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[bookmark: _Toc30004491][bookmark: _Toc30007704]1. Project Description with Business Case
[bookmark: _Toc30004492][bookmark: _Toc30007705]1.1 Project Description
This project is to build a “Sunflower” homestay with the theme of Rainforest in the residential area next to the Yanoda Rainforest Scenic Spot in Sanya, China ’s most representative tourist city in Hainan province, providing accommodation for tourists who are sightseeing in this area, the entire homestay from planning to operation is expected to take a year. The objectives of project are the occupancy rates of this homestay reach 70% after one-year operation, return of funds within three years and reach an annual profit of 5% after the return of funds.

[bookmark: _Toc30007706]1.2 Business Case
[bookmark: _Toc30007707]1.2.1 Unique geographical location and rich tourism resources
According to the tourism directory of the Ministry of Culture and Tourism, Hainan Province currently has 6 5A-level scenic spots, of which Yanoda Rain Forest Cultural Tourism Zone was rated as the national "AAAAA" tourism zone and "National Cultural Industry Demonstration Base". It is located at 18 degrees north latitude and is only 35 kilometers away from downtown Sanya. It is a true tropical rainforest. It has a concentration of five tropical rain forest in Hainan. It can be called China’s Diamond Rainforest Scenic Area (Yanoda Rainforest Cultural Tourism Zone,2019).

The unique geographical advantages of Sanya City and Yanoda Rainforest Scenic Area and abundant tourism resources provide the engine for the development of the local hotel industry. Like tourist attractions, homestays have dual economic and cultural importance (Guo, 2016). The successful implementation of this project can not only achieve profit, promote consumption, but also the cultural elements carried by the "sunflower" homestay can act as a cultural guide in the process of tourists' stay, enabling tourists to have a deep involvement in the local feeling.

[bookmark: _Toc30007708]1.2.2 Rising tourist market potential
In addition to its highly competitive resource advantages and geographical advantages, the number of tourists entering the province of Hainan and Sanya in recent years also shows the great potential of setting up a homestay. 

The economic development of the tourism culture and sports industry in the province shows a good trend of overall stability and steady improvement in quality in 2019. According to preliminary statistics, the province received a total of 83.14 million domestic and foreign tourists, an increase of 9% year-on-year, of which 1.42 million inbound tourists received, an increase of 12.4%; the total tourism revenue reached 105 billion yuan, an increase of 11%; the tourism industry added value increased by 10% in 2019 (Department of Tourism, Culture, Radio, Television and Sports of Hainan Province,2020).
According to the statistics of the city's tourism department, Sanya City had accumulative overnight visitors of 20.1890 million, an increase of 9.3% year-on-year from January to October in 2019. In November, there were 2.355 million, a year-on-year increase of 7.3%. Compared with other cities in Hainan Province, Sanya has the largest number of tourists, so it has huge market potential absolutely. The data only captures the four most representative cities in the tourism industry in Hainan Province (See table1) (Department of Tourism, Culture, Radio, Television and Sports of Hainan Province, 2019).
Table1 Overnight visitors in different cities
	
City
	Date: 11/2019
	Unit: Ten thousand persons

	
	November
	January to October

	
	Number of overnight visitors
	Number of overnight visitors

	
	Numbers
	YoY growth (%)
	Numbers
	YoY growth (%)

	Haikou
	199.45
	9.1
	1518.42
	2.8

	Sanya
	235.51
	7.3
	2018.90
	9.3

	Qionghai
	30.64
	2.7
	320.03
	1.2

	Wanning
	54.51
	4.4
	455.80
	10.1



Since the beginning of 2020, the scale of the inbound tourism market of Yanoda Rainforest Cultural Tourism Zone has shown a fiery trend. Nearly 300 foreign delegations enter the park in batches each day, with tourists from Russia as the main force. (Yanoda Rainforest Cultural Tourism Zone, 2020). The ever-increasing number of tourists and the high entry rate of foreign tourists provide a huge potential source of guests for setting up homestays.

[bookmark: _Toc30007709]2. Environmental analysis
[bookmark: _Toc30007710]2.1 SWOT analysis
For the environmental analysis of this project, this report will use the SWOT model (Fahy and Jobber, 2019, p.369). It has been divided into four parts: Strength, Weakness, Opportunity, and Threat.
[bookmark: _Toc30007711]2.1.1 Strength
Hainan Province is the only tropical island province in China, with its unique geographical location and tropical climate characteristics. Sanya City is located at the southernmost tip of Hainan Island, located at 18 ° 09′34〃-18 ° 37′27〃N, 108 ° 56 ′30〃- 109 ° 48′28〃E, the unique geographical location and tropical climate characteristics of Sanya City have laid a solid foundation for the development of tourism. 

