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EXECUTIVE SUMMARY 
 

Although tourism is considered the ‘backbone of Goan economy,’ there is a disturbing lack of a 
policy framework which ensures that the gains of tourism-related activities benefits local people, 
local communities and local entrepreneurs. This White Paper is a path-breaking attempt of small 
and medium enterprise (henceforth SME) owners in the tourist accommodation sector to 
highlight the problems they face, to propose policy solutions, and to articulate their social and 
ethical responsibilities toward an alternative tourism.  
 
The research for this paper covered a representative sample of the small and medium hotel and 
guesthouse (SMEs) owners from around the state. The study was conducted through multiple 
forms of data collection, including a total of 219 surveys collected from SMEs representing over 
1,600 rooms available in coastal villages from Pernem to Canacona. Four principles framed the 
study, namely, an equitable redistribution of the economic benefits through tourism; preservation 
of human dignity and meaning in tourism-related activity; the protection of nature and the 
environment; and democratic decision-making along with all stakeholders including local 
communities which are profoundly impacted by tourism.  
 
The White Paper comes in the wake of a Central Planning Commission report on the need for 
additional hotel accommodation around the country, especially in the coastal regulation zone 
(CRZ) areas of India. The report also proposes the establishment of casinos, hinterland tourism, 
and the formation of ‘tourism clusters’ around major cities. It may pave the path toward Special 
Tourism Zones (STZ), which are currently under consideration at the central level.  This does 
not bode well for Goa. In direct contrast, our White Paper presents research-based arguments in 
favour of small-scale, equitable tourism development rather than mass-based luxury tourism.  
 
It argues that, since 97% of the tourist accommodation sector is made up of SMEs, a substantial 
majority of which are owned and operated by Goan families catering to a vast diversity of tourist 
budgets, SMEs deserve to be formally consulted in tourism planning. Additional reasons why 
entrepreneurship in the SME segment needs to be financially and institutionally supported by the 
government are also presented. Primary among these is that SMEs support livelihoods and are a 
channel through which the benefits of tourism are widely distributed in the community.  
 
Some of the SME demands are: an annual budgetary allocation to ensure basic infrastructure 
such as steady 24-hour electricity and water supply, a well-planned sewage system, proper roads 
and a proper garbage collection and disposal system; a ‘single window’ clearance for a long-term 
Trade License; the reinvestment of luxury tax into the struggling agro-dairy-poultry-bakery 
industries in Goa; support for Goan entrepreneurship; immediate repeal of the Goa Town and 
Country Planning (Amendment) Act, 2008 (which excludes government projects from due 
process); a Tourism Tribunal; and genuine environmentally sustainable rural tourism.  
 
FOSAM submits this interim report to the government as an initial step toward a transparent 
and participatory approach to decision-making about the future of tourism in our state. We 
strongly believe that Goa needs sustainable, responsible tourism development with an emphasis 
on small and medium enterprises for the benefit of our communities. Once this has been put 
into place, tourists in large numbers will continue to be drawn to the state for its natural beauty, 
cultural heritage and harmonious social environment. 
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SMALL IS GOAN: Local Livelihoods and Community Benefits of Tourism 

 

Introduction 

Tourism is the second largest industry in Goa after mining in the post-colonial era. According to 

the state Department of Tourism, it is the “backbone of Goan economy” as about 40% of Goa’s 

population directly or indirectly derives its livelihood from tourism activities.1 It has a 

phenomenal influence on social, cultural, ecological life rhythms in the state with effects felt even 

by individuals and institutions not directly related to the industry. Yet, there is a disturbing lack 

of a policy framework that governs and regulates tourist trade in a manner that benefits local 

people, local communities and local entrepreneurs.  

 

This report is a path-breaking attempt of small and medium enterprise (henceforth SME) owners 

in the tourist accommodation sector to voice their concerns about the direction in which the 

industry is headed. It documents their experiences in the tourism trade and articulates their 

demands for a more socially, economically and culturally fair system.  

