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EXECUTIVE SUMMARY !
This business plan is for a hostel on the Kenya Coast. This is not a million dollar venture, but 
a chance to run a business independently in an idyllic setting, and with a livable income. The 
plan does not involve a large net income, but can be started with an investment of just 
$10,000. In the first year, with an average 15% capacity, this business can expect to make a 
net income of $17,000. A salary for the proprietor could be drawn from net income. As 
word-of-mouth, advertising, and increased tourism draw more people to the hostel and 
occupancy increases to 30%, profit will rise to $70,000.  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Introduction 
Hosteling is a type of low budget accommodation used around the world by the 
backpacking community. In its original conception it was aimed at youth with limited 
budgets. In recent decades, however, the busiest and best hostels have been offering high 
value to the varied traveller of all age groups and backgrounds who appreciate the low cost 
approach of the hostel operator. 
!
Kenya has its small share of hostels, appealing to international, regional and local 
backpackers. However there are areas along the coast that are highly frequented and easily 
accessed but do not yet meet the demand of this growing demographic. One such place is 
Malindi, an ancient port on the Kenya coast. A recent slump in the high-end tourism market 
there has forced many luxury hotels to lower their rates and appeal to the budget traveler. 
!
Within the vicinity of Malindi are marine and game parks, beaches, coral reefs, and ancient 
ruins. It boasts a vibrant local culture, water sports, snorkeling, and world-class big-game 
fishing, as well as the infrastructure to support a strong tourist economy. It is easily 
accessed from Mombasa by road, and has its own airport. For residents of the capital, 
Nairobi, it is a relatively affordable destination. With its laid back small-town feel and natural 
beauty, Malindi is an ideal location for a hostel, and yet none exists. 
!
This business plan will describe the opportunity for establishing a hostel in Malindi. The aim 
is convert Verena House, an existing ocean-front villa on Leopard Point, into a backpackers 
hostel. In addition to the villa there is a 25-metre salt-water pool, two private cottages and 
servant quarters, on 1.8 acres of land, well shaded by pine, frangipani, flame and palm 
trees. No new structures need be built and the owner is willing to forgo the first year’s rent.  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Location 
The Kenya Coast is an ideal location 
for this operation. Towns along the 
coast - Diani, Kilifi, Watamu, Malindi, 
and Lamu - already have the easy-
going backpacker feel to them. 
There is a range of accommodation 
available on the coast, but most of it 
caters to the medium- to high-end 
client. Only 4 backpacker hostels 
exist on the coast - 3 in Diani and 1 
in Kilifi - and they are fully booked for 
most of the year. This hostel will be 
located on the water f ront, 5 
kilometers south of Malindi Town. 
!

Founder/Proprietor  
The founder/proprietor will need extensive experience traveling and using hostels to 
understand what results in a good experience and what does not. He or she will also need 
experience managing a business in the leisure industry in Africa, as well as a network of 
hoteliers and local experts to offer guidance and lend a hand when necessary. Finally he or 
she will need a basic understanding of accounting practices.  
!
Although no facilities need to be built, there will be some renovation and equipment 
required, hence a basic understanding of building will also be an advantage. Trades will be 
hired to upgrade wiring and plumbing. 
!
Facilities 
The property is situated near a small naval base in a sleepy neighborhood 5 kilometers 
south of Malindi Town, a stone’s throw away from Malindi Marine National Park. Set set on 
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two acres of palm groves, pine, flame and frangipani trees, and surrounded by coral coves 
and silver sand beaches, it boasts breathtaking views of the Indian Ocean. Few lodgings, let 
alone hostels, on the Kenya Coast are better situated.  
!
The following amenities will be offered: 
!