As one of the "most beautiful forests in China", Yanoda Rainforest Cultural Tourism Zone is located at 18 degrees north latitude and 35 kilometers away from the center of Sanya. It is a veritable tropical rain forest with plant wonders, canyon stream springs, waterfalls and reefs, Li ethnic style, tropical fruits, it is a condensed collection of five tropical rainforests in Hainan Island (Yanoda Rainforest Cultural Tourism Zone,2019).

The unique geographical location and rich tourism resources make Yanoda Rainforest Scenic Area a hot tourist destination for home and abroad tourists, which also creates a huge advantage for the establishment of a homestay.

[bookmark: _Toc30007712]2.1.2 Weakness
Firstly, according to the product life cycle theory (Vernon, 1966), products, like human life, undergo cycles of formation, growth, maturity, and decline. As far as products are concerned, it is going to go through a stage of development, introduction, growth, maturity, and decline (See Figure1).
Figure 1 The product life cycle


       Introduction   Growth    Maturity   Decline 


This planned project is in the product introduction period during the product life cycle. It is often not recognized when it first enters the market, it has not yet gained a certain brand awareness, and has not captured market share. Therefore, it does not have a customer base. It may result in a lower occupancy rate of the homestay, which may result in an imbalanced income situation.

Secondly, this project is the first project for the organization to enter the Sanya homestay market. Although the partners have relevant work experience, being a leader and being an employee are very different, so there will be insufficient experience in the management and operation process, some emergencies that is difficult to deal with.

[bookmark: _Toc30007713]2.1.3 Opportunity
(1) Policy support for tourism
In the process of comprehensively promoting the development of tourism in China, Hainan Province, as a large tourism province with absolute resource advantages, cannot support the rapid development of tourism without the support of local policies. The implementation of the "Outline of Hainan International Tourism Island Construction and Development Plan (2010-2020)" and the "Hainan 59-country visa-free new policy" effectively provided greater policy support for the development of the tourism industry that attracted domestic and overseas tourists in Hainan Province.

In 2017, the "Thirteenth Five-Year Plan" for the development of Hainan's tourism industry was released, which proposed three goals for the tourism development of Hainan Province: by 2020, an international tourist island will be basically completed; by 2025, to build a world-class island leisure resort; by 2030, to build a world-class international tourist destination(The People’s Government Of Hainan Province,2016). 

With the gradual progress of policies, the scale of Hainan's tourism market will continue to expand. It is estimated that the number of tourists will exceed 120 million and the total tourism revenue will exceed 170 billion yuan by 2024(See Figure 2) (FORWARD THE ECONOMIST, 2019).

Figure 2 Forecast of the scale of Hainan's tourism market from 2019 to 2024 (Unit: Ten thousand persons; $100 million yuan)
[image: ]

(2) Policy support for the development of the homestay industry
In recent years, various tourism policies have mentioned the encouragement of the development of special homestays, and the homestay policy will continue to be favorable in the next 3-5 years. For example, to strengthen the planning and guidance of rural homestays at the provincial level, Hainan Province has issued a series of policies such as "Hainan Rural Homestay Development Plans (2018-2030)", "Hainan Rural Homestay Management Measures" and "Hainan Province Promoting Rural Homestay Development Implementation Plan" etc. Policies to guide the development of the country's homestay industry (FORWARD THE ECONOMIST, 2019). 

In 2019, Hainan Province plans to build 80 new homestays. By 2021, it is planned to build 480 special homestays in the province to cultivate Qiongbei Volcano, Qionghai Boao, Sanya Yalong Bay, Wenchang Bayen Bay, and Sanya West Island. Promote the development of global tourism (Hainan Daily,2019)

[bookmark: _Toc30007714]2.1.4 Threat
The booming tourism industry in Hainan has driven the boom of the homestay industry. A number of different types and levels of homestays have been established in Sanya so far. In addition to hotels, there are many existing competitors and the competitive environment is fierce.

At present, there are 556 homestays in Hainan Province, of which 145 are rural homestays, accounting for 26% of the total, and the gap between urban and rural areas is large. Homestays are mainly concentrated on the golden tourist routes in Sanya, Haikou and the east, showing a trend of cluster development. Among them, the number of homestays in Sanya accounts for 50.7% of the province (Sanya Daily,2019).