 

The purpose of this report is multi-pronged, namely: 

1. to highlight the problems faced by SMEs in the tourism industry; 

2. to analyze and propose policy solutions that will have a positive impact on local tourism 

entrepreneurs as a collective, and Goan society more generally; 

3. to articulate the social and ethical responsibilities of SMEs in a set of  codes and 

demonstrate their commitment to adopt it in practice;   

4. to spark a public debate with policy-makers and within the Goan community about a 

“People’s Vision” of tourism which integrates views of different segments of society.  

 

Accordingly, the concerns raised in this report do not simply highlight the private interests of 

entrepreneurs but the public entitlements of Goans who bear the brunt of how tourism is 

presently practiced. While stereotypes of hoteliers as a well-to-do class prevail, what remains 

hidden is a more complex picture of double standards and the difficulties faced by the ‘barikh 

lok’ (small people) who attempt to claim a piece of the tourism pie. The report tries to capture 

their story.  

 

                                                
1 Department of Tourism (2008) Citizens’ Charter, accessed on the Department’s website http://www.goatourism.org/ 28th June, 
2008. 
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This research raises several key questions that need to be tackled most urgently in the interest of 

Goa and Goans. They are: (1) What are the values upon which tourism management can be 

based to benefit Goa and Goans? (2) How can a more equitable, cooperative system be forged in 

order to ensure that the fruits of tourism can be shared fairly? (3) What kind of a ‘Goan 

experience’ do we want to offer visitors? And most importantly, (4) How can the government 

play a more supportive role in the SME segment? 

 

There are no easy answers to these questions but a process to forumulate some possible 

responses has been initiated by FOSAM and members of allied trades like the shack-owners and 

taxi drivers/owners. A common observation that motivated the formation of FOSAM was the 

haphazard manner in which policy decisions are taken without systematic analyses of the current 

situation or the impact on people and communities. Although 

existing legislation is framed in neutral and disarmingly objective 

terms, in practice it favours powerful, corporate interests in myriad 

of ways. FOSAM aims to challenge this trend by putting forward 

the collective voice of the small and medium hotels and 

guesthouses based on sound research and data. It seeks to 

contribute to the decisions that affect the daily lives of SMEs and 

at the same time, open up a public debate about tourism 

management and economic development in Goa. Ultimately, 

FOSAM hopes that better planning and careful execution of 

tourism-related policies, independent of party politics, will enhance the prosperity and well-being 

of Goans – as any industrial activity should.  

 

Certain underlying principles have guided the research questions and the proposals which have 

emerged from the study. First, much along the lines of Schumacher’s ‘small is beautiful - 

economics as if people mattered’ FOSAM operates in the belief that there needs to be an 

equitable redistribution of the economic benefits gained in the state through tourism-related 

activities. Every Goan resident should be able to enjoy improvements in her/his living standards 

and the expansion of community facilities and basic services such as health care and education 

facilities. Unfortunately, there has been no conclusive study to date of the economic impact – 

both the gains and costs - of tourism as the industry has evolved in Goa. But preliminary 

evidence shows that small and medium hotels and guesthouses contribute enormously to the 

state economy.  

If tourism is to be a 
genuine source of 
economic growth 
for Goans then the 
SMEs need to be 
encouraged, 
nurtured and 
treated as partners 
in development. 



 8 

 

Applying another element of Schumacher’s ‘small is beautiful’ thesis means that tourism must 

not merely be about production and profits but also bring dignity and meaning to economic 

activity. The tourist experience offered by SMEs is more of a cultural encounter between visitors 

and hosts than a form of self-centred escapism catered to by big, luxury resorts. The bubble of 

globally branded, familiar comfort that is recreated in the latter does not afford as much 

opportunity for an organic exchange of knowledge and experience of the local distinctiveness of 

place and culture. Besides the sun, sea and sand, which are available for a price elsewhere, the 

tourist may not really have a sense of being in Goa as opposed to any other place where such 

luxury hotels operate. SMEs, by contrast, are owned and run by families who are keen to convey 

the warm gaiety of Goan culture. The accommodation they provide embodies genuine Goan 

hospitality with a personal touch and homely environment, which transcends the commercial 

nature of luxury accommodation. Redefining Goa’s uniqueness in a 

fickle tourist market is one of FOSAM’s primary objectives.  

