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Abstract 

 
This study investigates the role of homestay entrepreneurship in promoting sustainable tourism in 
Indonesia, emphasizing its impact on community involvement and local economic growth. By 
contextualizing homestays within the broader tourism framework, the research highlights their 
significance in providing authentic cultural experiences that cater to modern travellers' preferences 
for deeper connections with destinations. Key findings reveal that community involvement 
enhances guest experiences and fosters a sense of ownership among residents, aligning with 
existing literature advocating for community-based tourism. Additionally, integrating technology 
and effective marketing strategies is crucial for increasing visibility and engagement among 
homestay operators, showcasing the importance of adapting to digital trends in a competitive 
landscape. The study also addresses homestay entrepreneurs' challenges, particularly in light of 
global disruptions such as the COVID-19 pandemic, while highlighting their resilience and 
adaptability in navigating these obstacles. Overall, the research underscores the potential of 
homestay entrepreneurship to drive sustainable tourism while empowering local communities. 
Future research is encouraged to explore the long-term impacts of these dynamics on local 
communities and the tourism ecosystem, ensuring equitable and sustainable tourism development 
in the region. 
 
Keywords: Homestay Entrepreneurship; Sustainable Tourism; Community Involvement; Tourism 
Development 

 

INTRODUCTION 
 

In recent years, the homestay business has gained traction as a preferred 

accommodation option for tourists seeking authentic and personalized experiences. This 

growth is attributed to the increasing interest in community-based tourism, which 

emphasizes local engagement and cultural exchange. Research indicates that homestays 

benefit local communities economically and enhance social capital by fostering 

connections between hosts and guests (Heyprakhon, 2024; Takaendengan et al., 2022; 

Velan Kunjuraman, 2022). Furthermore, the unique socio-cultural attributes of host 

communities serve as significant attractions for tourists, contributing to the overall appeal 

of homestays (Takaendengan et al., 2022; Woli, 2022). Additionally, the rise of digital 

platforms has facilitated the visibility and accessibility of homestays, allowing them to 

compete effectively with traditional hotels (Patwal et al., 2023). This shift reflects a broader 

trend in tourism, where travellers prioritize immersive experiences over conventional 

lodging options (Gautam & Thapa, 2023; Jafar et al., 2022). Ultimately, the homestay 

model supports sustainable tourism development by promoting local economies and 

preserving cultural heritage, thus aligning with global sustainability goals (Bhutio et al., 

2022; Pasanchay & Schott, 2021). 

The growth of the homestay business can be attributed to several key factors that 

enhance its appeal to tourists. Firstly, preserving local cultures and traditional lifestyles is 
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a significant differentiation strategy for homestays, attracting tourists seeking authentic 

experiences (Singh et al., 2021; Thanvisitthpon, 2021). Furthermore, high service quality 

and customer satisfaction are critical, as they directly influence positive word-of-mouth 

marketing, which is essential for attracting new guests (Ukus et al., 2024). Additionally, the 

adaptability of homestay businesses during crises, such as the COVID-19 pandemic, has 

demonstrated their resilience and capacity for innovation. Diversifying, digital marketing, 

and community engagement have been pivotal in maintaining operations and enhancing 

visibility (Doan et al., 2023; Vija Kumaran et al., 2023). Integrating technology in 

marketing efforts, particularly through social media, has also proven effective in reaching 

a broader audience and improving customer engagement (Murniati et al., 2023). 

The homestay business presents significant opportunities for local entrepreneurs, 

particularly in rural areas where tourism can stimulate economic growth and community 

development. Homestays enable residents to leverage their cultural heritage and natural 

resources, thus creating a unique selling proposition that attracts tourists seeking authentic 

experiences (Pasanchay & Schott, 2021). This model generates income for families and 

fosters community engagement and social cohesion as local hosts share their lifestyles and 

traditions with visitors (Doan et al., 2023). Moreover, the growth of community-based 

tourism (CBT) has been instrumental in enhancing the visibility of homestays, allowing 

local entrepreneurs to connect with broader tourism networks and diversify their offerings 

(Lo & Janta, 2020). Integrating digital marketing strategies has further empowered these 

businesses to reach potential guests more effectively and manage their operations 

efficiently (Janjua et al., 2023). As a result, homestays have become a vital component of 

sustainable tourism, contributing to poverty alleviation and the preservation of local 

cultures (Thanvisitthpon, 2021). 

