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Capsule Hotels
Introduction
Accommodation and bed space are major global problems currently. The rising cost of living and the need to conserve the environment are pushing many people to homelessness. This paper explores the viability of the introduction of capsule hotels in the USA as a solution to homelessness and deficiency of accommodation. The paper explores the background of capsule hotels, the methodology of the study and an analysis of the findings. It offers recommendations for the best approach for entry into the USA market. 
Literature Review
Capsule hotels trace their history to Kisho Kurokawa, a leading Japanese architect of the twentieth century (Japan Info, 2015). Kurokawa was one of the founders of the Metabolist movement that believed that the human lifestyle should reflect nature by emphasizing his impermanence in the construction of impermanent structures (Stott, 2017). The Metabolist movement derived motivation from Japan’s frequent natural disasters that forced the population to rebuild their cities and dwellings after every episode. Kurokawa’s purpose therefore was to develop temporary structures that provided dignified shelter but offered the flexibility of rearrangement and easy development depending on the need – the capsule was the answer (Leighpanda, 2014). Unfortunately, Kurokawa’s idea met lack of acceptance as a Utopian idea and died out in the early 1970s only to reincarnate in the subsequent years. 
The capsule hotel is an accommodation facility featuring small capsules acting as rooms and offering just enough space for a bed with provisions for power outlets (Leighpanda, 2014). The capsule can take a spherical or cylindrical shape and it can be replaced in a building without affecting the rest of the structure. The concept targets businesspeople and travelers on budgets with no need for the luxuries and space available in conventional hotels.  It is cheap and basic while offering safe and comfortable accommodation.
The rising cost of living and the rise of homelessness has seen the growth of capsule hotels in recent years. In 2012, the China saw its first capsule hotel open in Xi’an. Two years later, Belgium got its first capsule hotel in 2014. Iceland followed with its first capsule hotel opening in Reykjavik in 2015. Hong Kong, Mumbai and Mexico welcomed their capsule hotels in 2017 (Sleep Capsule, 2017). The concept is growing and figures show that in 2016, capsule hotels had a market share of USD 159 million with projections for 2022 hitting USD 226 million (Lam, 2017). This growth is encouraging and promises potential in other areas of the world. 
According to market analysts, capsule hotels are ideal for airports to accommodate connecting travelers who need to rest before proceeding with their journey. Entertainment joints also offer great opportunity for revelers who get too drunk and need rest without the hustle of going home. 
Methodology
This study was by nature quantitative and employed secondary data from relevant authorities to make a case for capsule hotels in the United States of America. To begin with, it identified the demographic segments to whom the concept of capsule hotels would appeal to most. These were identified as the homeless, the backpackers and other travelers of middle income who would desire to save in their travels and families out to explore new concepts for fun. 
Information on the state of homelessness in Los Angeles was collected from the Los Angeles Homeless Service Authority. The study insisted on the latest figures which were recorded in 2017 to give an accurate picture of the current situation. The data obtained broke down the types of shelter in use by the homeless population Los Angeles. Data on the bed capacity in sheltered accommodation over the past ten years was used to triangulate the findings on homelessness to obtain a clear picture on the potential of capsule hotels in Los Angeles.
The luxury models of capsule hotels targeted families out for fun and identified Disneyland as the best partner for effective entry into this market. Consequently, the study collected the latest (2016) secondary data on amusement park attendance in the USA and worldwide. 
There was no data available on backpackers due to the nature of their travel. They did not register in hotels and spent in open spaces and other places where they paid little or no accommodation fee. This challenge would later inform the recommendations of this study. 
The data collected on the numbers of the potential users of capsule hotels in the United States was used together with the projected prices for capsules to compute the potential revenue. Simple quantitative statistics and arithmetic methods were used to calculate the immediate and long-term market potential of the capsule hotel business and to offer recommendations for the best entry strategy.
Data Analysis
This section presents the analysis of the data in accordance with the two categories that the study was able to find, that is, the homeless and the amusement park attendance in 2016.

Homeless
The data from the Los Angeles Homeless Services Authority for 2017 broke down the types of shelter used by the homeless population of the city. The types of shelter were car, van, camper, tent and makeshift shelter (LAHSA, 2018). The data further subdivided homeless population into individuals and families. For the purposes of this study and report, the type of shelter used by individuals and families remains irrelevant as all these homeless people are potential customers of capsule hotels. The data reported 57,794 individuals experiencing homelessness each night in Los Angeles alone, which remains the focus of this study and report. This figure will provide the potential revenue for the capsule hotels in the city.
This report proposes a capsule rate of US$30 per night. Multiplying this figure with number of homeless people per night:

Therefore, the capsule hotels can earn a revenue of US$1,733,820 every night. Multiplying this figure by the number of days in a month:

The capsule hotel market can earn a revenue of US$52, 014,600 per month.
Multiplying the figure by 12 (number of months in a year):

The business can earn an annual revenue of US$624,175,200 in Los Angeles.

Amusement Parks
The data for amusement park attendance is easier to manipulate. The attendance for Disneyland Anaheim in the USA for 2016 was 17,940,000. From the data, 75% of the attendees were children who make the target for the luxury model “nap rooms” in the form of capsules. This translates to:

Multiplying this number of children by the hourly charge of US$15 for the first hour (and assuming one -hour occupancy only):

The annual income from luxury models of capsules in partnership with Disneyland is US$201,825,000. 
Recommendations
This study recommends the bare-bones model of entry for the capsule hotel business in the United States of America. This model targets the homeless population of Los Angeles with the view to expanding to other cities in the future for several reasons.
First, the homeless population is used to sleeping in cots. The capsules offer a similar accommodation with the added advantage of privacy and security. This is particularly important because the normal American citizen espouses a culture of privacy that would be resistant to the small cots whose use would force them to share other amenities such as sitting and toilet facilities. 
In addition, the bare-bon entry model solves the real problem of homelessness. It will offer homeless people accommodation and resolve a problem whose solution has evaded the authorities for long. Consequently, it will find support from the same authorities. 
Plan of Action
The study suggests the immediate acquisition of land for the erection of capsule hotels for the homeless. There exists a lot of land in proximity to areas usually occupied by the homeless population at a cost of US$100,000-200,000. 
This paper recommends a starting point of the construction of 50 pods at a cost of US$1000-2000. The construction cost will translate to US$250,000 -500000 inclusive of US$200000 for the toilet and other facilities. This figure is manageable. The complete hotel will therefore comprise of 50 pods, showers, bathrooms and toilets secured adequately.
The management of the hotel should include a CEO, a vice president, a finance manager, an operations manager and a general manager. Other positions should include five sanitation workers, two receptionists and two or three security guards.
Conclusion
The capsule hotel concept is a new concept in the USA and most of the world. The low cost of construction translates to low cost to users. The individualist American culture is a threat to the successful entry of the business in the country despite its potential. Consequently, the bare-bones model targeting the homeless population of Los Angeles is the best entry point. This population is least likely to resist the small cots for accommodation unlike the middle class backpackers. The luxury model is viable but it requires collaboration with Disneyland, a requirement that depends on the agreement between the investor and the amusement park. Furthermore, the bare-bones model solves the real problem of homelessness. 
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