 

The third guiding principle that frames the study corresponds to 

the responsibilities of the business community to the environment 

and the protection of nature.  The environmental impacts of 

tourism are highly visible and well-documented in the press and 

study reports. What has been missing so far is a code of 

environmental ethics that the business community can adopt and 

practice in order to preserve Goa’s natural beauty and enhance public health standards. FOSAM 

is committed to the re-greening of Goa by practising basic tenets of sustainability, which the 

government can reinforce through financial and institutional support.    

 

Fourth, FOSAM favours democratic decision-making along with all stakeholders including local 

communities which are profoundly impacted by tourism. Tourism legislation at present favours 

large-scale, elite hotels and leisure facilities at the cost of local communities and local livelihoods. 

SMEs have never been collectively consulted on any proposed modifications to legislation or 

about their impact. These patterns need to be reversed. 

 

Thus, the report advocates an equitable distribution of benefits, a socially responsible tourism as 

a point of cultural exchange, environmental protection and democratic decision-making as the 

“The big hotels that 
are coming up are 
commercial and are 
killing off Goan 
culture. Our culture 
has to be 
maintained!” 
 
-- Small Guesthouse 
owner in Anjuna 
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ways forward. It provides a useful counter to the aggressive drive toward large-scale tourism 

development that is currently adopted in Goa.  

 
Background  

Early meetings held by the Council for Social Justice and Peace of the Archdiocese of Goa to 

organize the coastal communities of Goa revealed the extent to which Goan families were 

dependent upon the tourism industry, and the serious implications this was having on families 

and communities. The two primary questions that emerged repeatedly at the various meetings 

were: who benefits from tourism? and at what cost? An emerging consensus that developed as a 

result to these community meetings was that these questions deserved to be tackled head-on in 

consultation with those who are part of families and communities affected by tourism and 

simultaneously provide services upon which the industry thrives. The contours of this object-

subject identity in relation to tourism were discussed and gradually began to take shape in various 

trades groups of tourist taxi-operators, shack-owners, vendors, and small and medium 

guesthouses and hotels. Tourism-related social problems such as mounting garbage, paedophilia 

and drug abuse were some of the themes upon which these trades groups deliberated. However, 

it soon became apparent that issues of social responsibility and ethics could not be addressed 

without simultaneously tackling the fundamental problems associated with the unfair structure of 

the tourism industry itself and the piece-meal manner in which it has been governed to date.  

 

Trades people expressed a general feeling of frustration that their situations were not taken into 

account in policies, the lack of channels for an active role in influencing policies which had such 

a tremendous impact on their personal and professional lives. There was also a sense of 

harassment from different rungs of the administration, a lack of support for local 

entrepreneurship within an economic context which does not offer much variety of alternatives. 

The small and medium guesthouse and hotel owners were the pioneers in pursuing a systematic 

approach to paving a path out of the tourism impasse. The group of sectoral leaders who had 

come forward in the initial series of meetings insisted upon broadening up the scope of a policy-

development study to small and medium entrepreneurs in the accommodation sector throughout 

the state. The Federation of Small and Medium Hotels and Guesthouses in Goa (FOSAM) 

emerged out of these meetings. This interim report to the Goa State Legislative Assembly in 

2008 is the product of their efforts.   

 

This study will be followed up by a lengthier participatory exercise of integrating the rights and 

responsibilities of various segments of the tourism trades and soliciting the views and 
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experiences of allies within the broader Goan civil society and social movements. The purpose at 

this later stage will be to develop with public input a Charter of Responsible Tourism, which will 

stand the test of time through changes in the political regimes and the vagaries of local party 

politics.  

 
Methodology 

This study was conducted through a method of triangulation comprising quantitative and 

qualitative data obtained through a questionnaire, focus group discussions, and in-depth semi-

structured interviews of the primary stakeholders accommodation sector. For the purpose of this 

study, a small and medium hotel and guesthouse is defined as an accommodation of 35 rooms or 

less and is typically owner-managed. These include entrepreneurs who host visitors to Goa in 

their own homes in a ‘paying guest’ system by allocating separate bedroom(s) with attached 

bathroom(s) for a set period of time from one day to several months per year. 

