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Figure 1:  The city of Chelsea lies approximately 15 miles west of Ann Arbor, on the north side of Interstate 94.   

 

Executive Summary 

This study finds that the City of Chelsea (CSA) can support an additional 19,100 square feet (sf) 

office development by the end of 2015. Based on employment growth increasing demand, and 

increasing needs of square footage per employee generated by growth in health care 

employment, this report forecasts that in years 2020, 2025, 2030, 2035 and 2040, the office 

space inventory can grow by 49,200 sf, 49,300 sf, 49,900 sf, 51,100 sf and 52,700 sf respectively, 

totaling up to 271,300 sf over the next 25 years.   

 

Gibbs Planning Group, Inc. (GPG) predicates these projections on a stabilized vacancy factor of 

just over 9.5 percent, increases in the current market average of 106 sf of office space per 

general office employee now to just over 140 sf in 2040, and annualized employment growth rate 

of 1.34 percent. The amount of functionally obsolescent space that is projected to be demolished 

or repurposed is based on 100-year usable lifetime for general office space. 

 

This office space will primarily serve the needs of existing tenants’ upsizing from organic job 

growth, and relocation from the Ann Arbor submarket of Washtenaw County. The top 
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classifications of job growth in Chelsea over the next 25 years are the health care services, eating 

and drinking place employment, and finance/insurance/real estate classifications (FIRE). None of 

the Standard Industry Classification (SIC) employment groups are projected to contract over the 

next 25 years.  

 

Employment 

 

 
 

Figure 2:  Office employment is projected to represent an increasing market share of total employment, rising slightly from 

31.0 percent to 34.4 percent of the total number of employees. 

 

Demand for additional space in the CSA is primarily driven by employment growth. This study 

area has an estimated 2015 employment base of 6,900 workers, of which approximately 2,100 

are office workers. Original employment projections for the CSA produced by the Southeast 

Michigan Council of Governments (SEMCOG) and the 2010 American Community Survey had 

2015 employment estimated at 6,270 persons, which was only a gain of 230 jobs over the 2010 

census number and a five-year growth rate of only 0.75 percent annually. This recession- 

influenced projection proved pessimistic with revised 2015 employment at 6,850, equaling an 

expansion of 2.55 percent per year. 

 

This 25-year study takes into account not only the current uptick in employment in Washtenaw 

County, but also the cyclical nature of Michigan’s automotive economy over the long run. 

Employment growth rates are projected to trend towards historic levels, with 2020 declining to 

1.79 percent, 2025 at 1.45 percent, 2030 at 1.27 percent, 2035 to 1.14 percent and 2040 arriving 

at 1.05 percent. Average employment growth over the full term of this report is 1.34 percent. 

 

Health care service employment is the single largest category of SIC job expansion. Starting at a 

2015 base of 3,000 workers, this profession is projected to swell to 4,400 personnel. Eating and 

drinking place employment is projected to add over 200 jobs, while the FIRE classification will 

jump by close to 140 staff members. 
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Figure 3:   With around 1,000 employees, St. Joseph Mercy Chelsea, previously known as Chelsea Community Hospital, 

is the largest employer in the CSA. The expansion of health service and health care jobs in the CSA will create the need 

for senior urgent care facilities as well as more office space for physicians.   

 

Although much of the employment growth in the CSA comes from expansion of local business 

and health care facilities, spillover from the booming Ann Arbor office market will make significant 

contributions. As growth in the city of Ann Arbor is limited by space, market economics, access to 

utilities and the highest residential rental rates in Michigan stifling conversion from residential 

uses to commercial uses, the satellite communities of Chelsea, Dexter, Ypsilanti, Saline and 

Whitmore Lake will be attractive because of lower commercial rents, lower residential housing 

prices and large contiguous development opportunities for new mixed use projects.  

 

 
 

Figure 4: CSA 2015 Employment by SIC sector. 

 

The services sector dominates the 2015 CSA, with 60.8 percent of the jobs. Retail work is the 

second largest group with 17.0 percent of employees, followed by the manufacturing segment at 
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11.3 percent. The most prevalent service occupations are health care service providers, followed 

by other services and educational services workers. The allocation of jobs by segment will remain 

stable throughout 2040, with the top three occupations remaining in the current order, although 

services will gain market share driven by the increases in health care service providers. In 2040, 

services are projected to account for 64.3 percent of all employment, followed by retail jobs at 

17.3 percent and 11.5 percent in manufacturing positions. 

