Turnkey Housing (Keyhos) & Turnkey Vacation Rentals (KeyVac) market opportunities for new lodging accommodations for St. Croix
SEDI newly proposed legislation of JumpStart Tourism, Workation and the Fifth Freedom Act would be incomplete without addressing the critical need of available and pricely competitive lodging of lodging opportunities and inventory. The island of St. Croix is in dire need of adequate hotel rooms at present.  St. Croix hotel room inventory is at an all time low, there are approximately 800 hotel rooms throughout the entire island.  And at that inventory level St. Croix will remain at a competitive disadvantage or nonexistent regionally and globally.  The island's tourism product is lacking in a number fundamental sectors.

In order for St. Croix to emerge as a viable tourism product and destination in the Caribbean region, and as a US territory it is imperative for the island to create, develop and construct the required lodging accommodations.  It has been at least 30 years since a new hotel has been built on St. Croix.  This problem has been further exacerbated with the closure of Hovensa (oil refinery), the prolonged economic depression, double digit unemployment, shrinking population, local business closure and lack of capital investments and projects.

An economic turnaround will not be realize or occur without the necessary and required introduction of new and amended innovative laws and policies to stimulate the local economy. To spur St. Croix economic growth in tourism, it is mandatory to forge and develop new strategies to create the required new lodging units.  As a consequence of the continued economic decline the housing real estate market is experiencing an over excess of vacant residential homes and properties. Is also an unacceptable amount of blighted and abandon private properties that have become an eyesore to the community.

What is needed is to provide property owners with the right tax credits, incentives and project funding source for renovation or rehabilitation of existing private properties, creating market opportunities for new lodging accommodations (hotels, bed and breakfast and private homes vacation rentals) in the downtown area and throughout the island. It will help you understand travel and visitation trends, existing competition, traveler market segments in the area, and projected room night demand. 

Lodging can be an extremely valuable addition to a downtown area. They bring leisure visitors and business people to the heart of a community. They can fill a compelling market need by accommodating visitors to area businesses and institutions. Lodging can generate sales for nearby retail and service businesses and capture tourism dollars in the community. Lodging also generate significant tax revenues while creating many new jobs for local residents.

Because of their central location, downtowns often provide great market opportunities for lodging development. Downtown sites are typically within close proximity to businesses and industry, colleges, hospitals, attractions, services and entertainment. These are important generators of room-night demand.

Market conditions in your area have a significant impact on the feasibility of a new hotel. The strength of the local lodging market affects how many rooms you can sell and the rates that you can charge. This section will help you analyze your market so that you can gauge the market potential of a new lodging facility in your community. This analysis is especially important in demonstrating the potential of downtown locations, as many lodging developers often prefer suburban or highway sites.

Lodging Consumer Trends

National and regional industry trends need to be considered as they may affect the profitability of a new lodging operation in your community.  Relevant trends might include the growth in demand for overnight accommodations, changes in travelers’ lodging needs, and new, innovative properties that are opening around the country.

Market Area Business and Tourism Activity

Lodging that primarily serve business travelers usually rely on the strength of the local business community.  The size, stability and diversity of major local employers are important factors that should be researched.  Plans for future business development should also be studied including growth in professional and technical employment.

Lodging in resort areas typically rely on local attractions to bring in customers.  Attractions may include natural or scenic sites, recreational activities, cultural or historic sites, special events and shopping and entertainment.  Operators of these attractions can sometimes provide you with estimates of attendance and seasonality trends.

An analysis of the transportation network serving the market area is also important.  Existing streets and highways and proposed improvements should be identified.  Distances to feeder markets (where the guests originate) may be particularly important for resort hotels.  Local economic and demographic trends should also be considered.

Examine the following market area characteristics and include all information relevant to a new property in your community.  Use several years’ data to identify trends.

Business and Economic Characteristics – room tax collections, eating and drinking place sales, retail sales, employment (levels, types, major employers), office/industrial space occupied, and existing and future major employers.
Tourism and Recreation Characteristics – visitation to parks, lakes, beaches, museums, casinos, festivals and events and other attractions.
Transportation Factors – distance from major cities, traffic counts, airport service, ferry volume and passenger rail volume.