 

Our study included a representative sample of the small and medium hotel and guesthouse 

owners from around the state. Participants in this study were contacted through the 

accommodation directory of the Tourism Department and through existing personal and 

institutional networks. Ten workshop style meetings were organized in different city and coastal 

locations of the state over a period of three months (May – July) during a relative lull in the 

tourism season.  

 

Each of these meetings began with an introduction to the organizations involved in supporting 

this project. Participation at these meetings ranged from 7 to 180 owners who actively 

participated by filling out the voluntary surveys, placing their concerns on the policy agenda and 

sharing their views in lively, facilitated discussions about potential solutions. Low levels of 

literacy, language differences and doubts about how the information would be used inhibited 

some people from filling up the questionnaires. Nevertheless, a total of 219 surveys were 

collected from SMEs representing over 1,600 rooms all over Goa. These were followed by in-

depth interviews with those whose experiences highlighted a variety of special cases. Additional 

meetings were conducted along special themes of concern to SMEs such as charter tourism and 

the possibilities of ‘alternative’ tourism. The results of the surveys and interviews are integrated 

with some secondary data in the following sections reflecting the areas of particular concern to 

SMEs. All in all, the research consisted of multiple forms of data gathering.  
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Besides these primary data gathering exercises, further informational interviews were conducted 

with travel agents, government officials and tourists in order to gain a fuller understanding of the 

driving forces in the leisure industry, the priorities and plans of regulatory bodies, and the 

perspectives of foreign and domestic tourists themselves. In short, this study is a pioneering 

attempt at a comprehensive analysis of the lacunae in existing policies and practices of tourism in 

Goa, and possible ways forward from the point of view of one segment of the industry – the 

small- and medium-size accommodation providers.  

 

Why should the Government Support Small and Medium Enterprises (SMEs)? 

On the 8th of August, 2008 at a private seminar on tourism held in Panjim, Goa, Governor Dr. 

Shivinder Singh Sidhu contended that “tourism should ensure that vital area of economic activity 

grows systematically, sustainably and harmoniously within the broad contours of morality, 

integrity and social responsibility.”2 This is precisely the direction in which FOSAM envisions 

tourism development in Goa. With SMEs are at the frontline of Goa’s hospitality industry, there 

are many reasons why they need public support and deserve it. But first, the developments in 

Goa vis-à-vis tourism development need to be considered within a broader national and 

international context for a sobering analysis of their implications. Placing a priority upon 

sustainability, entrepreneurship and local livelihoods in a well-crafted tourism policy is 

particularly essential at a time when there are many pressures to follow the dictates of top-down 

planning.   

 

In April 2008, the Central Planning Commission’s high-level committee on the services sector 

released a report of an impending shortfall in hotel accommodation around the country by 2010 

when India will host the Commonwealth Games. It observed that the coastal areas of India are 

under-developed, and called for a relaxation of the coastal regulation zone (CRZ) norms in order 

to permit construction of more hotels on beaches.3 The report also proposes the establishment 

of casinos and the formation of ‘tourism clusters’ around major cities. These clusters are set to 

be mega-projects over an area of 4 to twenty lakh square metres consisting of large hotels, 

restaurants, theme parks, golf courses, indoor games, and so on.  The proposal recommends that 

the government should grant infrastructure status to these clusters, so that they can access 

finance at cheaper rates and import equipment duty-free. Two months later in June 2008, the 

                                                
2 NT (2008) “Governor for evolving code of tourism ethics” Navhind Times, 9 August, p. 1 
3 The 1991 CRZ regulation forbids the construction of hotels (or other structures) within 200 metres of the high-tide line of the 
sea. 
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Ministry of Tourism announced that the report’s recommendations will be converted into a 

policy initiative in order to boost the global competitiveness of India’s tourist destinations.  

