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FINDING A FINE BALANCE BETWEEN PROFITABILITY AND COMMUNITY SERVICE: “THE CHALLENGE OF FINANCING COMMUNITY BASED TOURISM PROJECTS”
Walvis Bay Spatial Development Initiative/Namibia International Investment Conference

A presentation by Ms. Olga Katjiuongua – Executive Director: NACOBTA

In this paper you will find something on:

1. Background of Community Based Tourism 
2. What is Community Based Tourism?
3. Overview of Tourism & CBT
4. Key objectives of CBT
5. Any progress?
6. General challenges
7. Challenges in financing CBTEs
8. Why should investors and financiers bother?
9. Conclusion
E-mail:  olga@nacobta.com.na
1. BACKGROUND
Namibia has seen a boom in long haul tourism arrivals since the dawn of independence as European travelers started to discover “Africa’s youngest nation”.  This growth encouraged many people to start tourism businesses.  The communal areas were subsequently developed as tourist destination by the minorities who had the resources.  The passing of the relevant policy by the line Ministry in the mid 90’s devolved rights to rural people to safeguard and benefit from natural resources.  The latter is an excellent incentive and it encourages as many local people as possible to get involved in conservation.    

With the assistance of organizations such as NACOBTA (membership organization formed by rural communities to be their voice in the tourism industry), a number of Community Based Tourism Enterprises (CBTEs) have been established and have become a valuable source of income to mostly the rural poor.  Most CBTEs are in the form of:

· Campsites

· Craft outlets

· Culture groups

· Traditional homesteads

· Lodges

· Guiding

· Information centres

· Museums

· Tour operator companies

The guiding principle is that these enterprises should be owned and as much as possible be operated by local residents.

CBTEs in 2006 have earned a combined income of N$26.8 million, while this income in 1994 was almost N$0.  5 700 people were employed by CBTEs, both in full time and part time jobs.  Typical jobs include camp managers, cleaners, craft makers, game guards, information officers, guides and grass collectors.  These individuals are generally given work related training on-site or elsewhere, to enhance their skills and carry out work with confidence.

The passing of the Nature Conservation Amendment Act in 1996 has seen the registration of 50 communal conservancies and it is in the conservancies were most of the community based tourism is happening.

2. SO WHAT IS COMMUNITY BASED TOURISM (CBT)
It is the type of tourism in which local residents invite tourists to visit their communities and they provide tourists with overnight accommodation facilities.  Residents earn income as entrepreneurs, land managers and service providers.  Tourists discover local habitats & wildlife and they enjoy traditional cultures, rituals & wisdom of the local people.  The communities preserve the heritage as they now discover that it has some commercial value.  Communities may also choose to get into partnerships with private sector for capital, clients, marketing and expertise.
3. OVERVIEW OF TOURISM & COMMUNITY BASED TOURISM
The Travel & Tourism economy contributed 3.7% to Namibia’s GDP in 2006, which is N$1.58 billion and it accounted for 18,840 jobs both fulltime and part-time, which is 4.7% of total employment in Namibia.  This is only the direct contribution.
The Tourism Satellite Account (TSA) has revealed that the sector has contributed N$6.78billion (or 16%) to the Namibian Economy, both directly as well as indirectly.  The sector is also responsible for 17.7% of the Namibian workforce (or 71 777 jobs)
Further, the TSA states that the sector is expected to grow at a rate of 6.9% per annum.
The total number of people who visited Namibia in 2006 was 833 345, according to statistics of the Ministry of Environment and Tourism.
On the other hand, Community Based Tourism generated an income of N$26 834 772 in 2006 which is 1.69% of the total income generated by the tourism sector and it accounted for 5 772 jobs (fulltime & part-time) which is 30,6% of the total tourism employment in Namibia. The number of jobs for which community based tourism was responsible in 2000 was 498.
There has undoubtedly been a phenomenal growth over time as CBT’s income in 1996 was N$568 850 and N$26 834 772 in 2006.  This Is an upward movement of 4 617%.  Visitors to CBTEs in 2006 are estimated to have been 110 000.
The diagrams below illustrate the increase in income generated by the sector and the various sources of income:
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4. KEY OBJECTIVES OF COMMUNITY BASED TOURISM
The overall objective of community based tourism is to reduce poverty in Namibia.  This is achieved through:

· Job creation

· Sustainable income generation

· Training and capacity building

· Empowerment

· Access to basic facilities (better roads, clean water, health and education)

A triple bottom line approach of economic viability, environmental friendliness and social responsibility, is used towards sustainable development.  This ensures that the local people are involved in development, they own facilities which are constructed with utmost respect to the environment and they generate regular benefits to compensate them for their conservation efforts.