*Municipal room tax collections can provide you with a measure of the growth in lodging revenues during the past three to five years.  This is typically a reliable source of data to supplement your analysis of area competition.

Lodging Demand Analysis by Segment

Based on local business and tourism activity, you should identify what market segments of overnight guests visit your community.  These market segments typically fall into four categories: business, leisure, group, and other.

BUSINESS TRAVELERS

Business travelers represent a large portion of lodging demand in many market areas.  They include people traveling on business representing commercial, industrial and governmental organizations.  Peak business demand is usually experienced Monday through Thursday nights.

It is important to understand why business travelers are visiting the market area and how many room nights they generate.  Reasons for visiting a particular area might include conducting business with a local company (recruiting, training and management meetings); calling on multiple businesses (by suppliers, vendors and sales representative); and stopping over between destinations.

Interviews with local business representatives can be the most effective way to estimate how many room nights they might generate.  Questions to ask include: type of visitors, frequency of visits, length of stay, where most visitors tend to stay and what rate range is acceptable.

LEISURE TRAVELERS

Leisure travelers may visit an area for a vacation, to attend sporting or social events, to shop, or to visit friends and relatives.  They might be staying over simply because they are traveling to other destinations.  Leisure travelers may be individuals, couples, families, or small groups.  Travelers visiting hospitals and universities are typically included in this market segment.

Leisure room demand is often seasonal.  In larger, more urban market areas, leisure room demand may be limited to weekends, summer months and holiday periods.  To measure the significance of leisure demand in your market area, interview the local visitor bureau, chamber of commerce and local event and attraction operators.  Also, study variations in room rates by day of week and time of year.  Higher rates usually indicate periods of higher occupancy. Finally, inspect local hotels to determine if they have been designed to serve leisure travelers.  Recreational facilities such as pools, fitness centers, tennis courts, snowmobile trails and other features may indicate the importance of leisure travelers to a particular property.

GROUP MEETING TRAVELERS

The group market consists of both leisure and business travelers.  Leisure groups include bus tours, school activities, athletic events, etc.  Tour groups are often brought to an area for sightseeing and attending special events.  Local attractions that appeal to leisure tour groups may have records of the numbers and names of tour operators who have visited their attractions.  The National Tour Association and American Bus Association, among others, can provide information on tour activity.

Business group meetings are typically associated with conferences, board meetings, training programs, seminars, trade shows, and other gatherings.  Often the sponsoring organization will be from the local area.  Out-of-town organizations may use local meeting facilities because they often rotate the sites of their regional meetings.  Information on the group meeting market can be obtained through state chapters of Meeting Planners International and the American Society of Association Executives.  Your community’s convention and visitor’s bureau or chamber of commerce can usually provide a good estimate of local group meeting activity.

OTHER TRAVELERS

Various lodging customers cannot be classified under the categories of business, leisure, or group.  These travelers may include construction workers, truckers, utility crews, airline personnel and others.  Activity at local truck stops, distribution centers, long term construction projects and other sources of demand could help you estimate the significance of this market segment.

Lodging Competition Analysis

The most important part of a lodging market analysis is the study of current and proposed competition.  The operating performance of existing local competition is a key indicator of market potential.  Conduct interviews with area hotel operators to effectively complete this part of your study.

An important part of your competition analysis is estimating the monthly and annual operation performance of each competitive property.  Performance can be measured in terms of occupancy percent and average daily room rate.

Occupancy Percent = number of rooms sold / number of rooms available

Average Daily Room Rate = total room revenue / number of rooms sold

In addition to occupancy and average room rates, each operation should be carefully studied to determine its strengths, weaknesses and competitive position in the market area.

Information on your competition can be obtained from interviews with management, hotel websites, American Automobile Association Tourbook, Mobil Travel Guide, and state and local lodging directories.

You should also investigate any plans for other new lodging operations in the area.  Too many new rooms can lead to depressed occupancy levels and “price wars.”  Local planners and the development departments of hotel companies are usually aware of developments proposed for your community.

The following items will help you analyze each competitor.