The homestay business faces several challenges that can hinder its growth and 

sustainability. One of the primary issues is the lack of financial resources and trained 

personnel, which limits the ability of homestay operators to effectively promote and 

manage their businesses (Datu Nordin et al., 2023; Doan et al., 2023; Tshin et al., 2022). 

Many entrepreneurs struggle with rising operational costs, particularly after the COVID-

19 pandemic, which has exacerbated financial instability and reduced tourist numbers. 

Additionally, the absence of formal hospitality and tourism management training poses 

significant obstacles for many homestay owners, leading to inconsistent service quality and 

guest experiences (Kafle, 2023; Rahayu, 2023). This lack of expertise can result in negative 

reviews and diminished customer loyalty, further impacting business viability (Y. L. et al., 

2024). Furthermore, homestays often grapple with marketing challenges, including limited 

online presence and ineffective use of social media, which are crucial for attracting modern 

travellers (Murniati et al., 2023; Ramlan et al., 2023). Moreover, regulatory issues and the 

need for compliance with local tourism policies can create additional burdens for homestay 

operators, complicating their operational frameworks (Datu Nordin et al., 2023; 

Thanvisitthpon, 2021). Addressing these challenges is essential for enhancing the resilience 

and sustainability of the homestay sector. 

Building on the outlined developments and challenges within the homestay industry, 

this article offers a state-of-the-art analysis focusing specifically on the Indonesian context, 

where homestays are rapidly gaining popularity as a vital component of the tourism 

ecosystem. Previous studies have highlighted the benefits of homestays in fostering 

community-based tourism and promoting sustainable economic growth (Heyprakhon, 

2024; Velan Kunjuraman, 2022), there remains a gap in research on the specific 

entrepreneurial strategies that can drive long-term success and competitiveness for 

homestay operators in Indonesia. This study aims to bridge that gap by identifying and 

analyzing key entrepreneurial approaches, including digital marketing integration, service 
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quality enhancement, and crisis adaptability. These are crucial for homestay businesses to 

thrive in a highly competitive and digitally-driven tourism landscape. By offering a deeper 

understanding of these elements, this research contributes to the ongoing discourse on 

sustainable tourism and provides actionable insights for homestay entrepreneurs, ultimately 

helping them to improve their market position and align with global tourism trends. 

 

METHODS 
 

This research utilizes a qualitative descriptive approach (Creswell & Creswell, 2018) 

based on secondary data to review the development of the homestay business and identify 

entrepreneurial strategies that can be applied within this industry. The secondary data was 

collected from various relevant sources, including academic journals, industry reports, 

books, articles, and official publications from tourism organizations. These sources 

provided insights into various aspects of the homestay business, including its growth, 

entrepreneurial strategies, and community-based tourism initiatives. The data was obtained 

through a comprehensive literature review and document analysis from academic 

databases, as well as from industry reports and government publications. The data collected 

was then analyzed using content analysis to categorize information into key themes, such 

as trends in homestay business development, strategies for managing and marketing 

homestays, and factors influencing success and challenges in the industry. To ensure the 

validity and reliability of the findings, source triangulation was employed, cross-

referencing data from multiple sources to ensure accuracy and credibility. Despite the 

advantages of using secondary data, this research acknowledges certain limitations, 

including the dependence on the availability of high-quality and up-to-date data and the 

potential lack of depth in exploring specific local contexts. 

 

RESULTS AND DISCUSSION 
 

Overview of Homestay Business Development in Indonesia 

The homestay business in Indonesia has experienced significant growth in recent 

years, becoming a preferred accommodation option for both domestic and international 

tourists. This growth is driven by an increasing demand for authentic cultural experiences 

as travellers seek to immerse themselves in local lifestyles and traditions. According to the 

Ministry of Tourism and Creative Economy of the Republic of Indonesia, the number of 

registered homestays has grown exponentially, reflecting a broader trend towards 

community-based tourism that prioritizes local engagement and cultural exchange 

(Kementerian Pariwisata dan Ekonomi Kreatif, 2024). The rise of digital platforms has 

further facilitated this growth by enhancing the visibility of homestays, allowing operators 

to reach a global audience and compete effectively with traditional hotels (Patwal et al., 

2023). 

