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CLEVELAND LODGING MARKET CONTINUES DOWNWARD TREND
2002 was a difficult year for most U.S. cities, with Cleveland being no exception.  The city recorded declines in occupancy and ADR for the second straight year resultant of the sluggish economy, a decrease in convention demand, and continued downsizing by some of the area’s largest companies (which has lead to decreases in group and corporate demand in the entire Cleveland MSA).  The chart which follows depicts the historical operating performance of the greater Cleveland area lodging facilities since 1997. 
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1997

65.2%

--

$78.10

--

$50.92

--

1998

64.0%

5.8%

7.8%

$79.96

2.4%

$51.17

0.5%

1999

62.5%

3.4%

5.3%

$79.96

0.0%

$49.98

-2.3%

2000

62.2%

3.5%

4.9%

$81.31

1.7%

$50.57

1.2%

2001

57.4%

-4.8%

1.6%

$77.51

-4.7%

$44.49

-12.0%

2002

55.0%

-1.1%

3.2%

$75.30

-2.9%

$41.42

-6.9%

Source: Smith Travel Research (STR)

 Historical Operating Performance

Cleveland, Ohio MSA 1997-2002


During the period 2000 to 2001, overall demand decreased by -4.8% while new supply increased by 1.6%.  Year-end figures for 2002 indicate total demand declining by  

-1.1%, with total supply increasing by 3.2%.  Occupancy levels in the Cleveland MSA have declined from 65.2% in 1997 to 55% for year-end 2002.  Average daily rates recorded minimal growth between 1997 and 2000 before decreasing in 2001.  The 2002 year-end ADR is $75.30, indicating a -2.9% decrease from the 2001 ADR of $77.51.   We project occupancy levels to remain flat in 2003 as compared to 2002 based upon current economic conditions with a limited increase in average daily rate.
Several hotel projects opened in 2002 including the 240-room Hilton Garden Inn near Jacobs Field in downtown Cleveland, the 113-room Extended Stay America in Beachwood, and the 81-room Hampton Inn in Brooklyn.  New developments proposed for the Cleveland area have decreased as compared to previous years due to the lack of progress on the new convention center and economic concerns about the health of the local economy.  Although political leaders and developers have proposed four potential sites in downtown Cleveland for a new convention center, they have not yet achieved the necessary mayoral support nor has a tax increase been passed by voters.
The following chart depicts recent and planned hotel supply additions in the greater Cleveland area since 2000.
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Rooms

2003

Country Inn & Suites

75

Elyria

Near State Route 67 & I-80

U/C

2003

Intercontinental

300

Midtown

Cleveland Clinic

U/C

2004

Hampton Inn & Suites

140

Beachwood

Chagrin Highlands

U/D

2005

Springhill Suites

85

Solon

Harper Rd. off 422

U/D

2005

Doubletree

285

Downtown

Lakeside Ave.

P

2005

Marriott

300

East

Chagrin Highlands

P

Total

1,185

P - Proposed

Source: US Realty Consultants, Inc.

U/C - Under Construction

January, 2003

U/D - Under Development

2000

Intercontinental Suites

163

Midtown

Cleveland Clinic

2000

Residence Inn

175

Downtown

Colonial Arcade

2000

Holiday Inn Express & Suites

74

Wadsworth

State Route 94 & I-76

2000

Motel 6

63

Medina

State Route 18 & I-71

2000

Super 8

52

Medina

State Route 18 & I-72

2000

Residence Inn

96

Mentor

State Route 2 and Hidely Rd.

2000

Wingate Inn

86

Streetsboro

9705 State Route 14

2000

Hampton Inn

78

Medina

State Route 18 & I-71

2001

Country Inn & Suites

60

Macedonia

State Route 8 and I-271

 

2001

Lawnfield Inn & Suites

50

Mentor

Center Steet and Mentor Avenue

2001

Hyatt Regency

293

Downtown

Colonial Arcade

2001

Embassy Suites

271

Independence

Interstate 77 at Rockside Road

2001

TownePlace Suites

71

Streetsboro

Near Interstate 80 and I-480 Intersection

2002

Hampton Inn 

81

Brooklyn

Interstate 480 & Tiedeman Rd.

 

2002

Hilton Garden Inn

240

Downtown

Jacob's Field

2002

Homewood Suites

86

Solon

Harper Rd. off 422

2002

Sleep Inn & Suites

64

Ashtabula

State Route 218 & I-90

2002

Extended Stay America

113

Beachwood

I-271 & Chagrin Blvd.

