26.5%

$1,520 47.5%

$122 3.8%

 
186                  5.8%
42 1.3%

102 3.2%
$112 3.5%
$442

$957 29.9%

Source: Hunden Strategic Partners  

The property is projected to generate a total of $2.2 million in gross revenue in the first year, 
increasing to $2.7 million in the fifth year. Nearly $600,000 would be available to satisfy debt and 
equity requirements in the first year (27.4 percent of gross revenue), increasing to nearly $800,000 
in the fifth year (nearly 30 percent of gross revenue).  



 

Michigan City Hotel Market and Feasibi l i ty Study   Chapter 7 –  Page 7 
 

Explanation of Income and Expense Items 

The estimates of income and expense statements are based on the results of operations of 
comparable select-service hotels. The income for each of these years is estimated based on the 
expected impact that the change in occupancy and average daily room rates is expected to have on 
income and expenses. Expense estimates are assumed to have both fixed and variable 
components, and vary based on projected occupancy levels. 

Departmental Revenues and Expenses 

Distr ibuted Departmental Revenues and Expenses 

Rooms Department:  Room revenue is estimated by multiplying the occupancy rate by the 
average daily rate (ADR) projected in this analysis.  

Rooms department expenses include payroll and related costs associated with the front desk and 
housekeeping, operating supplies, laundry linens, cable television, and other items necessary to 
maintain guest rooms.  

Food and Beverage:  Food and Beverage is comprised of ala carte food options available, and 
revenues from a restaurant. In the select-service hotel, this line item is expected to be minimal, 
with a free continental breakfast provided and only pantry items available for sale.  

Food and beverage expenses are among the highest in a hotel’s departments (outside of 
telecommunications). Hotels with significant food and beverage business tend to have lower net 
profit ratios, however catering expenses are often lower than expenses in restaurants.  

Telephone Department:  Estimated telephone revenue is based on the experience of the similar 
hotel properties. The increasing use of cellular phones and expectation of free high-speed internet 
access has cut the gross and net revenue figures in this department across the industry in the last 
few years where now for every dollar spent, the hotel spends nearly eight dollars. Some hotel 
chains charge a flat $10 per night fee for high-speed internet access, while others provide it gratis 
in select-service brands.  

Other Operated Departments:  This income category is typically comprised of smaller 
departments that generate income from activities such as valet laundry, business services, and 
similar others. It is figured based on a percentage of total revenue and the experiences of other 
select-service properties.  

Rentals and Other Income:  This income category is typically comprised of interest, 
commissions on vending machine sales, movies, and other miscellaneous income. This income 
category is typically highly dependent on occupancy and has a very low expense ratio.  
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Undistributed Operating Expenses 

Operating expenses that are not chargeable to a particular operating department are presented as 
undistributed operating expenses in accordance with the Uniform System of Accounts for hotels. 
These expenses are discussed in the following paragraphs. 

Administrat ive and General : This category covers expenses such as salaries and wages for 
management staff, bookkeeping, data processing charges, corporate office charges, office supplies, 
legal, accounting, allowance for bad debts, travel expenses, and similar items. General insurance 
(liability, business risk, etc.) is included in the Administrative and General (A&G) category. It is 
assumed that this expense begins as a higher percentage of gross revenue, then stabilizes by the 
fourth year.  

Market ing Expenses: Marketing expenses include local advertising, marketing costs, the cost of 
printing brochures, and other related items. It is possible these figures could increase, depending 
upon the brand of hotel. It is assumed that this expense begins as a higher percentage of gross 
revenue, then stabilizes by the fourth year. 

Ut i l i t ies: This includes all utility expenses in the property, including electricity, gas and water. It is 
assumed that this expense begins as a higher percentage of gross revenue, then stabilizes by the 
fourth year. 

Property Operat ions and Maintenance: Property operations and maintenance expenses 
include salaries and wages, employee benefits, other payroll costs, normal maintenance of the 
building and electrical and mechanical equipment. It is assumed that this expense begins as a 
higher percentage of gross revenue, then stabilizes by the fourth year. 

Fixed Charges 

Franchise Fees: Based on an average of considered brand agreements, the fees consist of fees 
and royalties of four percent of gross rooms revenue. 

Property Taxes: are estimated based on the taxes paid per room in similar hotels in the area, 
such, beginning under $1,000 per room, then increasing modestly higher than 1,000 per room per 
year.  

Insurance: This insurance category covers only the cost of building and contents insurance and 
no liability insurance. The liability insurance is found in the A&G expense.  

Management Fees: This fee is generally more complex and is figured based on a base fee as 
well as an incentive fee for bottom line performance. In this model, the fee is assumed to be 3.2 
percent of total revenue.  