Several key factors contribute to the expansion of homestays in Indonesia. Firstly, 

the Indonesian government has implemented supportive tourism policies that promote 

sustainable tourism practices and encourage community involvement. Initiatives such as 

training programs for local entrepreneurs and financial support for small businesses have 

been crucial in enhancing the capacity of homestay operators (Datu Nordin et al., 2023). 

Additionally, the increasing awareness of sustainable tourism among travellers has led to a 

preference for accommodations that offer unique cultural experiences and foster 

community engagement, further driving the demand for homestays (Singh et al., 2021). 

Furthermore, the COVID-19 pandemic has shifted consumer preferences towards more 



Navigating Challenges and Opportunities: Homestay 

Business Dynamics in Indonesia's Tourism Landscape 
e-ISSN: 2809-8862 

p-ISSN: 2086-3306 

 

Muhamad Iqbal Tawakal 

personalized and less crowded accommodation options, leading to a resurgence in 

homestay interest (Doan et al., 2023). 

A comparative analysis of homestay development across different regions in 

Indonesia reveals notable variations in growth patterns and operational models. For 

instance, Bali and Yogyakarta have established themselves as leading destinations for 

homestay experiences due to their rich cultural heritage and strong tourism infrastructure. 

Homestays often incorporate local traditions in these regions and provide guests with 

immersive experiences, such as cooking classes and guided tours of cultural sites 

(Takaendengan et al., 2022). Conversely, emerging destinations like East Nusa Tenggara 

and North Sulawesi are witnessing a rise in homestay establishments, although they may 

face challenges such as limited infrastructure and lower awareness of homestay offerings 

among potential guests (Woli, 2022). As these regions develop their homestay sectors, 

leveraging their unique cultural assets will be essential in attracting tourists seeking 

authentic experiences. The growth of the homestay business in Indonesia presents 

significant opportunities for local communities and entrepreneurs, fostering economic 

development while preserving cultural heritage. By supporting and promoting homestays, 

Indonesia can further enhance its position as a competitive player in the global tourism 

market. 

 

Entrepreneurial Strategies in Homestay Management 

Homestay operators in Indonesia employ various entrepreneurial strategies to 

enhance their competitiveness in the increasingly crowded tourism market. One common 

approach is service differentiation, where homestays offer unique experiences that 

distinguish them from traditional lodging options. This may include personalized services, 

cultural immersion activities, and locally sourced meals that allow guests to engage with 

the community. Additionally, many operators integrate community-based tourism 

principles into their business models, promoting local culture and engaging residents in the 

hospitality experience. Partnerships with local businesses, such as tour operators and 

artisanal craftspeople, further bolster these strategies by creating a network that enhances 

the overall guest experience while benefiting the local economy. 

Several case studies illustrate the effectiveness of these strategies. For instance, the 

"Kampung Homestay" initiative in Yogyakarta has successfully integrated local artisans 

into their offerings, providing guests with workshops on traditional crafts, which enriches 

the visitor experience and supports local craftsmanship. Similarly, the "Bali Eco Stay" has 

differentiated itself by focusing on sustainable practices, offering eco-friendly 

accommodations, and promoting environmental conservation through educational tours 

(Takaendengan et al., 2022). These successful examples highlight how integrating local 

culture and community involvement can create a compelling narrative for homestay 

businesses, attracting tourists seeking authentic experiences. 

Implementing such strategies significantly enhances competitiveness in the market. 

Digital marketing plays a crucial role, allowing homestays to reach a wider audience 

through social media and online booking platforms, thus increasing their visibility among 

potential guests. Moreover, continuous improvement in service quality, driven by feedback 

and guest interactions, fosters customer loyalty and positive word-of-mouth referrals. By 

leveraging their unique cultural heritage and emphasizing community engagement, 

homestay operators can effectively position themselves as desirable alternatives to 

conventional hotels, thereby thriving in the dynamic landscape of the tourism industry. 
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Role of Technology in Homestay Promotion 