 

The supposed shortage of accommodation country-wide may provide the Ministry of Tourism 

with the rationale to use of the Special Economic Zone (SEZ) model to promote tourism 

through Special Tourism Zones (STZ). STZs will inject steroids into the already readily available 

subsidy package available to large hotels. Worse, the concept of STZs will be applied beyond the 

beaches to the far reaches of the country under various guises such as eco-tourism, hinterland 

tourism, and so on, as is the case in the Sindhudurg region of Maharashtra under the National 

Tourism Policy of 1992 which proposed Social Tourism Areas.4  

 

These reports and policy notices appear as mere rubber stamps of the trends already in motion at 

the local level in Goa. Vast tracts of land have been obtained by the government and have been 

given different labels such as ‘I.T. Parks’ and ‘SEZs’. Massive-scale tourism development is the 

mantra of the day. Five-star hotels, convention centres, theme parks, golf courses, Food Streets, 

and the like have been announced as ‘development’ of the state. The Goa Department of 

Tourism has recently been allocated Rs. 80 crores from the 

central Ministry of Tourism to be invested in five construction 

projects, four of which are labelled ‘eco-tourism’ in the 

hinterland of the state.5  

 

However, the basic problem which this constant flurry of 

construction activity seems to be addressing remains undefined. 

There have been no systematic studies of the need for more 

tourist accommodation in Goa, the impact of large hotels and 

leisure facilities on the numbers of tourist arrivals, or indeed, 

the long-term costs of the concretization of Goa. In fact, as reported in this White paper, there is 

evidence that occupancy rates in small and medium size hotels and guesthouses in Goa are far 

below desirable levels and the dramatic increase in tourist accommodation (whether or not they 

are registered as such) over the past decade has held in check the price of accommodation in 

relation to inflation rates and the real estate market (see the Section on a level-playing field 

below). Even the Economist, a font of neo-liberalism, issues a warning to developing countries in 

Asia to heed the mistakes of the over-developed western countries in blindly pursuing mass 

                                                
4 Equations (2007) SEiZing India through Tourism, pgs. 6-7. 
5 Interview with the Director, 15th July, 2008 

“The hotelier who 
raises a 1,000-room 
monstrosity will pay for 
the bricks and 
mortar, but not for 
scarring the view or 
wrecking an historic 
monument.” 
 
-- The Economist, 15th 
May, 2008 
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tourism. In its words: “Mass tourism needs mass development, but don't pave paradise to put up 

a parking lot.” The paving of paradise in the case of Goa would lead to massive displacement of 

indigenous people and the destruction of coastal communities, which have depended upon 

ancestral land for their housing and livelihoods. Previous studies have documented the adverse 

effects luxury tourism in Goa has had on traditional occupations and the alarmingly high cost of 

basic commodities for Goans over the last couple of decades. These are costs which are typically 

not calculated in the economic analyses of tourism and have led to the current impasse in Goa’s 

development. This report proposes a more productive way forward by documenting the need to 

support small and medium enterprises in the accommodation sector and reasons why this would 

have a positive impact in Goa.  

 
About 95% of the Accommodation Sector is SMEs but… 

Based on the latest available figures provided by the Department of Tourism, the overwhelming 

bulk, ie. about 95% of the registered accommodation facilities in Goa are small- and medium-

size businesses. There are a total of 83 hotels in Goa which have 1 to 5 Star-deluxe ratings and 

2,324 hotels in the A to D categories. This causes a great deal of confusion in the manner in 

which hotels can be distinguished from each other.  

 

The ‘star’ system is a central government rating system and includes small and medium 

enterprises. The A to D categories are the state rating system but most of them are SMEs with 

the ‘A’ category overlapping with the 4- and 5-Star hotels; and ‘B’ category including the 2- and 

3- star hotels. In other words, size is only one of many factors in the two different rating 

systems. As a result, there is some overlap between the Star hotels and the A-D category hotels.  

According to FOSAM’s calculation, approximately 47 of the A to D categories are Starred 

hotels, while 12 of the hotels listed by the Tourism Department as Star hotels are SMEs.  