• 25-metre swimming pool 
• Free WiFi 
• Excellent food at fair prices 
• Fully stocked bar 
• Friendly, helpful staff 
• Laundry service 
• Airport pick-up service 
• Water sport activities 
• Tours to local attractions 

!
It is a 2-kilometer journey to the nearest shopping centre, an upmarket mini-mall catering to 
expatriates, and an 8-kilometer journey to the nearest Nakumatt, a grocery store that is 
open 24 hours a day and 7 days a week. Local three-wheeled taxis, or tuk tuks, are a 
cheap form of transport and can be hired for sightseeing journeys.   
!
Pricing 
Beds will be priced competitively according to what other hostels on the coast are charging. 
• For en-suite rooms, of which there are four with four beds each, the charge will be KES 

2,500/= ($25 US) per person, breakfast included. 
• For tent rentals, of which there will be four with two beds each, the charge will be KES 

500/= ($15 US) per person, breakfast included. 
• To pitch a tent, the charge will be KES 800/= ($5 US) per person, breakfast included. 
!
Marketing 
Marketing will focus exclusively on social networks, public notice boards, and word of 
mouth, rigorously exploiting the global networks of backpackers and hostels. The property 
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will be listed on all reputable apps and networks - Backpackr, Hostelworld, Couchsurfing, 
InterNations, TravBuddy, WAYN, Be Welcome, GapYear - and be actively promoted on 
Facebook, Twitter, and Instagram, posting updates on a daily or weekly basis.  
   
Getting the property listed in the reputable travel guide books like Lonely Planet will take 
time. Meantime, the proprietor will take a proactive approach to customer reviews on 
Tripadvisor, responding to every comment, whether good or bad, to let guests know he or 
she is responsible for their well-being. The highest standards possible will be maintained. 
!
Upkeep 
Close attention will be paid to upkeep. The areas of maintenance that often get overlooked 
in hostels - plumbing, electrical components, tents, mattresses, wifi, and the pool - will be 
dealt with immediately when a problem arises, and by way of a monthly maintenance rotor.  
!
Exit Strategy 
The property has been up for sale for the past 4 years, but in light of a depressed property 
market on the Kenyan coast the owner does not expect a buyer any time soon. Should a 
buyer materialize and a good enough offer is made, the owner has agreed to give the 
proprietor 90 days to wind up operations, and will pay back the investor in full. When the 
business is operating at full capacity, the value of the property should increase considerably, 
making the combination of this business and the property a more attractive package.  
!
Growth Opportunities 
The growth opportunities are far more appealing and interesting. If occupancy rates grow to 
where reduced utilization in the low season is offset by extra revenue in the high season, 
then this makes good sense. A cap of 30 guests (16 x en-suite, 8 x rental tents, 6 x pitched 
tents) could be managed with the current space and would be the eventual limit. 
Additionally, or if the growth is not there, adding more services may attract the extra growth 
in occupancy rates and increase revenues. Kayak rental, as the hostel is next to the ocean, 
would be ideal. At $500-$1000 for a seafaring open-style kayak, this option would be very 
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affordable. The purchase of a dhow (lateen-rigged fishing vessels, characteristic of the 
Indian Ocean) for day excursions would provide an additional growth opportunity.  
!
A popular hostel model which has proved successful is the addition of a pub. The biggest 
obstacle would be obtaining the liquor license and ensuring revenue would exceed costs; 
however, with the space already paid for and the fact that most travelers enjoy a cold 
alcoholic beverage, it is doubtful this would be an issue.  
!
Risk Factors 
There are a number of risks associated with any new venture, and this one is no different. 
There are risks associated with the proprietor acquiring the necessary work permit, business 
accreditation, and/or liquor license. The risk of new incumbents and competition is reduced 
by the fact that this is not a glamorous job nor a money printing venture. 
!
Finally, there is a risk that insecurity issues may dissuade travelers from coming to the 
Kenyan coast, as has been the case in the past when travel advisories were issued. 
However, backpackers are less concerned with this matter; their demographic has proved 
the most durable in the leisure industry. 
!
Advantages and Unique Selling Points 