 

Existing Office Market Conditions 

 

 
Figure 5:  The CSA study area lies within the West Washtenaw County office submarket. (COSTAR.com) 
 

At 11.2 million sf, the West Washtenaw County submarket accounts for only 5.74 percent of the 

195 million sf of office space found in Metro Detroit’s 29 office submarkets. West Washtenaw 

County has 688 office buildings, a current vacancy rate of only 7.3 percent and an average office 

rental asking rate of $20.34 per sf. This submarket is anchored by the city of Ann Arbor, with a 

national research university, regional medical center and national technology companies. With 

over 9.1 million sf of office space, Ann Arbor is bumping against limiting factors such as city 
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utilities reaching maximum capacity, a tax-funded green belt initiative limiting annexation and 

greenfield growth, and high conversion and opportunity costs from current residential uses. 

 

West Washtenaw County class-A buildings averaged 2.3 percent vacancy and $27.25 per square 

foot rent. Class-B statistics show 9.2 percent vacancy and $20.63 asking rates. Class-C had a 

94.5 percent occupancy rate, at $17.07 average quoted rent. As of the end of the first quarter of 

2015, there are no new buildings planned to enter this sub-marketplace.  

 

The Chelsea office study area is defined as the City of Chelsea. Based on property records in the 

Loopnet.com listing service, the CSA has 224,500 sf of class A, B, C, and flex space. No specific 

vacancy statistics exist for the CSA, but based on an analysis of listings by commercial 

brokerages, as well as surveys of Loopnet.com, COSTAR and Michigan’s own CPIX, office 

vacancy is estimated at between four and five percent, less than the West Washtenaw County 

submarket average. 

 

 
 

Figure 6:  The iconic Chelsea Bell Towner has three floors of office space. 
 

Demand for office space has three main components. The need for office space for local services 

such as dental, medical, legal, and financial services, and the requirement for office space for 

regional and national tenants. Office space demand driven by public sector employment is 

statistically limited because of the tendency of governmental entities to meet their work place 

needs on civic campuses. Satellite government offices, like those required by Department of 

Motor Vehicles, are typically located at convenient retail locations. 

 

http://www.loopnet.com/xNet/MainSite/Listing/Profile/Profile.aspx?LID=19131655&SRID=5797741503&StepID=101
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The second positive factor in the demand for new office space is the annual functional 

obsolescence and re-tasking of class-C buildings, which currently contain less than 30,000 sf of 

office space in Chelsea. An annual functional obsolescence rate typically ranges from 0.66 

percent to 1.25 percent, representing a building’s useful life of between 80 and 150 years. This 

depletion rate is used to estimate the amount of class-C space that is removed from the market 

place. This report estimates less than 500 sf of class-C space being worn-out or re-purposed 

annually in the City. Although displaced class-C tenants will rarely jump to class-A space, the 

reduction of worn out space helps all tenants move up the lease ladder to higher quality suites. 

 

   
 

Figure 7: Satellite government offices are typically located at convenient retail locations, like Secretary of State Branch 

Office of Chelsea, pictured left, above, at Village Plaza shopping center. Class C office buildings, which often serve as 

storage space, are generally shifted to other uses through a slow process (above right). 

 

The third dynamic in the demand for office space is the level of business demand for office space 

per employee. Nationally, this demand has been 150 to 250 sf per general office employee, and 

300 to 400 sf per medical office employee. Nationally, as an unintended consequence of the 

Great Recession of 2009, general office space per employee has trended downward significantly.  

The national financial crisis of 2009 not only caused massive layoffs, but when businesses 

rehired, they brought staff back as contractors, not as employees.   

 

The increased flexibility in weekly hours worked by contractors created less need for desk space, 

and when combined with increased “Telecommuting”, office space needs dropped. Based on 

2015 employment and office supply statistics for this study area, GPG found that there was 105 sf 

per office employee. This study estimates a 33 percent increase in general office space per 

employee over the next 25 years because of the increase in employment market share of the 

health care services category. 