 

According to this calculation, Figure 1 below depicts the structure of the tourist accommodation 

sector according to size. At the bottom of the image is an unknown number of unregistered 

home-based segment of paying guest accommodation, which are not included in the official 

figures reported in the tourism statistics. Based on these figures of registered enterprises, the 

SMEs represent approximately 95% of the accommodation segment. It is also important to note 

that the number of enterprises projected in the figure below does not include the 

accommodation facilities managed by the Goa Tourism Development Corporation (GTDC), 

which raises the total of rooms available in Goa.  
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Figure 1: The Structure of the Tourist Accommodation Sector and the place of SMEs 

 

 
 
Source: Based on Tourist Statistics 2006-2007, Goa India, Department of Tourism, Government of India, p. 10 

 
The pyramid structure of the sector represents a highly skewed form of support and recognition 

of the contributions of SMEs in Goa. It is the large, starred hotels which are welcomed and 

benefit from the concessions offered by the government.6 The Tourism Master Plan 2011 for 

Goa, for example, outlines a number of sources and forms of institutional assistance for the 

development of tourism facilities. But SMEs would be ineligible for these precisely due to their 

size and the stringent requirements, eg.  an initial capital investment of Rs. 3 crores by the 

‘promoters’.7 Moreover, the SMEs do not have any institutional channel through which they can 

raise this and other grievances to the government as a collective. In comparison, the Tourism 

and Travel Association of Goa (TTAG), a private body, has representation on the committees of 

the State and Central governments for classification of enterprises in the accommodation sector. 

Furthermore, the Tourism Department is also represented on the Board of the TTAG.  

 
 
SMEs are owned and operated by Goan families 

Certain general characteristics are evident through the research conducted among a sample of 

tourism SMEs in Goa. The cultural identity of the research participants, for example, is 

presented in Figure 2 below. Given the current feeling of social marginalization among niz 

                                                
6 Acknowledged within the Tourism Department 
7 Tourism Master Plan – Goa 2011, Chapter 14: Investment Plan and Role of Public & Private Sectors, section 14.3 pgs 5-9. 

‘Home-based’ entrepreneurs – 
family-run guesthouses, paying guest 
accommodation 

1 – 5 Star 
Hotels plus 
some some 

A – B hotels 
 

[ 128 ] 

Small & 
medium 
Hotels & 

Guesthouses 

A – D 
categories 
plus some  

Starred 
SMEs 

 
[ 2,287 ] 
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Goenkars, it is important to point out that of the total, the majority (83%) were born in Goa and a 

further 16% were of Goan origin born in other parts of India or abroad. The identity of 1% 

could not be determined.   

Figure 2: Cultural Identity of Research Participants 

Born in Goa

83%

Unknow n

1%

Of Goan 

origin

16%
Born in Goa

Of Goan origin

Unknow n

 
 
Some of the SME owners have had professional careers and moved into tourism after retirement 

or as an opportunity to stay active. Contrary to the male stereotype of an entrepreneur and 

hotelier, over half (59%) of the total respondents were women. Although this does not mean 

that women are the sole proprietors of these hotels and guesthouses, it does imply that women 

are partners in the enterprise and play a lead role in their management. Some of the SME owners 

have worked abroad or have family members abroad and decided to invest their personal and 

family assets into tourism.  

 
SMEs cater to the Bulk of the Tourists in Goa 

The SMEs offer accommodation that meets a wide range of budgets and interests of tourists 

who come to Goa for a short visit.  The main criterion of course is their individual size. Figure 3 

below shows the wide spectrum of size within the SME segment of the accommodation sector 

by the number of rooms owned by the respondents. 
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Figure 3: Number of Rooms owned by the SMEs 
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The largest category (61%) is the small paying-guest type accommodation with 5 or less rooms 

each, with 20% of the respondents representing the mid-range size of guesthouses and hotels of 

6 to 10 rooms, and 19% in the next category of SMEs with 11 to 30 rooms.  