Location – proximity to sources of lodging demand, accessibility, visibility and surrounding neighborhood

Facility – age, exterior appearance and condition, interior appearance and condition, cleanliness, signage, types of rooms (suites, standard room,…), food and beverage outlets, function rooms and recreation (pool, fitness center)

Service – quality of service and extra services offered

Operating Information (from managers) – weekday vs. weekend demand patterns, historical occupancy growth or decline, monthly occupancy levels, number of 100% occupancy days per month, average room rate per month (after any discounts), major market segments served per month and major sources of demand

General Information – number of rooms, months open, published rates, franchise affiliation, ratings in travel guides, local reputation and plans for expansion or improvements

Location Analysis

Location is a critical consideration because it impacts your ability to draw customers.  It is important that your location be visible, accessible, convenient and attractive to your market.  Surrounding land uses are important for all types of lodging operations.  High traffic volume is very important.  Aesthetics of the area, noise, safety and other factors should be considered.  How you evaluate your location will depend on the type of property you are considering and the customers you hope to serve.

Hotels benefit from high visibility and proximity to generators of room night demand.  Local colleges, hospitals, attractions, services and entertainment are examples of “room night” demand generators.  Be sure to consider future growth patterns when analyzing your location.

Hotels in resort areas generate most of their business form leisure travelers who see the lodging facility and surrounding area as their “destination.”  Access and visibility, while important, are secondary to the quality of the facility, services, amenities, and nearby attractions.

Different types of lodging operations will have different location requirements.  Analyze your location using the factors listed below.  Be sure to consider other location criteria to your particular hotel development.

Description of Immediate Area – commercial profile, adjacent land uses, proposed developments, safety, and availability of nearby services (food, services, shopping)

Proximity to Demand Generators – businesses, colleges, hospitals and other institutions, convention facilities, and tourist attractions (museums, historical sites, recreation).

Traffic Volume – highway/street traffic counts and traffic patterns

Accessibility – proximity to major streets and highways, ease of entrance and exit

Other Issues – Site size and social, political and environmental concerns related to development downtown.


Turnkey Housing and Turnkey Vacation Rentals market opportunities for new lodging accommodations:
TurnKey Housing Solutions is a full service corporate and student housing provider catering to business travelers, government, students, military employees and individuals looking for short-term furnished apartments.  Turn-key real estate investing seems to have exploded in popularity over the last few years. With new websites and marketing ads announcing new companies on a weekly basis, turn-key companies seem to be sprouting up in every city and offering services in every corner of the country. In a recent international real estate publication, over half of the ads were touting turn-key real estate companies and their particular brand of done-for-you real estate investing. 

A turnkey or a turnkey project (also spelled turn-key) is a type of project that is constructed so that it could be sold to any buyer as a completed product. This is contrasted with build to order, where the constructor builds an item to the buyer's exact specifications, or when an incomplete product is sold with the assumption that the buyer would complete it.

Turnkey refers to something that is ready for immediate use, generally used in the sale or supply of goods or services. The word is a reference to the fact that the customer, upon receiving the product, just needs to turn the ignition key to make it operational, or that the key just needs to be turned over to the customer. Turnkey is often used to describe a home built on the developer's land with the developer's financing ready for the customer to move in. If a contractor builds a "turnkey home" they frame the structure and finish the interior. Everything is completed down to the cabinets and carpet. "Turnkey" is commonly used in the construction industry, for instance, in which it refers to the bundling of materials and labour by sub-contractors.

In real estate, turnkey is defined as delivering a location that is ready for occupation. The turnkey process includes all of the steps involved to open a location including the site selection, negotiations, space planning, construction coordination and complete installation. Turnkey real estate also refers to a type of investment. This process includes the purchase, construction or rehab (of an existing site), the leasing out to tenants, and then the sale of the property to a buyer. The buyer is purchasing an investment property which is producing a stream of income.

Turn-key is a term used by listing agents in marketing remarks to indicate that the home is move-in ready. This means that all appliances are in working condition and there are no obvious structural or electrical issues with the home. However, this doesn't mean that you shouldn't get an inspection if you decide to make an offer on a home marketed in turn-key condition. Homes that aren't in turn-key condition may include new construction that isn't completed at the time an offer is made or if a home requires extensive repairs.