 

CSA Study Area Office Space Demand 

Estimating office space gap (need or over supply) is based on inventorying the existing office 

square footage in a study area, less the current vacancy rate, quantifying and separating the base 

employment by SIC category, determining the number of employees who require office space by 

SIC employment category, then estimating the market office space per square foot per employee.  

This statistic is multiplied by the estimated job growth, in this case estimated by the revisions in 

the SEMCOG and American Community Survey five-year estimates, which were generated by 

population and/or income escalations.   

 

http://www.loopnet.com/xNet/MainSite/Listing/Profile/Profile.aspx?LID=17907994&SRID=5797758438&StepID=101
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Figure 8:   Offices in the historic Clocktower Commons building range from 1,500 sf to over 20,000 sf in office space area. 

 

The demand for office space has an indirect link to the population growth, and a direct connection 

with employment growth. The new demand created is then adjusted by a market specific 

Stabilized Vacancy Factor and compared to the office space supply. Former office space 

inventory plus the amount of new space delivered into the market, less that which is functional 

obsolete or demolished, is the new office space supply. The base capture rate of a study area is 

the ratio of jobs in the study area to total jobs by census tracts in and around the CSA, adjusted 

by criteria (access, tenant mix, regional industry, walkability, etc.) which GPG has found 

influences market desirability.   

 

Employment 2015 2020 2025 2030 2035 2040 

Chelsea Study Area Total Employment 6,900 7,500 8,000 8,600 9,100 9,600 

Chelsea Study Area Office Employment 2,100 2,400 2,700 2,900 3,100 3,300 

 

Table 1: Employment in the study area is projected to grow by an annualized rate of 1.33 percent. 

 

For purposes of this study, the existing Q1 2015 inventory in the CSA office market is 225,300 sf. 

The Stabilized Vacancy Factor for the CSA trends from 4.75 percent to a long-term level of 10.25 

percent. The total number of 2015 employees in this study area is approximately 6,900, of which 

2,100 are dedicated office employees.  The 2015 office space required per dedicated office 

worker is roughly 106 square feet per worker, and increases over the next 25 years to over 140 sf.  

The 2015 total office space submarket demand, adjusted for vacancy, is 244,000 sf, based on a 

near term annualized employment growth rate of 2.55 percent. 
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  2015 2020 2025 

Gross Office Space Demand (Chelsea Submarket) 225,300 sf 260,700 sf 296,700 sf 

Gap Potential (Demand less Supply) (Chelsea Submarket) 19,100 sf 50,700 sf 52,400 sf 

Captured Demand (Chelsea Study Area) 19,100 sf 49,200 sf 49,300 sf 

Cumulative Captured Demand (Chelsea Study Area) 19,100 sf 68,300 sf 117,600 sf 

 

  2030 2035 2040 

Gross Office Space Demand (Chelsea Submarket) 334,600 sf 374,900 sf 418,300 sf 

Gap Potential (Demand less Supply) (Chelsea Submarket) 54,900 sf 58,100 sf 62,000 sf 

Captured Demand  (Chelsea Study Area) 49,900 sf 51,100 sf 52,700 sf 

Cumulative Captured Demand (Chelsea Study Area) 167,500 sf 218,600 sf 271,300 sf 

 

Table 2: Captured office space demand for the CSA office study area. 

 

GPG finds that by the end of 2015 19,100 additional square feet of office space is supportable in 

the City of Chelsea. This immediate need will most likely be met by the conversion of general 

warehouse or retail space, such as the 400-420 North Main Street building in the City. This report 

also finds that an additional 49,200 sf is supportable by 2020, 49,300 during the next five years 

through 2025, 49,900 sf  over the next half decade ending 2030,  51,100 sf by 2035 and 52,700 sf 

in the final period ending 2040. A cumulative 271,300 sf of new office space is supportable over 

the next 25 years. 

 

 

Existing Office Center Inventory 

  

1. 1250 S. Main Street Center 
 

  
 
Figure 10:  1250 S. Main Street Center is a linear office strip in southern Chelsea. 
 