The role of technology in promoting homestays has become increasingly significant 

as digital platforms and tools facilitate marketing and management processes. Many 

homestay operators utilize social media channels like Instagram and Facebook to showcase 

their unique offerings and engage with potential guests. These platforms enable operators 

to share visually appealing content highlighting their properties' cultural experiences and 

amenities. Additionally, the use of online booking platforms like Airbnb and Agoda has 

revolutionized the visibility and profitability of homestays. These platforms provide a 

global homestay audience, allowing operators to reach travellers prioritizing unique and 

local accommodations over traditional hotels. Research indicates that listings on these 

platforms often result in higher occupancy rates and revenue as they capitalize on the 

growing demand for authentic travel experiences (Gautam & Thapa, 2023). 

Several successful homestays have effectively leveraged social media and digital 

marketing strategies to attract guests. For instance, the "Rural Homestay" in West Sumatra 

has utilized Instagram to highlight guest experiences, showcasing the region's natural 

beauty and cultural heritage through vibrant photos and engaging storytelling. This strategy 

appeals to travellers seeking authentic experiences and fosters community among previous 

guests, encouraging them to share their stories and recommendations online. Another 

example is "Homestay Bali," which uses targeted digital advertising and influencer 

partnerships to reach potential guests, increasing bookings and brand awareness. By 

embracing technology and digital marketing strategies, homestay operators can enhance 

their competitiveness, improve operational efficiency, and ultimately drive higher 

profitability in the evolving tourism landscape. 

 

Challenges Facing Homestay Entrepreneurs 

Homestay entrepreneurs in Indonesia encounter various significant challenges that 

can impede their business growth and sustainability. One major issue is the lack of funding, 

which limits their ability to invest in necessary improvements, marketing, and training. 

Many operators struggle with inadequate infrastructure, particularly in rural areas, where 

access to essential services such as reliable electricity, internet connectivity, and 

transportation can be lacking. This infrastructure gap can negatively impact the guest 

experience and lead to inconsistent service quality, affecting customer satisfaction and 

retention rates. 

Regulatory issues and policy gaps further complicate the landscape for homestay 

operators. The absence of clear guidelines and support from local governments can create 

uncertainty, making it difficult for entrepreneurs to navigate licensing and compliance 

requirements. Many homestay operators face bureaucratic hurdles, such as complex zoning 

regulations and inconsistent enforcement of tourism policies, which can stifle innovation 

and discourage new entrants into the market. These challenges highlight the need for more 

supportive frameworks that recognize the importance of homestays in promoting 

sustainable tourism and community development. 

The COVID-19 pandemic has profoundly impacted the homestay business, with 

many operators experiencing significant declines in bookings and revenue as travel 

restrictions were implemented. In response to these challenges, homestay entrepreneurs 

have adopted various recovery strategies, such as diversifying their offerings by promoting 

long-term stays or work-from-home packages to appeal to domestic travellers. 

Additionally, many have enhanced their marketing efforts through digital channels to reach 

new audiences and implemented health and safety protocols to reassure guests. These 

adaptive strategies demonstrate the resilience of homestay entrepreneurs in navigating the 
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challenges posed by the pandemic while positioning themselves for future growth in the 

evolving tourism landscape. 

 

Success Factors for Homestay Entrepreneurs 

Several critical factors contribute to the success of homestay businesses, enabling 

them to thrive in an increasingly competitive tourism market. One of the most important 

success factors is community involvement, which fosters a sense of ownership and pride 

among residents. Engaging the community enhances the authenticity of the guest 

experience and helps create a supportive network that can provide valuable insights and 

assistance to homestay operators. Additionally, delivering quality service is paramount; 

satisfied guests are more likely to leave positive reviews and recommend the homestay to 

others, ultimately driving repeat business and referrals. Operators prioritizing customer 

service training and creating welcoming environments are better positioned to attract and 

retain guests. 

Another key element of success is the emphasis on unique cultural offerings. 

Homestays highlighting local traditions, cuisine, and activities can create memorable 

experiences that resonate with travellers seeking authentic interactions. By integrating local 

culture into their operations, homestay entrepreneurs can differentiate themselves from 

more generic accommodation options and appeal to a growing market of tourists who 

prioritize immersive experiences. Local engagement and cultural preservation are crucial 

in creating sustainable business models. By actively involving community members in 

homestay operations and promoting traditional practices, entrepreneurs can foster an 

environment that supports the continuity of local heritage while providing economic 

benefits to residents. This symbiotic relationship enhances the overall visitor experience 

and contributes to the preservation of cultural identities, which can be a significant draw 

for tourists. 