Reserve for Replacement: As is standard for income-producing properties, a reserve for 
replacement for furniture, fixtures, and equipment, as well as other capital items has been included 
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in this analysis. Recent studies have indicated that, over the long-term, a minimum of four percent 
is required to properly maintain hotel facilities and actual costs could be higher. HSP projects a 
reserve level that increases as the property ages, beginning at one percent and stabilizing at three 
percent. 

Supportable Equity and Debt 

The cash flows of a hotel are used to repay bank loans and investor equity. Banks have a variety of 
rules or guidelines for providing loans for hotels and these vary from year to year, from cycle to 
cycle. Currently, these guidelines are slowly becoming less stringent than they were over the past 
few years. Many banks had bad hotel loans on their books and so were not anxious to repeat 
history with new, risky loans. As such, the loan-to-value amounts were reduced, coverage ratios 
increased and required equity increased. The hotels must be branded in order to receive a loan. 

The model used by HSP assumes the following: 

! 1.4x minimum debt service coverage in every year beginning in Year 2.  

! No more than 70 percent loan to cost. 

! Loans are full recourse. 

! Refinance after stabilization. 

! Construction mini-perm upfront, which funds construction for up to two years and the 
first three years of operations (construction should take no more than 12 months for 
either hotel).  

! Equity required return of 17 percent averaged over ten years. 

The supportable equity and debt is shown for below.  
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Table 7-7 
Financing Analysis - 90-Room Hotel

Constr. Yr1 Constr. Yr2 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Net Operating Income $0 $0 $593 $722 $786 $767 $799 $860 $877 $904 $930 $957
Interest and Debt Reserve W/D $96 $289 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

$96 $289 $593 $722 $786 $767 $799 $860 $877 $904 $930 $957
Debt Service Payment ($96) ($289) ($519) ($519) ($519) ($460) ($460) ($460) ($460) ($460) ($460) ($460)
Net Income to Repay Equity $0 $0 $74 $203 $267 $307 $339 $399 $417 $444 $469 $496

Princ. Amount*** $1,375 $4,125 $5,500 $5,366 $5,222 $5,070 $4,939 $4,800 $4,652 $4,494 $4,326 $4,148
Interest  $96 $289 $385 $376 $366 $330 $321 $312 $302 $292 $281 $270
Less Payment ($96) ($289) ($519) ($519) ($519) ($460) ($460) ($460) ($460) ($460) ($460) ($460)
Loan Balance $1,375 $4,125 $5,366 $5,222 $5,069 $4,939 $4,800 $4,652 $4,494 $4,326 $4,148 $3,957

Assumptions Refi
Loan Amount ($000's) $5,500  $5,070
Amortization Period (Years) 20 20
Loan Interest Rate 7.0% 6.5%
Annual Debt Service Payment ($000's) ($519) ($460)
Equity:

Developer's Equity ($000's) $2,000 19%
Private Debt 5,500 53%

Total Private Financing $7,500 72% $83,333 per room
Gap $2,850 28%

Project Amount ($000's) $10,350 100% $115,000 per room
 
Debt (Private) Coverage Ratio 1.14       1.39       1.51       1.67       1.74       1.87       1.91       1.96       2.02       2.08      
Return on Private Equity* 3.7% 10.1% 13.3% 15.4% 16.9% 20.0% 20.8% 22.2% 23.5% 24.8%
Return on Assets** 5.7% 7.0% 7.6% 7.4% 7.7% 8.3% 8.5% 8.7% 9.0% 9.2%

*On developer's equity only.
**On project cost.
***Assumes 50% draw in Construction Year 1; 75% average during Construction Year 2

Source: Hunden Strategic Partners  

In this model, the total estimated project cost is $115,000 per room or approximately $10.35 
million. Supportable debt is $5.5 million, or 53 percent. Supportable equity is $2 million, unless the 
developer is willing to take less than a 17 percent return. The resulting gap is $2.85 million, 
suggesting that even this select-service, smaller hotel is not currently feasible without some 
assistance to bridge the gap.  

The next table shows the summary of performance, development cost and financial feasibility gap 
for the proposed hotel. 
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Table 7-8 

Stabilized Hotel Performance, Cost & Value
 

Item 90 Room Select Svc.
ADR $116
Occupancy 64%
RevPAR $75

Cost (millions) $10.35
Economic Value (millions) $7.5
Estimated Gap (millions) $2.9

* Millions
Source:  Hunden Strategic Partners

 

As shown, the 90-room hotel has a financial viability gap, however, it is still manageable and would 
be worth the investment in order to change the perception of Michigan City and recapture demand 
that had been going elsewhere. 

The project is an economic development project for the city and will induce group and event 
activity to the community (as well as their spending) that does not exist today.  