Located in southern Chelsea, 1250 S. Main Street Center is 1.2 miles away from 

Downtown.This one-story, 8,000 sf linear strip building is owned by Woollams Enterprises, 

LLC. Tenants of the center include a computer repair store, Farm Bureau Insurance and 

Liberty Title. 
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2.  515 South Main Center 

 

  
 

Figure 11:  515 South Main is a medical office center near Chelsea Community Hospital. 

 

With tenants providing medical services, 515 S. Main is one of several medical office centers 

surrounding Chelsea Community Hospital. It is located in the northeast corner of Main Street 

and Lincoln Street, 0.3 mile from Downtown. Tenants of this 8,000 sf center include two 

dentists, two pediatricians and two urologists. 

 

3.  Chelsea Clocktower Building 

 

  
 

Figure 12:  The Historic Clocktower Building is centrally located and highly visible for pedestrians and motorists on 

Chelsea’s Main Street 

 

The Chelsea Clocktower Building is an eight-story landmark building with a mechanical clock. 

It is located at 310 N. Main St, in the northeast corner of Main Street and Railroad's 

intersection. The building, initially constructed in 1907, was renovated within the last decade. 

It has office space over three floors, with an approximate floor area of 8,000 sf. Along with the 

rest of the Clocktower complex, this office center is owned by McKinley. The center has a 

diverse mix of tenants, including Chelsea-Area Wellness Foundation, Concept Insurance, 

Enercon Services, Farmers Insurance, First Equity Residential Mortgage, Go Docs Go, IDSC 

pharmaceutical consulting, John A. McDermott legal services and Purple Rose Theatre 

Company. 
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4.  Chelsea Clocktower Commons 

 

  
 

Figure 13:  Offices in Chelsea Clocktower Commons can be accessed from Main Street, a side parking lot or a side 

courtyard 

 

Built in 1906 and renovated in 2006, Chelsea Clocktower Commons is a historical building 

that is currently owned by McKinley. The center is located at 350 N. Main St, near Main 

Street's intersection with the railroad. It is composed of a 30,000 sf office building.Offices can 

be accessed from Main Street, a side parking lot or a side courtyard. All current tenants 

provide medical services. These tenants are Adult & Pediatric Dermatology, Advanced Dental 

Group, Dr. Rebecca Patrias, Physical Therapy Services of Chelsea, Proactive Chiropractic 

and Trinity Health – Michigan. 

 

5.  Chelsea Family Medicine and Specialty Services Center 

 

 
 

Figure 14:  Chelsea Family Medicine and Specialty Services Center is one of several medical office centers in 

Chelsea. 

 

Chelsea Family Medicine and Specialty Services Center is a 22,000 sf single-story building, 

occupied by multiple University of Michigan clinics. It is located near Chelsea Community 

Hospital at 14700 E Old US Highway 12, approximately 1.1 mile from Downtown. 
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6.  Chelsea Office Center 

 

  
 

Figure 15:  Except for Rainbow Child Care Center, all other tenants of Chelsea Office Center are medical service 

providers. 

 

Completed in 2006, Chelsea Office Center consists of three 8,000 sf single-story buildings. It 

is located in the vicinity of Holiday Inn Express Chelsea at 1600 Commerce Park Drive 1.6 

miles from Downtown. Magellan Properties owns the center. Most of the center's tenants are 

medical services providers. They include Ascent Audiology & Hearing, DaVita Dialysis, Dr. 

Tromble-Short, Drs. Howlin & Page, Precision Spinal Care, Rainbow Child Care Center and 

TLC Eyecare & Laser Centers. 

 

7. IHA Chelsea Family & Internal Medicine Center 

 

 
 

Figure 16:  Although it has an address on Van Buren Street, IHA Family & Internal Medicine Center can only be 

accessed from Silver Maples Drive. 

 

IHA Chelsea Family & Internal Medicine Center is located within 0.2 mile from the Hospital 

and 0.3 mile from Downtown at 128 Van Buren Street. This medical care office center 

occupies a 5,000 sf building. 
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8.  Middle Square Professional Building 

 

   
 

Figure 17:  Middle Square Professional Building is a Downtown office center with access to a side parking lot. 

 

Located at 134 W. Middle Street, Middle Square Professional Building is one block away from 

Main Street in Chelsea's Downtown.This 14,000 sf office center has been owned by Stadium 

Development Co., LLC since 2008. Existing tenants provide health and financial services. 

