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CASE STUDY

Hotels hurting horrifically but hopeful:
A case study of the Indianapolis hotel
industry
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Abstract:
Purpose: The authors delve into the impact of the coronavirus pandemic on the hotel industry in Indianapolis
in comparison to its competition. The impact of the virus on the hotel industry was analyzed for Indianapolis
and its major competitors (Chicago, Nashville, St. Louis, San Antonio and Kansas City) to learn about how
severe the impact is and attain insight into how these destinations can rebound.
Methods: This paper uses data from Smith Travel Research (STR), a service that produces daily hotel metrics
often cited in mainstream media and academic journals. This secondary data source gathers data from
participating hotels to obtain a sample of data on occupancy, average daily rate (ADR), and revenue per
available room (RevPAR). The trends in the data are compared over time and between cities in the analysis.
Results: The findings illustrate that the hotel industry in Indianapolis was able to replace some transient
visitors with contracts and group bookings, suggesting that proactive and assertive policies have assisted in
the management of the crisis.
Implications: The findings from the analysis illustrate that leveraging innovative policies and looking at new
markets may assist in the rebounding of convention tourism in Indianapolis and its competitors.
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INTRODUCTION

Tourism is an important industry globally, in the USA, and
in Indiana. In 2018, travel and tourism accounted for over ten
percent of global economic activity, was responsible for one
in ten jobs globally, and was the second fastest growing
sector in the global economy (World Travel & Tourism
Council, 2020a). In the USA, travel and tourism supported

15.8 million jobs in 2019, with one in ten jobs dependent
upon the industry, and estimates show that without the tax
revenue from travel and tourism, the average American
household would pay about $1,398 more in taxes (US Travel
Association, 2020). For Indiana, 2018 data illustrate that 1 in
23 Indiana workers was employed because of tourism and
that the Indiana tourism industry directly supported more
than 152,000 jobs in Indiana in 2018 (Visit Indiana Tourism,
2019).
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Travel, tourism, and hospitality is vulnerable to pandemic
(Vox, 2020). Over 100 million jobs were lost globally in the
industry due to the pandemic (World Travel & Tourism
Council, 2020b). This study investigates the impact of the
pandemic on the hospitality convention industry of
Indianapolis and its major competitors (Chicago, Nashville,
St. Louis, San Antonio and Kansas City). MICE (Meetings,
Incentive Groups, Conferences and Events) related tourism
generated over $752 billion in 2016 but can be impacted
adversely when disaster strike. Indianapolis convention
tourism generates $5.5 billion in revenue and $725 million in
state and local taxes, according to Visit Indy's latest annual
estimates (Visit Indy, 2020). The authors look into the
pandemic and its impact upon these cities and try to look into
how Indianapolis can create pragmatic policies to react to the
economic challenges, illustrating that leveraging innovative
policies and looking at new markets may assist in the
rebounding of convention tourism in Indianapolis and its
competitors.
In the next section, the authors review the literature on crisis
in travel and tourism. Following that, there is a discussion of
the methods and data that show how the shock of the COVID19 virus has impacted upon tourism nationally, on
Indianapolis, and the major competitors of Indianapolis. The
data highlight that there are some differences in the
fluctuation of occupancy rates and average daily rate (ADR)
(the two major performance measures of the vitality of the
hotel industry) nationally, for Indianapolis, and its major
competitors. Finally, the authors illustrate what the data tell
show about the impact of the COVID-19 virus and the
economic reaction to it and make policy suggestions to assist
in the revival of the hospitality and tourism industries,
specifically for Indianapolis.
2