• Ocean-front property cooled by perpetual off-shore breezes 
• An adequate structure is already in place - a 3-bedroom villa and two private cottages 
• Spacious communal area with floor-to-ceiling levered doors and glazed stone floors 
• One year rent-free 
• ‘Private’ beaches adjacent to the property 
• 25-metre salt-water pool, shaded by palm groves, pines and frangipani trees 
• Expansive grounds - nearly two acres - with resident troop of Sykes monkeys 
• Navy base nearby for added protection 
• At 5 kilometers from Malindi Town - remote enough yet not too isolated 
• Walking distance from Malindi Watamu Marine Park, created to protect the rich 

biodiversity of the coastal coral reefs, which offers an array of water sports. 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*Marketing will focus on social networks, public notice boards, and word of mouth via the global networks of backpackers & hostels 

§Equipment: 2 x beer fridges, various catering appliances, 4 x tents, 4 x solar water heaters, 20 x chairs, and 16 x bunk beds. 
‡Yearly business/trade permit and yearly liquor license are excluded from the spreadsheet recurring yearly costs. 

BACKPACKERS CLUB, MALINDI - PROJECTED PROFIT & LOSS - YEAR 1 - US$

M01 M02 M03 M04 M05 M06 M07 M08 M09 M10 M11 M12 YEAR TOTAL

FIXED COSTS

RENT & UTILITIES Rent 0 0 0 0 0 0 0 0 0 0 0 0 0

Electricity $50 $50 $70 $240 $440 $440 $520 $520 $480 $400 $320 $480 $4,010

Water $40 $50 $70 $140 $220 $220 $260 $260 $240 $200 $160 $240 $2,100

Internet $70 $70 $70 $70 $70 $70 $70 $70 $70 $70 $70 $70 $840

STAFF SALARIES Cook $150 $150 $150 $150 $150 $150 $150 $150 $150 $150 $150 $1,650

Waiter 1 $120 $120 $120 $120 $120 $120 $120 $120 $120 $120 $120 $120 $1,440

Waiter 2 $100 $100 $100 $100 $100 $100 $120 $720

Cleaner $80 $80 $80 $80 $80 $80 $80 $80 $80 $80 $80 $880

Gardener $100 $100 $100 $100 $100 $100 $100 $100 $100 $100 $100 $100 $1,200

Askaris (x2) $180 $180 $180 $180 $180 $180 $180 $180 $180 $180 $180 $180 $2,160

TOTAL FIXED COSTS $560 $800 $840 $1,180 $1,460 $1,460 $1,580 $1,580 $1,520 $1,300 $1,180 $1,540 $15,000

VARIABLE COSTS Guests Guests Guests Guests Guests Guests Guests Guests Guests Guests Guests Guests Total Guests

BAR & KITCHEN / DAY / GUEST 0 26 70 140 220 220 260 260 240 200 160 240 2036

Meat $1.00 $0 $26 $70 $140 $220 $220 $260 $260 $240 $200 $160 $240 $2,036

Fish $0.50 $0 $13 $35 $70 $110 $110 $130 $130 $120 $100 $80 $120 $1,018

Vegetables $0.20 $0 $5 $14 $28 $44 $44 $52 $52 $48 $40 $32 $48 $407.2

Food stuffs $1.00 $0 $26 $70 $140 $220 $220 $260 $260 $240 $200 $160 $240 $2,036

Guest supplies $0.50 $0 $13 $35 $70 $110 $110 $130 $130 $120 $100 $80 $120 $1,018

Soda $2.00 $0 $52 $140 $280 $440 $440 $520 $520 $480 $400 $320 $480 $4,072

Beer $4.00 $0 $104 $280 $560 $880 $880 $1,040 $1,040 $960 $800 $640 $960 $8,144

Spirits $2.00 $0 $52 $140 $280 $440 $440 $520 $520 $480 $400 $320 $480 $4,072

Bar & Kitchen Subtotal $0 $291 $784 $1,568 $2,464 $2,464 $2,912 $2,912 $2,688 $2,240 $1,792 $2,688 $22,803

*MARKETING Advertising $300 $200 $200 $200 $200 $100 $100 $100 $100 $100 $100 $100 $1,800

Promotions $500 $500 $500 $200 $300 $500 $2,500

Marketing Subtotal $800 $200 $700 $200 $700 $100 $100 $300 $100 $100 $400 $600 $4,300