In addition to homestays, hotels account for a higher proportion in the accommodation industry. Sanya's mid- to high-end hotels are mainly distributed in Jiyang District, which have nearly 90 hotels so far. Jiyang District includes Yalong Bay, Yanoda Tropical Rain Forest and other tourism industries, while Tianya District and Haitang District each have 60 and 24 mid-to-high-end hotels (Meadin Institute,2019).

[bookmark: _Toc30007715]2.2 Stakeholder Analysis
For stakeholder analysis, this report will use a stakeholder matrix to divide the measurement factors into influence (or power) and interest, and determine the high and low of each factor separately (See Figure 3). High power, high interest stakeholders are Key Players, low power and low interest stakeholders are least important (Stakeholder map, 2008).




Figure 3 Stakeholder Analysis
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A: High power, Low interest 
-Relevant government departments
-Design team
-Construction team

Government policies and the review opinions of relevant departments determine whether this project can be implemented, and the design team and construction team have an important influence on the design style and construction progress of the "Sunflower" homestay. However, the success of this project is less profitable for the government, and the design team and construction team can only get returns from the areas they are responsible for, so the belong to “high power and low interest”.

B: High power, High interest
-Founder and partners

The founders and partners play a decisive role in the entire project. Not only the premise investigation, design and construction, or later operations, the founders and partners have absolute word power. At the same time, if the project is successfully put into operation, after the return of funds. They also make the most profit from sunflower homestays.

C: Low power, Low interest
-Communities

D: Low power, High interest
-Employees
-Customers

When “Sunflower” was put into operation, the staff in this homestay were responsible for providing services. They did not have a certain influence on things of this homestay, but they needed to get salary from the operation of the homestay. This is their source of life. Therefore, they have low power and high interest.

For customers, although it is necessary to consider customer preferences and tendencies in the preliminary survey, as far as the implementation of the entire project is concerned, the impact of individual customers is small. But after the completion of this homestay, customers will be access to have accommodations and they will enjoy all the services provided by the homestay, so they have low power and high interest.

[bookmark: _Toc30007716]3. Operational Requirement
The operation of this project requires some indispensable resources, including people, facilities, resources, and effective time schedule. These factors will affect the success of “Sunflower” homestay to completion and operation to varying degrees.
[bookmark: _Toc30007717]3.1 People
The personnel elements required to build the “Sunflower” homestay, as well as the role he plays or the qualities he needs to possess are listed (See Table 2).
Table 2 People elements
	Role
	Description or Qualities

	One founder
	1) The founder is the project initiator.
2) The founder owes a quarter of the shares of the whole homestay and decides everything about the homestay with partners.

	Three partners
	1) Partners are responsible for the “Sunflower” homestay with founder and each owes a quarter share of the homestay.
2) They need to have rich experience in hotel or homestay management operations.

	Investors
	If there is a problem of capital breakage, we need to introduce investment.

	Designers
	1) They need to have relevant interior design experience and adapt to local conditions. 
2) Those who have excellent design works or award-winning works will be hired first. 

	Construction team
	They need to have a high contractual spirit and be able to guarantee completion on time

	Employees 

	Including one store manager, one assistant store manager, three ordinary employees, four cleaning staff, etc.



[bookmark: _Toc30007718]3.2 Facilities and Resources
The academic community believes that the homestay is basically a unified host family hotel that is organized by the people in all villages and towns with the assistance of the government and developers, and is a farmer cooperative based on the tourism market (Guo, 2016). At the same time, Homestay shows a huge difference from hotel and other accommodation types. Compared with large-scale commercial hotels, homestay has the characteristics of naturalization, parity and closeness to people. It is based on relatively unique local natural and cultural landscapes. And the hostel operator has affinity and can solve various problems in the accommodation process in time.
As far as this project is concerned, the "Sunflower" homestay aims to combine the advantages of traditional homestay and hotel. Since the homestay operator is not the owner of the house, the manager only plays the role of the operator, not the local residents. The homestay has the attributes of a hotel and provides accommodation for tourists, but it still has the main characteristics of a homestay, including the landscape features of the tropical rain forest design. The manager also lives here and communicates with the tenants at any time.

The entire building is divided into two floors. The first floor includes the lobby reception, two rooms for manager and staff, a lobby bathroom, and a kitchen. The second floor contains guest rooms. There are seven rooms, divided into single rooms, double rooms, and triple rooms (See Table 3). Each room is equipped with a toilet. All the rooms maintain a uniform rainforest style, and the elements of each room can be different.