Homestays should focus on adaptability and continuous improvement to achieve 

long-term sustainability and growth. This includes regularly seeking feedback from guests 

to identify areas for enhancement and being open to innovation in service delivery and 

marketing. Additionally, leveraging digital platforms for promotion and guest engagement 

can help homestays reach broader audiences and stay competitive. A commitment to quality 

service, community involvement, and cultural authenticity will ultimately position 

homestay businesses for sustained success in the dynamic tourism industry. 

 

Opportunities for Future Growth 

The homestay business in Indonesia is poised for significant future growth, 

particularly in emerging areas such as eco-tourism, adventure tourism, and wellness 

tourism. These sectors are gaining popularity among travellers seeking unique and 

enriching experiences that align with their interests and values. For instance, eco-tourism 

emphasizes sustainable practices and environmental conservation, allowing homestays that 

incorporate green initiatives—such as using renewable energy sources, promoting local 

flora and fauna, and minimizing waste—to attract eco-conscious tourists. Similarly, 

adventure tourism, which includes hiking, diving, and cultural expeditions, offers 

homestays the opportunity to create tailored packages that enhance the guest experience 

through local guided tours and adventure experiences. 

Government initiatives and tourism organizations are vital in supporting homestay 

entrepreneurs in navigating these growth opportunities. By providing financial assistance, 

training programs, and marketing support, governmental bodies can empower homestay 

operators to develop their businesses further. Collaborative efforts between local 

governments, tourism boards, and homestay associations can facilitate networking 
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opportunities, promote best practices, and foster a more supportive regulatory environment 

that encourages growth and innovation in the sector. 

Entrepreneurs should focus on diversification and continuous adaptation to 

capitalize on market trends and improve their business models. This can involve expanding 

their service offerings to include unique experiences reflecting the local culture and 

environment, such as cooking classes, cultural workshops, or guided tours highlighting 

regional attractions. Additionally, embracing digital marketing strategies to enhance online 

visibility, such as leveraging social media platforms and optimizing listings on travel 

websites, can help homestays reach a wider audience. Building partnerships with local 

businesses, such as restaurants and activity providers, can also create mutually beneficial 

relationships that enhance guest experiences and generate additional revenue streams. By 

exploring new niches, engaging with government support, and adopting innovative 

practices, homestay entrepreneurs can position themselves for sustained growth in the 

evolving tourism landscape. This proactive approach will enhance their competitiveness 

and contribute to the local economy's overall development and cultural heritage 

preservation. 

 

Discussion 

The findings of this study on homestay entrepreneurship in Indonesia resonate with 

the existing literature while presenting distinctive insights that contribute to the broader 

discourse on sustainable tourism. First, contrasting perspectives on growth dynamics. 

Previous studies, such as those by (Ritchie & Crouch, 2005), emphasize the significance of 

destination competitiveness in driving tourism growth. In contrast, this research highlights 

that the surge in homestay entrepreneurship is less about the destination's competitiveness 

and more about the authenticity and cultural experiences. This shift suggests that while 

traditional competitiveness models remain relevant, the contemporary tourist is 

increasingly motivated by unique local experiences, as evidenced by trends documented in 

studies like those of (Wang et al., 2023), which suggest a growing preference for immersive 

experiences over conventional tourism. 

Secondly, Community Involvement is a Catalyst. The role of community 

engagement in enhancing the homestay experience aligns with findings from numerous 

scholars, such as (Jamal & Getz, 1995), who advocate for community-based tourism to 

foster economic resilience. However, this study provides new evidence beyond economic 

benefits, emphasizing that community involvement enriches the authenticity of guest 

experiences, leading to higher satisfaction rates and repeat visits. This finding aligns with 

the work of (Koara, 2021), which identifies community engagement as pivotal for 

sustainable tourism but adds a nuanced perspective by showing how active participation 

from locals enhances both service delivery and cultural exchange.  