Vacation Rental

A vacation rental is the renting out of a furnished apartment or house on a temporary basis to tourists as an alternative to a hotel. The term vacation rental is mainly used in the US. In Europe the term villa rental or villa holiday is preferred for rentals of detached houses in warm climates.

Types of accommodation

Vacation rentals usually occur in privately owned vacation properties (holiday homes), so the variety of accommodation is broad and inconsistent. The property is a fully furnished property, such as a holiday villa,apartment, cottage, condominium, townhome or single-family-style home. Farm stay can encompass participation on a working farm, or a more conventional rental that happens to be co-located on a farm. The client/traveler arranges to rent the vacation rental property for a designated period of time. Some rent on nightly basis similar to hotel rooms, although the more prevalent vacation rental industry practice is typically weekly rentals.

Vacation rentals can range from budget studio apartments to lavish, expensive private villas in the world's most desirable locations, some with price tags of many thousands per night and all the amenities you would find in any luxury accommodation (fully staffed, private beaches, boats, chefs, cooking lessons, etc.) to cater to the guests. Some vacation rentals, particularly condominiums or apartments, offer many of the same services hotels offer to their guests, e.g., front desk check-in, 24-hour maintenance, in-house housekeeping, and concierge service. At the other end of the spectrum are campervan and motorhome rentals.

Locations

Villa holidays are very popular in Europe, and main destinations include Italy, Spain, France, Germany, Greece, and Turkey. In France, they are known as gîtes.

Vacation rentals are available in most states of the US and is prevalent in major tourist areas such as Florida, Hawaii and California, as well as in other coastal areas withbeaches, where they may be referred to as beach houses, many of which are rentals. The vacation rental market is much larger in Europe than it is in the United States, and Florida is a popular destination for villa holidays for Europeans.

Comparison with other accommodations

Consumers unfamiliar with the concept of a vacation rental may confuse it with the seemingly similar, but distinctly different, timeshare. A timeshare can still be rented as a vacation rental should an owner decide to put his owned week(s) on a vacation rental program. Many timeshare resorts offer quarter ownership, which provides 13 weeks of use or rental.

A timeshare is a piece of real estate—often a fully furnished condominium—that is jointly shared by multiple owners. While different types of timeshare ownerships exist, in general, each owner bears a portion of the responsibility, along with the right to a segment of time in which he or she is granted sole use of the property. Timeshare resorts allow financially qualified guests to rent and tour their unowned properties and then make those properties available to the guest for purchase. Timeshare owners can also choose to bank their week with and exchange company such as RCI, or rent the unit.

Traditional Hotels generally do not include vacation properties. However, some contemporary resort developments include shared ownership components such as villas and condominiums that can be either rented through the hotel or rented out by their owners either directly or through agencies.

Listing services, agencies and management companies

Vacation rentals and villa rentals are arranged either direct with the owner or through an agency, usually via the internet. Many owners have their own websites, but most also use listing services, which display property information and photos provided by the homeowner. Because each property owner has his or her own deposit and payment requirements, cancellation policies, key-pick-up procedures, etc., a guest contacts the property owner directly in order to book.

The are different kinds of listing sites, with different specialisms (for example, destination-specific, luxury, rural, etc.) and features (such as instant booking or loyalty programs).

In contrast vacation rental agencies handle reservations and billing on the homeowner's behalf, and there is no direct contact between the guest and the owner. Because the fee or commission charged to an owner by an agency is higher than that charged by a listing service, the rent tends to be higher.

In the United Kingdom villa holidays are also sold by tour operators as packages including flights and car hire. This is convenient for guests who prefer not to make their own arrangements, but may not be cheaper and does not usually allow the guest to choose a specific property.

Most property owners contract a vacation rental management company to manage their vacation rentals. These companies handle housekeeping and property maintenance. Some management companies also act as agencies, marketing the vacation rental property, and handling reservations and billing. Most vacation rental management companies work on a commission basis, meaning they do not make a guarantee to the homeowner in terms of weeks that will be rented or revenue earned. Rather, they collect a commission ranging from 20% to 50% of any revenues generated.