 

Size, however, has no bearing on the kind of facilities offered by each of the SMEs, which is 

depicted in Figure 4 below. Most of the SMEs (77%) were room-only accommodation, while a 

small percentage (23%) had other facilities attached to their hotels or guesthouses such as a 

restaurant or a swimming pool and a few offered other services such as sightseeing tours or 

massage.  

 

Figure 4: Accommodation Facilities offered by sample SMEs 
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Most of the respondents who provided room-only accommodation and had 5 or less rooms are 

part of the cottage industry which started long before tourism activities acquired the status of an 

industry, and came under the formal control of the government. Then and now, SMEs mainly 

cater to tourists who seek simple, clean and affordable accommodation and want to develop 

some contact with Goans. With the advent of charter tourism, this has slightly changed. The 

question of value-addition of charter tourism in Goa is often hotly debated and remains open.  

 

However, the role of SMEs in the down-to-earth hospitality business that meets all budgets 

cannot be doubted. Even the owners of larger hotels and guesthouses among FOSAM’s 

membership are personally involved in the day-to-day responsibilities of their role as hosts. Many 

SMEs have returning guests who became acquainted with their hospitality and return to them 

each time they visit Goa. One such repeat hostess described the relationship in the following 

words: “We’re treating them like family.” 

 
SMEs support Livelihoods and spread the Benefits of Tourism 

Integrating themselves in the tourism trade has been motivated by different factors. For many, it 

was the need to “earn my daily bread” or to “keep us going” in Goa. Tourism has opened up the 

possibilities for thousands to make a living. Figure 5 below presents the economic significance of 

guesthouses and hotels in the SME owners’ lives. For the majority of SMEs surveyed (76%), 

their accommodation facilities were their main source of income in a broader context of limited 

job opportunities in Goa.  

 

Figure 5: Economic Reliance on Hotels and Guesthouses 
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As shown above, only 24% of the SME owners had another business. In other words, the 

fluctuations in the flow of tourists, the seasonality of the industry, and the kind of tourists 
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attracted to Goa would have a huge impact on a large proportion of the hotel and guesthouse 

owners. An overwhelming majority (79%) of the survey respondents in Anjuna (Bardez) itself, 

for example, were women who have opened up their homes to paying guests either due to 

widowhood or due to chronic unemployment in their households, and the associated need to 

generate income.  

 

Interestingly, some of those who were in the accommodation sector owned another enterprise 

that also catered to tourists, such as restaurants, shacks, and taxi services, as presented in Figure 

6 below. Of the SME owners who had other enterprises, 35% were in a tourism-related trade 

such as tourist taxis while 47% were in other un-related trades such as supermarkets or other 

retail shops.  

 

Figure 6: Other Trades besides the Accommodation Sector 
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Given the heavy influence of tourism in Goa on people’s lives, tourism promotion and 

development, therefore, needs to take into special consideration the situation of the SMEs who, 

unlike the large luxury hotels, are the majority of the accommodation sector and cater to a wide 

range of budgets.  

 

Those in the SME sector, particularly in the bottom rungs of the accommodation sector, need to 

be supported for long-term security. The need for a decent livelihood was a common refrain 

among the owners of paying guest accommodation along the Goan coastline like Agonda, 

Canacona. The sore lack of economic alternatives is exacerbated by social and cultural barriers to 

women, particularly of an older generation, working outside the home. The draft Coastal 

Management Zone (CMZ) notification 2008 in particular threatens the right to livelihood and the 
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right to housing of former fishing communities who have been living on the coast for 

generations and may have extended their homes in order to host visitors. Needless to say, 

violations of the law need to be penalized. However, any ruling on this issue should be in respect 

to the intention of the law, ie. to protect the coastal environment, not harass the poor. At 

present, while traditional inhabitants of Goa’s coast are facing the demolition of their homes and 

all the insecurity that that entails, the CMZ overlooks the existence of big, luxury hotels which 

violate coastal regulations and cause more damage to the fragile eco-system than modest housing 

structures. The questions that arise from these double standards are: for whose benefit has 

coastal tourism been promoted for so long? How can a balance be struck between economic 

development for the most vulnerable Goans and the protection of marine eco-systems?  