Thirdly, technological integration and marketing strategies. Research has 

consistently pointed to the importance of technology in tourism, particularly in the context 

of digital platforms facilitating consumer access (Law et al., 2014). This study affirms that 

platforms like Airbnb and Agoda are instrumental for homestay operators in Indonesia; 

however, it adds a critical dimension by illustrating how social media marketing has 

revolutionized visibility and engagement. The innovative marketing strategies employed 

by rural homestay operators demonstrate an adaptability that aligns with findings by 

(Susanto et al., 2024; Živković et al., 2014), who argue that effective use of social media 

can significantly boost tourism engagement. However, this research further emphasizes the 

necessity of tailoring content to resonate with local culture and values, an aspect often 

overlooked in previous studies.  
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Fourth, challenges and resilience in the face of adversity. The challenges identified, 

such as funding issues and infrastructure deficiencies, echo concerns regarding rural 

tourism development. However, this study uniquely captures the resilience of homestay 

operators amid the COVID-19 pandemic. Operators have adapted by diversifying services 

and enhancing safety protocols, illustrating a proactive response to crises that reflects 

findings from the adaptive capacity. This resilience indicates a shift in entrepreneurial 

mindset, prioritizing adaptability and innovation over traditional operational strategies. 

The insights gathered from this study enrich the existing body of literature and open 

new avenues for future research. Investigating the long-term impacts of community 

involvement on sustainable tourism practices could provide valuable information for 

policymakers and entrepreneurs alike. Additionally, exploring the intersection of 

technology and local cultural preservation could yield insights into how digital platforms 

can be leveraged to support traditional practices rather than undermine them. In conclusion, 

exploring homestay entrepreneurship in Indonesia reveals a dynamic interplay between 

cultural authenticity, community involvement, and technological integration. While 

aligning with existing research, this study provides fresh perspectives emphasizing tourism 

entrepreneurship's evolving nature. As the sector continues to grow, fostering these 

elements will ensure sustainability and resilience in the face of emerging challenges. 

 

CONCLUSION 
 

This study comprehensively analyzes homestay entrepreneurship in Indonesia, 

highlighting its critical role in sustainable tourism development. The research began by 

contextualizing the importance of homestays within the broader tourism landscape, 

emphasizing their potential to offer authentic cultural experiences while contributing to 

local economic growth. Through community involvement, this study identified how 

homestays serve as accommodations and platforms for cultural exchange and community 

empowerment. The findings reveal several key dimensions that influence the success of 

homestay businesses. Firstly, the emphasis on authenticity and unique local experiences 

aligns with the evolving preferences of modern travellers who seek deeper connections 

with the destinations they visit. This shift underscores homestay operators' need to 

prioritize cultural immersion and local engagement. Secondly, community involvement 

emerged as a significant factor in enhancing the guest experience. Integrating residents in 

service delivery enriches cultural authenticity and fosters a sense of ownership and pride 

among community members. This collaborative approach mirrors existing literature's 

findings that advocate for community-based tourism as a vehicle for sustainable 

development. 

Technological integration and effective marketing strategies were highlighted as 

critical elements in driving visibility and engagement for homestay operators. The research 

illustrated how platforms like Airbnb and social media can be harnessed to reach a broader 

audience while promoting the unique offerings of local homestays. This insight adds a 

contemporary dimension to the discussion on tourism marketing, suggesting that 

adaptability to digital trends is essential for success in today's competitive landscape. 

Finally, the study identified the challenges faced by homestay operators, particularly in 

light of recent global disruptions. However, it also showcased the resilience and 

adaptability of these entrepreneurs as they pivoted their strategies to ensure sustainability 

amidst adversity. This aspect highlights the evolving nature of entrepreneurship in the 

tourism sector, where innovation and flexibility are paramount. 

This research underscores the multifaceted nature of homestay entrepreneurship in 

Indonesia, illustrating its potential to drive sustainable tourism while empowering local 
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communities. By fostering authentic experiences, leveraging technology, and emphasizing 

community engagement, homestay operators can play a pivotal role in shaping the future 

of tourism in the region. Future research should continue to explore the long-term impacts 

of these dynamics on both local communities and the broader tourism ecosystem, ensuring 

that the benefits of tourism are equitably shared and sustainably managed. 
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