LITERATURE REVIEW: TRAVEL, TOURISM AND
CRISIS

Many have researched how tourism and hospitality have dealt
with crises and recovery. Research using large databases
shows that tourists avoid destinations with low human rights
records, crime, terrorist problems, and civil conflict (Llorca‐
Vivero, 2008; Neumayer, 2004) and have been confirmed in
different regions globally (Araña & León, 2008; Björk &
Kauppinen-Räisänen, 2011; Causevic & Lynch, 2013;
Larsen, Brun, Øgaard, & Selstad, 2011; Saha & Yap, 2014;
Wolff & Larsen, 2014; Vlasic et al., 2019; Van Truong et al.,
2020). The findings show the perceived safety of a tourist
experience is a key factor ensuring stable/growing tourism
flows. Some of the literature on the recovery of tourism and
hospitality following shocks deals with destinations and how
they counteract the damage a crisis plays on the negative
image of a destination (Avraham, 2015, Allan & Alkushman,
2019; de Sausmarez 2007; de Sausmarez 2013; Webster,
Yen, & Hji-Avgoustis, 2016).
The consensus of the academic literature on negative shocks
to tourism flows to destinations seems to be that a swift and
affirmative reaction to a shock to tourism flows to
destinations can assist in recovery. An example of this is the
way that a destination can recover from a shock is the way
that Visit Indy unveiled its “Indy Welcomes All” campaign
in response to the RFRA crisis in Indiana in 2015 (Webster
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et al., 2016). Repositioning and the communication by the
destination marketing organization is shown to be an
important element in recovery, as shown by others (Chacko
& Marcell, 2008), who discuss rebranding New Orleans
following hurricane Katrina.
Something less common in the literature is the way that
organizations and senior management recover from crises or
survive a disaster (Alegre & Sard; 2015, Jallat & Shultz,
2010). One of best studied crises was the Crimean Crisis of
2013 (Ivanov, Idzhylova & Webster, 2016; Ivanov,
Sypchenko & Webster, 2017; Webster, Ivanov, Gavrilina,
Idzhylova & Sypchenko, 2017). Studies of the Crimean crisis
show that managers in enterprises adopt different policies in
their situations based upon their needs and abilities to shape
policies. Managers implement policies to survive crises,
including demanding payment in cash, demanding payment
in foreign currencies than usual, postponing expenditures for
supplies, laying off staff, or other pragmatic policies on the
ground. But these lessons are more about the survival of firms
in hostile conditions rather than a resurgence following a
shock.
Academic literature was developed to respond to the 20022003 SARS outbreak’s impact upon tourism and hospitality
(Cooper, 2005; Hung, Mark, Yeung, Chan, & Graham, 2018;
McKercher & Chon, 2004; Zeng, Carter, & De Lacy, 2005).
However, there are other outbreaks/events (Ebola, H1N1
swine flu, MERS) that made an impression upon the travel,
tourism, and hospitality literature with regards to how
recovery from biological threats (Hall, 2005; Hung et al.,
2018; Joo, Maskery, Berro, Rotz, Lee, & Brown, 2019;
Maphanga & Henama, 2019; Novelli, Burgess, Jones, &
Ritchie, 2018). In addition, recent literature (Jamal & Budke,
2020; Hanrahan & Melly, 2019; Sönmez, Wiitala, &
Apostolopoulos, 2019) investigates disease and the role that
tourism plays as a threat to public health. The literature deals
with how tourism spreads disease and how the spread of
disease can be mitigated against.
Regardless the type of crisis that the region faces, the critical
challenge is the continuous plan and policies initiated by
hospitality businesses, such as hotels, to sustain the business
and enter the recovery phase once the crisis has been reduced
or rescinded. Thus, the authors pose the research question:
How does the hotel industry respond to the biosecurity
caused by COVID-19 and what is the consequence of its
business strategies during the pandemic in the US? In
specific, the study focuses on Indianapolis as a case study and
assess its performance with its major competitors.
3