According to the “2019 Urban Homestay Business Entrepreneurship Data Report” released by “Zhen Guo Homestay”, a homestay booking platform owned by Meituan, China's largest online ordering platform, in April 2019, the initial investment cost structure of a city homestay includes four components: 3-month rent , Decoration costs, cleaning and water and electricity consumption. In terms of one room, 12,000¥ can operate the first homestay listing (see Figure 4) (Meadin Institute, 2019).


Taking this data report as a reference and taking into account the special attributes of Sanya as a tourist resort, the initial cost budget of “Sunflower” Homestay needs to be higher than the minimum level to avoid the problem of capital breakage. These are approximate estimates. The actual prices are subject to actual purchases (See Table 3).
Table 3 Facilities and Resources
	Layout
	Facilities and resources
	Cost

	
Lobby
	Hardware facilities: such as desk, sofa etc.
	5000-9000¥

	
	Software facilities: such as ornament, plants etc. 
	3000-5000¥

	
Kitchen
	Hardware facilities: such as cooktop, refrigerator
	7000-9000¥

	
	Software facilities: such as hand wash etc.
	500-1000¥

	Lobby bathroom
	Hardware facilities: such as toilet, shower etc.
	2000-3000¥

	
	Software facilities: such as shower gel etc.
	500-800¥

	Guest rooms with bathrooms
	Single/ Double/ Triple room
	Hardware facilities: such as matching bedding, including sheets, quilts, pillows etc.
	5000-7000¥

	
	
	Software facilities: decorative wall, pillow etc.
	1000-2000¥

	Rooms for staff without bathroom
	Single room
	Hardware facilities: such as bed, table, chair, lamp etc.
	3000-5000¥

	
	
	Software facilities
	1000-2000¥



[bookmark: _Toc30007719]3.3 Time schedule
In terms of the implementation, the Gantt Chart (1910) is often used for project management and convey information visually (Mind Tools Content Team, 2016). Hence the way to set a homestay detailly can be presented in the Gantt Chart below. Process, Time (Month) and Responsibility constitute this Gantt Chart (See Figure 5). 

“Process” shows the whole steps to build the “Sunflower” homestay, including market research and analysis, position and time management, designing and the final plan determining, budget management and construction, trial operation and monitor. “Time” is calculated in months, indicates how long each of these steps will take, preliminary estimates suggest that it will take one year in all. “Responsibility” shows the main participants in each step, such as founder and partners team, designers and Construction team etc.


Figure 5 Time schedule

	Month
Process
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	Responsibility

	Market research and analysis
	
	
	
	
	
	
	
	
	
	
	
	
	Founder team

	Position and time management
	
	
	
	
	
	
	
	
	
	
	
	
	Founder team

	Design and determine the final plan
	
	
	
	
	
	
	
	
	
	
	
	
	Designers and founder team

	Budget management and construction 
	
	
	
	
	
	
	
	
	
	
	
	
	Founder team and Construction team 

	Trial operation
	
	
	
	
	
	
	
	
	
	
	
	
	Store manager

	Monitor
	
	
	
	
	
	
	
	
	
	
	
	
	Store manager and founder team



[bookmark: _Toc30007720]4.Financial Projects
[bookmark: _Toc30007721]4.1 Costs
This project uses the “Work Breakdown Structure” (WBS) model (Cohen, 2018) to separate all the work so that it can clearly list the approximate cost of each step.
According to the previous time schedule, it can be seen that setting up a "sunflower" homestay requires a certain cost in house rent, design drawings, decoration construction, bill such as water and electricity used during construction, and the promotion online before putting it into operation (See Table 4).
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Table 4 Cost Schedule
	












WBS LEVEL 1:
1. A homestay_
170,000¥
	









WBS LEVEL 2:
1. A homestay

1.1 House rental fee _18,000¥
1.2 Design cost _32,000¥
1.3 Construction cost_73,000¥
1.4 Infrastructure_
40,000¥
1.5 Bills_3000¥
1.6 Publicity fee _4000¥
	WBS LEVEL 3:
1.1 House rental fee_18,000¥

1.2 Design cost
1.2.1 design fee_30,000¥
[bookmark: _GoBack]1.2.2 Designer travel expenses_2000¥

1.3 Construction cost
1.3.1 Cost of materials needed for construction_30,000¥
1.3.2 Workers construction wages_40,000¥
1.3.3 Extra care for workers_3000¥

1.4 Infrastructure
1.4.1 Hardware facilities_32,000¥
1.4.2 Software facilities_8000¥

1.5 Bills
1.5.1Water fee_1500¥
1.5.2Electricity fee_1500¥

1.6 Publicity fee
1.6.1 Entered the online homestay platform_3000¥
1.6.2 Online advertisement_1000¥





[bookmark: _Toc30007722]4.2 Income
Big data analysis report of mid-to-high-end hotel market in Sanya in 2019 (Meadin Institute, 2019) shows that the average price of a four-star hotel in Sanya also shows a downward trend, which is relatively slow. It reached a maximum of 350¥ one night per room in 2011 and a minimum of 289¥ one night per room in 2016. The average room price of a three-star hotel in 2017 was the lowest value of 133¥ one night per room, and the highest peak value in 2010 was 199 ¥ one night per room. In terms of changes, the average room rate showed a slow decline overall (See Figure 6).