ACCOUNTING $300 $300 $300 $500 $1,400

‡TOTAL RECURRING COSTS $1,430 $1,361 $2,394 $3,018 $4,694 $4,094 $4,662 $4,862 $4,378 $3,710 $3,442 $4,898 $47,803

REVENUE

UNITS Monthly Capacity Units 
sold

Units 
sold

Units 
sold

Units 
sold

Units 
sold

Units 
sold

Units 
sold

Units 
sold

Units 
sold

Units 
sold

Units 
sold

Units 
sold

TOTAL UNITS

En-suite Beds (16) 486 0 9 30 60 100 100 120 120 120 100 80 $120 959

Tent Beds (20) 608 0 17 40 80 120 120 140 140 120 100 80 120 1077

Meals (guests x 1.5) 0 39 105 210 330 330 390 390 360 300 240 360 3054

Drinks (guests x 4) 0 104 280 560 880 880 1040 1040 960 800 640 960 8144

BILLED Unit Price Billed Billed Billed Billed Billed Billed Billed Billed Billed Billed Billed Billed TOTAL BILLED

En-suite guests $20 $0 $180 $600 $1,200 $2,000 $2,000 $2,400 $2,400 $2,400 $2,000 $1,600 $2,400 $19,180

Tent Guests $15 $0 $255 $600 $1,200 $1,800 $1,800 $2,100 $2,100 $1,800 $1,500 $1,200 $1,800 $16,155

Meal $5 $0 $195 $525 $1,050 $1,650 $1,650 $1,950 $1,950 $1,800 $1,500 $1,200 $1,800 $15,270

Drinks $1.75 $0 $182 $490 $980 $1,540 $1,540 $1,820 $1,820 $1,680 $1,400 $1,120 $1,680 $14,252

TOTAL BILLED $0 $812 $2,215 $4,430 $6,990 $6,990 $8,270 $8,270 $7,680 $6,400 $5,120 $7,680 $64,857

NET INCOME -$1,430 -$549 -$179 $1,412 $2,296 $2,896 $3,608 $3,408 $3,302 $2,690 $1,678 $2,782 $17,054

CAPITAL & ONE-OFF COSTS

Repairs $400 $200 $300 $900

Rennovation $500 $500

Furnishings $200 $100 $100 $200 $600
§Equipment $1,500 $250 $1,000 $200 $200 $3,150

Incorporation $350 $350

Work permit $2,500 $2,500

Travel $400 $400 $800

Contingency $100 $100 $100 $100 $100 $100 $100 $100 $100 $100 $100 $100 $1,200

TOTAL CAPITAL & ONE-OFF COSTS $5,250 $1,050 $100 $300 $200 $1,100 $600 $300 $400 $100 $300 $300 $10,000

CASH -$6,680 -$1,599 -$279 $1,112 $2,096 $1,796 $3,008 $3,108 $2,902 $2,590 $1,378 $2,482
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Conclusion 
Total costs of $47,803 against total billed of $64,857 will yield a first year profit of $17,054. 
This can be achieved with a start up capital of $10,000. 
!
Corporation tax will be paid to Kenya Revenue Authority and  a point of sale till system, 
determining VAT from the outset, will be implemented. More information can be found on 
the KRA website: http://www.kra.go.ke/index.php/domestic-taxes/income-tax/type-of-taxes  
!
The business can expect to break even at the end of month four when the hostel is 
projected to have 12% occupancy - an average of 4 guests a night. By the end of the year 
occupancy is expected to rise to 20% - an average of 6 guests a night - making the average 
occupancy in the first year 15%.  
!

15% occupancy = $17,054 profit 
50% occupancy = $107,132 profit 
100% occupancy = $237,183 profit 

!
The business opportunity is compelling. With a modest outlay invested in converting an 
existing ocean-front property on the Kenya coast into a backpacker hostel, a founder/
proprietor can expect to earn a livable income. And fill a gap in a burgeoning market. 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