DATA, ANALYSIS AND DISCUSSION

For this analysis, the study used hotel performance data from
Smith Travel Research (STR) focusing on the metropolitan
statistical areas (MSA) of six cities. STR is an American firm
that records hotel supply and demand data and delivers
detailed market share analyses for all major hospitality firms
and brands operating at the USA, Mexico, Canada and the
Caribbean area. STR specializes in acquiring valid
Metropolitan Statistical Area level hotel data on a daily basis
for occupancy rates, average room rates, revenue per room,
and total local hotel revenue. Academic and professional
journals often quote STR data while examining fluctuations
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of hotel performance as a proxy for overal economic
environment (Bailey, 2012; Dermody, Taylor, and Lomanno,
2002; Fink, 2011).
They include Chicago, Kansas City, Saint Louis, Nashville,
San Antonio, and Indianapolis. These cities were selected
because Visit Indy, a non-profit organization that markets the
City of Indianapolis and the Indiana Convention Center,
considers them as its main competitors in the area of
convention tourism.
STR gathers data from hotels that participate in its data
subscription service. The data include rooms available for
sale, rooms sold, and net room revenue on a daily, weekly,
and monthly basis (Smith Travel Research, 2020). In
addition, the data are broken down by business segments
(transient, group, and contract) to reflect performance. The
transient segment includes rooms sold to individuals or
groups occupying less than 10 rooms per night, while the
group segment includes rooms sold to groups occupying 10
or more rooms per night based on a signed agreement. The
contract segment includes rooms sold in a consistent block at
specified contract rates for an extended period of time in
exchange for a guaranteed payment regardless of the actual
usage.
From the collected data, three performance matrices are
calculated: average daily rate (ADR) and occupancy, and
revenue per available room (RevPAR). ADR is a measure of
the average rate paid for rooms sold by dividing rooms
revenue by rooms sold. Occupancy is a measure of the
percentage of available rooms sold by dividing the number of
rooms sold by rooms available for sale. RevPAR is a measure
of the average revenue for each available room in the hotel
and is calculated by dividing total room revenue by total
number of rooms available for sale. In this study, we only
focus on occupancy and ADR because these two can directly
reflect the demand and supply and the pricing decision
implemented by hotels in selected MSA.
This research project uses weekly performance data acquired
through the data sharing agreement program with STR. It
spans the first nineteen weeks of 2019 and the same period in
2020. A competitive set was created to calculate the average
performance matrices from the six cities listed above. The
authors compared the overall hotel business performance
between national, competitive set, and Indianapolis to
develop a general view of the influence of COVID-19 on the
hotel business. The authors then compared the business
segments in 2020 to identify the trend in transient, group, and
contract business between the competitive set and
Indianapolis to investigate specific patterns.
Several major events are noted for 2020. On January 30
(week 5), the World Health Organization (WHO) declared
the Covid-19 outbreak a global health emergency and the
U.S. imposed its first travel restrictions. During the last two
weeks in February (week 8 and week 9), COVID-19 started
to spread in the U.S. On March 11 (week 11), WHO
designated COVID-19 a pandemic and the U.S. Department
of State issued a Global Level 3 health advisory. On March
15 (week 12), the U.S. Centers for Disease Control (CDC)
issued guidance calling for cancellation or postponement of
in-person events of 50 or more people and state governments
began adopting varying levels of partial to full lockdown
protocols the following week (week 14). After several weeks

Craig Webster, Chih-Lun (Alan) Yen & Sotiris Hji-Avgoustis
of restrictions, states started to relax on their stay at home
orders and began allowing businesses to reopen with specific
guidelines in week 18.
Figure 1 shows that the national, competitive set, and
Indianapolis had a similar pattern for occupancy. The
disruption started around week 8 and reached its peak around
week 12. As expected, hotel businesses in the US, the
competitive set, and Indianapolis performed worse in 2020
than in 2019.
Figure 1: Occupancy comparison between 2019 and 2020

Note: Occupancy is shown in percentage on the left, the week is
shown on the bottom.