Figure 6 2010-2017 Statistics of average room rates of star hotels in Sanya[image: ]

In addition, "Homestay Market Development Report" shows that the main consumer price of homestay is between 150¥-250¥, accounting for more than 35%; followed by 250¥-450¥, accounting for 30%; 450¥-800 ¥ is about 20%. As the future income of young consumer groups increases, it is expected that the main consumption range of homestays will move up. The price of mid-end hotels with a level of decoration similar to that of homestays is usually slightly lower, but most of the homestays are occupied by multiple people, such as family or friends, while the hotel is more for singles. As a result, per capita consumption is lower and more attractive to consumers (FORWARD THE ECONOMIST, 2019).

Therefore, the average price of “Sunflower” homestay built next to the Yanoda Rainforest Scenic Spot in Sanya City is 250 ¥ one night per room during the slack season, November-April of the following year. Considering the summer vacation for students in June to August and national holidays in May and October, the peak season is May to October, the average price is 400 ¥ one night per room, which consist of the main income after “Sunflower” homestay’ operation.

[bookmark: _Toc30007723]4.3 Break even
When “Sunflowers” is officially put into operation, the homestay will have corresponding revenue. However, to realize the return on capital, not only the cost of the homestay construction in the early stage, but also the daily loss after operation and the employee's salary must be considered. This project was designed that the manager and deputy manager are the founders and partners and not considering their salary for the time being. The salaries of the other staff such as two cleaners need to be paid.

Generally speaking, the occupancy rate of ordinary homestays in the slack season is about 30%, and the duration from November to April of the next year is 6 months. Every month is calculated based on an average of 15 days. In peak season, the minimum occupancy rate is 70%, which is also calculated based on the minimum 15 days per month, but the daily expenses of the peak season and the wages of staff need to be increased. Therefore, we can calculate the slack season and peak season income as follows:

	
Formula
	
Number of rooms sold × Unit price × Time- Daily expenses- Salary expenses = Income

	Slack season
	
30%×7×250×6×15-6×2000-6×1500×2=15,000¥ (Round up the number of rooms)

	Peak season
	70%×7×400×6×15-6×4000-6×2500×2=72,000¥ (Round up the number of rooms)

	Income for the first year
	
15000+72000=87,000¥

	Income after two years 
	87000×2=174,000¥



The preliminary cost estimate is 170,000¥, so ideally, the “Sunflower” Homestay will be able to break even after two years of normal operation.

[bookmark: _Toc30007724]5. Recommendations & Findings 
Through previous analysis, it can be found that national policies have provided quite strong support for the development of tourism and the homestay industry, which have provided policy advantages for the completion of the "Sunflower" homestay. Although the competitive environment is fierce, the overall advantages and opportunities are greater than disadvantages. Secondly, through a rough calculation, the "Sunflower" homestay can return funds for two years of normal operation without counting the salary of the founders and partners. Finally, China's national conditions currently encourage young people to start their own businesses, which provides many opportunities and support. All in all, this project should go forward.

The successful implementation of this project is inseparable from the relevant elements. The first one is the location. The choice of geographical location is the most important. It is related to the passenger flow and the positioning and style of the “Sunflower” homestay. Once the location is determined, it cannot be changed. Secondly, the design and decoration construction determine the quality of the homestay, which is directly related to the living experience of tourists and profitability of the homestay, so it needs to be taken seriously. Finally, some infrastructure and services in the homestay are also important elements to ensure and enhance the customer experience.

In general, ensuring the reasonable use of the above factors, ideally, the return of funds can be realized in two years, and the project can be profitable afterwards. With the extension of operating time, operators are more proficient in all aspects of the homestay, and make full use of online operations, it is expected to continue to increase the occupancy rate of the homestay and increase income, and make adequate preparations for the next branch.
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Figure 4 Initial input cost structure

销售额	3-month rent: 6000¥ 	Decoration costs: 5000¥	cleaning costs: 500¥	water and electricity bill: 200¥	6.2	5.2	1.7	0.9	
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