5. ANY PROGRESS?
To date, the following small businesses have been established:

· 25 Campsites

· Numerous Craft outlets

· 2 Culture groups

· 2 Traditional homesteads

· 1 community lodge

· 5 Guiding entities

· 3 Information centres

· 2 Museums

· 11 Tour operator companies

Most of these enterprises were set up with donor funding.  Income from these enterprises is steadily increasing as described in earlier pages.  Other non financial benefits and/or success stories are:

· The CBT profile has been uplifted and there are many good products
· The private sector has begun to understand community based tourism and how community structures operate
· Best approaches  and processes are in place
· There is some level of Government support
· Products have been upgraded to meet market standards
· There is ongoing capacity building
6. GENERAL CHALLENGES
· The capacity of target community members is not always at the level required to understand issues related to tourism and business.  A lot of time is spent in bringing their capacity to an acceptable level.  Some cannot read or write.  This makes them susceptible to exploitation by those who have an upper hand.
· The rate of staff turnover is generally high.  Those trained end up looking for greener pastures as wages are low.
· The current management approach does not encourage entrepreneurship.
· CBT is isolated from the mainstream and is perceived as being of an inferior quality.
· There is a general lack of appreciation for free goods.
· There are limited resources available for marketing and product development.
· Most products are not demand driven.
· There is a lack of product diversification.  Few campsites offer activities in addition to accommodation.
· The support provided by NGOs is open ended and is not always business oriented

· Community dynamics hamper the effective execution of tasks.
· Marketing is not done before the time. 
7. CHALLENGES IN FINANCING COMMUNITY BASED TOURISM ENTERPRISES
· Tourism businesses generally experience a long product development cycle.
· There is a lack of business principles at community levels.
· Borrowing funds from financial institutions is too expensive for CBTEs as construction costs are too high and business is quiet in the initial years of operation.
· The remoteness of some CBTEs will lead to delays in repayments of loans and it is expensive to travel to towns where there are banking facilities.
· Using land as collateral can put this public resource at risk in the event of defaults.
· The pace at which communities move in taking decisions can be frustrating to the private sector.
· Managing expectations is a challenge for investors.
· There are inadequate incentives for potential investors e.g. tax holidays, subsidies for BEE, soft loans and support infrastructure. 

· The lengthy processes and procedures of negotiating deals can lead to high transaction costs.
· Tourism structures are specialized and not easy to turn into something else if the core business fails.
· Tourism businesses require a large capital outlay.
· There are not many specialized persons at financial institutions who understand how tourism businesses operate and good initiatives end up unfunded.
· It takes a lot of time for enabling policies to come into effect.
· The process of obtaining rights of leasehold can be lengthy.
· Land is slowly being used as collateral but this does not easily apply everywhere.
8. WHY SHOULD INVESTORS AND FINANCIERS BOTHER?
· There is an increasing demand for ecotourism & pro poor tourism and this, to an extent is an indication of the potential.
· Cultural experiences are satisfying to many responsible visitors.
· Namibia is tops in world’s sought after destinations.
· There is political stability, safety and security in the country and the industry is booming as a result. 

· Namibia’s rural areas have it all – culture, scenery, wildlife, serenity and many more.
· Namibia has a relatively good weather compared to Europe and other African countries.
· The country has built its name as a country where visitors usually get value for money in terms of the total experience.
· Even if the initial years can be slow, there can be endless returns after the pay back period.
· Investing in this country can help turn in into a better Namibia. 

9. CONCLUSION
The challenges raised above should be addressed and barriers removed in order to improve the profitability and sustainability of community enterprises.  NACOBTA will address some of these through its new Tourism Business Support Programme to be launch early in 2008 with the generous support of the Ministry of Trade and Industry and other donors. The financial institutions should reach down to community enterprises by designing affordable financial instruments and by giving grace periods for repaying loans.

Generally, joint ventures between the private sector and communities are mutually beneficial.  Subject to good planning, the private sector will make profits.  There are currently at least 4 sites for lodge development of which two are being offered at this conference.  The NACOBTA Joint Venture Unit facilitates the process of getting investors in to partnerships with communities.  The communities are encouraged to contribute financially and otherwise in order to become shareholders in mid and up-market tourism businesses.
The industry stakeholders should continue with awareness raising efforts at financial institution level, to enhance their understanding of tourism businesses.
It is hoped that the Ministry of Environment and Tourism’s barriers report of 2004 will be implemented.  The government is urged to continue supporting Community Based Tourism as it has emerged as a valuable tool for rural development and poverty reduction.  Finally, improved coordination among Government Ministries will expedite the implementation of projects.
NACOBTA would like to take this time to thank all of you for the time taken to listen to the presentation, and to go through this paper.
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