When assessing the main difference among the six cities
(Figure 2), the main drivers behind the performance come
from group and contract customers. When COVID-19 started
to spread in the US, the number of transient customers, who
mainly travel for leisure purposes dropped massively. On the
other hand, many customers who continue to stay in hotels
during this time were employed in in the warehousing and
logistics business. Indianapolis had an upper hand in this
business segment than the other cities in the competitive set
because logistics and supply chain management are major
industries in Indianapolis. For example, just south west of the
city, FedEx, a parcel delivery business, operates the second
largest air hub worldwide. Within city limits, there is an
ecommerce Amazon fulfilment center and a United Parcel
Service parcel delivery center. (Indy Chamber, 2018).
Figure 2: Occupancy comparison of the competitive set and
Indianapolis based on segments

Note: Occupancy is shown in percentage on the left, the week is
shown on the bottom.

While the demand showed a dramatic drop in 2020, hotels
did not engage in any pricing adjustment to recover lost
revenue. Instead, they chose to lower their price to at least
meet the break-even point (Figure 3). Some hotels, especially
those classified as luxury and upscale brands, elected to
furlough their employees, and temporarily shut down
operations to avoid a continuous financial loss caused by the
labor cost. Others, such as economy or budget hotels,
remained open after furloughing all but a few essential
employees, mainly upper level managers, who were required
to stay in the hotel six days a week and provide all needed
services to keep the hotel operational.
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Figure 3: ADR comparison between 2019 and 2020

Note: Average Daily Rate (ADR) is shown in US dollars on the left,
the week is shown on the bottom.

Even though Indianapolis had a better performance in group
and contract segments than other cities, its hotels elected to
still drop their prices. Interestingly, they decided to be more
aggressive and had an even lower ADR than the competitive
set. This might also have contributed to attracting more group
and contract customers who stayed in hotels in Indianapolis
than other cities (Figure 4). This may also reflect what type
of hotels remained open during this time and the customers
they attracted in the current pandemic crisis.
Figure 4: ADR comparison of the competitive set and
Indianapolis based on segmentsIndy

Note: Average Daily Rate (ADR) is shown in US dollars on the left,
the week is shown on the bottom.

4

CONCLUSIONS AND SUGGESTIONS FOR FUTURE
RESARCH

Upon reviewing STR data for these seven convention tourism
cities for the sample period examined, the resulting
assumptions were developed. The data show that 2020 is very
different for the hotel industry from 2019. The data also show
that the transient market is the worst in comparison with
2019, although there is evidence of an uptick since the
relaxation of measures has taken place. While the uptick in
all segments seems to be happening because of the political
relaxation of restrictions and a return to normal, there is a
long way to go to get back to normal.
What the data do show is that the group and contract
segments offer some hope to remain open and keeping
business going for hotels, especially in Indianapolis. This
suggests that hotels should look at different segments and use
these segments as tools to assist in the rebound of their
business, since the uptick in transient travelers may be slow.
In addition, for the time being, the larger conventions and
groups will also be slow to recover, as populations are going
to be wary of large crowds and there will be many restrictions
on large gathers for some time to come.
In conclusion, all-in-all, the data show that the hotel industry
in the USA is suffering directly and immediately from the
COVID-19 pandemic. While there is a glimmer of hope that
things will continue to pick up due to bottled up demand for
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transient tourism, there is still a long way to go. The hotel
industry will have to look into different segments such as
groups and contracts to try to rebound or at least survive in
the short term. However, large group bookings and the
geography of cities will likely maintain a significant function
in preventing the industry from rebounding in many cities.
In relation to future research, attention would be paid to
investigating whether the findings are considerably
influenced by adopting either county-level statistics rather
than MSA ones, or a specific geographic area within a
specific range (i.e. 10 or 15 miles) from the competition
location. A second consideration for future research is to
expand the list of city competitors beyond the list of six cities
identified by Visit Indy. A larger sample size would improve
reflection of historical data for the local hospitality industry,
and hence, deliver more vigorous assessments of hotel
performance.
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