Among the center’s tenants are Benson Hearing, Chelsea Eyeglass Company, Edward Jones 

financial services, Phillip Family Chiropractic & Wellness Center and Synergy HomeCare. 

 

9.  Pierce Lake Professional Center 

 

  
 

Figure 18:  Pierce Lake Professional Center is located in the vicinity of several shopping centers in southern Chelsea. 

 

Four single-story buildings with a total floor area of approximately 13,000 sf make up Pierce 

Lake Professional Center. This center is located near Polly's Country Market at 1303-1307 S 

Main St, 1.1 mile from Downtown. Versatile Investments, LLC owns the center. The center’s 

tenants include an orthodontist, oral surgeon and realtor. 

 

 

 

 

 



 

 

Chelsea, Michigan Office Market Analysis   14. 
Gibbs Planning Group, Inc. 
02 June 2015 

Table 3: Existing Office Centers in Chelsea 

 

Table 3: Most of Chelsea’s office centers are located within 1.5 miles of Downtown. 

 

 
 
Figure 9: Office centers in the CSA are mainly located Downtown, around Chelsea Community Hospital and in southern 

Chelsea. 

Map 
Designation 

Office Center Name 
 

Size 
Distance to 
Downtown 

1 1250 S Main St Center 8,000 sf 1.2 mile 

2 515 South Main Center 8,000 sf 0.3 mile 

3 Chelsea Clocktower Building 24,000 sf 0 miles 

4 Chelsea Clocktower Commons 30,000 sf 0 miles 

5 Chelsea Family Medicine and Specialty Services 22,000 sf 1.1 mile 

6 Chelsea Office Center 24,000 sf 1.6 mile 

7 IHA Chelsea Family & Internal Medicine Center 5,000 sf 0.3 mile 

8 Middle Square Professional Building 14,000 sf 0 miles 

9 Pierce Lake Professional Center 13,000 sf 1.1 mile 
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Limits of Study 

The findings of this report represent GPG’s best estimates of office demand in the study area. 

Every reasonable effort has been made to ensure that the data contained in this study reflects the 

most accurate and timely information possible, and is believed to be reliable. This study is based 

on estimates, assumptions, and other information developed by GPG’s independent research 

effort, general knowledge of the commercial real estate industry, market data from commercial 

real estate listing services, and consultations with the client and its representatives. 

 

No responsibility is assumed for inaccuracies in reporting by the client, its agents or 

representatives, nor in any other data source used in preparing or presenting this study. This 

report is based on information that was current as of June 2, 2015 and GPG has not undertaken 

any update of its research effort since such date. 

 

This report may contain prospective financial information, estimates, or opinions that represent 

GPG’s view of reasonable expectations at a particular time, but such information, estimates, or 

opinions are not offered as predictions or assurances that a precise level of income or profit will 

be achieved, that particular events will occur, or that a specific price will be offered or accepted. 

Actual results achieved during the period covered by our prospective financial analysis may vary 

from those described in our report, and the variations may be material. Therefore, no warranty or 

representation is made by GPG that any of the projected values or results contained in this study 

will be achieved. 

 

Actual results achieved during the periods covered by our prospective demand analysis may vary 

from those described in our report, and the variations may be material. Therefore, no warranty or 

representation is made by GPG that any of the projected values or results contained in this study 

will be achieved. This study should not be the sole basis for programming, planning, purchasing, 

financing, or development of any commercial project. This study is for the use of the client for 

general office market analysis purposes only and is void for other site locations or developers. 

 

For the purposes of this study, GPG has assumed the following: 

 

 The region’s economy will stabilize at normal or above normal ranges of population, 

household formation, and employment growth, while price and cost inflation remain at 

historic levels. 

 

 Employment distribution is based revisions to the SEMCOG and American Community 

Survey five-year estimates, and consistent with their revised projections, without a spike 

or decline in employment by SIC category. 

 

 Projected lease and vacancy rates, as well as product absorption models based on our 

proprietary econometric model of the relationship between changes in employment and 

population. The most current data has been gathered from the American Community 

Surveys, SEMCOG, U.S. Census Bureau, ESRI, COSTAR Group, Inc., LOOPNET, and 

local brokerage services. 

 

 

-- END OF REPORT -- 

 