2002

Fairfield Inn

69

Avon

State Route 611 & I-90

Total

2,185

CLEVELAND, OHIO

HOTEL/MOTEL ROOM ADDITIONS

2000,  2001, & 2002 Openings

PROPOSED ADDITIONS


In order to increase the number of flights, Cleveland Hopkins International Airport recently completed the construction of a sixth runway (6L-24R) which opened on Dec 12, 2002. The new runway is 1.3 miles long and will allow about 10 more takeoffs and landings per hour. Within the next two years, the runway will be extended 2000 feet allowing for wide-bodied planes. With the addition of new radar, the airport's overall capacity will increase from its present 80 takeoffs and landings per hour to approximately 120.
The completion of Hopkins International Airport’s new runway as well as the proposal of a new state-of-the-art convention center for Cleveland should help to increase the amount of conventions hosted by Cleveland in years to come.  The following table presents historical convention activities in the Greater Cleveland area.
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# of Groups
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Attendance

2002

333

5.7%

351,000

-30.2%

2001

315

-9.5%

503,000

51.5%

2000

348

-14.9%

332,000

-21.0%

1999

409

8.8%

420,000

27.7%

1998

376

6.5%

329,000

-7.8%

1997

353

0.9%

357,000

-7.3%

1996

350

NA

385,000

NA

Greater Cleveland Area

Source: Convention & Visitors Bureau of Greater Cleveland

Historical Convention Activities


As shown, convention attendance during 2002 was down considerably compared to 2001. Currently, city leaders are debating how to build a new convention center that would attract larger groups. With convention activities down, the Convention and Visitors Bureau of Greater Cleveland has announced plans to shift more of their attention to special events with regional draw. The change was fueled by a drop in business travelers, convention attendance, and hotel occupancy rates, along with a reinvigorated interest in marketing downtown. The bureau’s goal is to hosted additional activities packaging hotel reservations, restaurant meals and performance tickets.
The development and expansion of regional attractions defines Cleveland as a tourist destination and improves the quality of life for area residents.  The following chart depicts historical attendance from 1997 through 2002 at Greater Cleveland’s many attractions.  Increases in attendance recorded since 2000 have been minimal due to several negative factors outweighing positive ones.  The negative factors include the poor performance of the Cleveland Indians baseball team and Cleveland Cavaliers basketball team, decrease in attendance at Six Flags Worlds of Adventure, and decreased convention attendance.  Positive factors include increases in attendance at the Playhouse Square theatres, the Cleveland Area Metroparks, and Cedar Point Amusement Park.
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IX Center

2002

4,757,256

2,240,939

5,400,000

1,474,971

6,673,330

12,717,801

2,313,720

35,578,017

0.7%

2001

4,735,983

1,762,216

5,850,000

1,522,481

8,288,557

10,840,453

2,330,259

35,329,949

0.0%

2000

4,246,860

1,567,952

6,530,000

1,590,471

8,323,053

10,551,519

2,504,000

35,313,855

7.7%

1999

4,486,224

1,619,100

5,500,000

1,459,429

8,322,560

9,102,599

2,100,000

32,589,912

-12.4%

1998

4,573,644

1,708,158

5,600,000

1,451,648

6,785,465

13,892,288

2,612,846

36,624,049

-3.6%

1997

4,830,526

1,654,955

5,600,000

1,520,706

7,794,447

13,884,308

2,644,000

37,928,942

--

Source:  Cleveland Convention & Visitors Bureau

Greater Cleveland Attraction Attendance

1997-2002 Report


Although not located in the Cleveland MSA, Cedar Point Amusement Park is included in the above chart under amusement parks along with Six Flags Worlds of Adventure. Cedar Point is listed in the Guinness Book of World’s Records for having more roller coasters (fifteen in all) than any amusement park in the world.  In 2001, Amusement Today rated Cedar Point the “Best Amusement Park in the World” for three consecutive years.  The amusement park debuts the tallest and fastest roller coaster in the world for its 2003 season. Named Top Thrill Dragster, the $25 million steel scream machine will be one of the largest single investments in the 132-year history of the park. Top Thrill Dragster will be the ninth world-record-breaking ride Cedar Point has introduced.  In 2002, 3,250,000 guests visited Cedar Point, up from 3,100,000 visitors in 2001.
Conversely, the largest theme park within the Cleveland MSA, Six Flags Worlds of Adventure recorded a decline in attendance in 2002.  In 2002, 2,150,000 guests visited Six Flags Worlds of Adventure, down from 2,750,000 in 2001.  The decrease in attendance in 2002 was due to poor marketing efforts, lack of new rides, as well as an issues related to the combination of two theme parks into one.  Six Flags is not projecting any new rides for 2003 but hopes to achieve an increase in attendance in 2003 with better marketing.

David J. Sangree, MAI, CPA, ISHC is Director of Hospitality Consulting and a Principal with US Realty Consultants, a national hospitality consulting and real estate valuation firm with offices in Cleveland, Columbus, Chicago, and Atlanta.  He can be reached at 216-221-9191 or at dsangree@usrc.com.  Laurel Keller is an associate with US Realty Consultants.
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