 

Another reason to support SMEs that emerges from the data collected is that throughout the 

establishment and operation of small and medium hotels and guesthouses, the wealth generated 

is publicly distributed through a number of taxes, spin-off trades and (in)direct employment, 

while the costs are privately absorbed through a long list of license fees and debt-repayment in 

the SME sector. Large luxury hotels have enjoyed investment incentives like tax exemptions and 

subsidized infrastructure support as well as additional benefits offered by the state government 

ever since tourism was accorded ‘industry’ status in the National Tourism Policy of 1992.8 These 

incentives and subsidies constitute a huge cost to the public as they deprive the government of 

valuable revenue and instead, absorb funds that could be better spent in the social sector. Big 

hotels also cause irreparable damage to the Goan landscape, which has further ramifications for 

the environment that the Goan public bears, eg. water shortages which have to be compensated 

by water delivery by private tanks and the cost of fish. Moreover, the big hotels have national 

and international supply chains to procure items required to cater to the tastes of their clients. 

For example, the Intercontinental Grand Goa Resort at Rajbagh, Canacona, set over 100 acres 

with a helipad and golf course, imports its food and beverage ingredients “from various parts of 

the world.”9  

 

In comparison, the SMEs procure their supplies such as linen, food (milk, bread, meat, fruits and 

vegetables), toiletry items, and so on locally. They get very few, nominal concessions for 

infrastructure development or their operation. On the contrary, they have to bear all the costs, 

including private sewage management systems, without much support from the government. 

This is especially evident in the process of acquiring initial capital funding to set up a hotel or 

                                                
8 Equations (2007) SEiZing India through Tourism, p. 13. 
9 NT (2008) “Intercontinental – It does not get bigger than this in Goa,” Navhind Times, The Buzz section, 11 July, p. 2 



 20 

guesthouse in Goa. Contrary to popular perception, entering the tourism business for SME 

owners is not an easy, natural extension of their inherited wealth. Having family property to 

convert into a small guesthouse or hotel was the case for a tiny minority of SMEs, but a 

substantial majority of the sample surveyed had to rely of external funding. Figure 7 below shows 

this divide.  

 
Figure 7: Sources of Initial Capital Funding 
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While 34% were able to rely on their own savings and family property, the majority (62%) 

needed to obtain loans from their families, banks or the government. Often, it was a 

combination of these that helped them set up their hotels or guesthouses.  

 

Furthermore, as Figure 8 below shows, although the majority of the SMEs surveyed were free 

from debt, a significant portion of them (37%) were still in debt.   
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Figure 8: Current Financial Status in relation to Debt 
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While operating a small or medium hotel and guesthouse in a state of debt, the owners have to 

find all means possible to repay the loans at considerable interest rates and cannot expect any 

profits from their business ventures until they have cleared their debts. In other words, their 

hotel and guesthouse may be generating benefits for the local community but the costs are borne 

by the owners without any support from the government.  

In brief, planning the future of tourism in Goa needs to focus upon enhancing the livelihoods of 

Goans, particularly in the SME accommodation sector for an associated increase in community 

benefits. In the sections that follow, FOSAM puts forward its agenda to the government which 

is discussed in some detail in an expression of its commitment to carry forward a plan of 

redefining an ethical, equitable tourism in Goa.   

 

What do we want from the Government? 

This White Paper was envisaged not merely as a protest of the unbalanced form of tourism 

development in Goa, but an attempt to design practical proposals which would help pave the 

path toward a more secure future for Goans. FOSAM’s demands are framed around major 

problems perceived by SMEs in relation to running their businesses. These are: substandard local 

infrastructure, an exasperatingly cumbersome licensing procedure, lack of support for small-scale 

entrepreneurship, an unnatural dependence on charter tourism, a proliferation of unregistered 

rent-backs and large-scale hotel construction, and a distorted balance of coastal-rural tourism 

development. Each of these is discussed in more detail in the following sections.  

 

In general, however, it must be noted that the profile of SME owners as individual - or family-

run enterprises raises a set of issues that distinguish them from the larger, professionally-
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managed hotels. So far, their experiences as entrepreneurs and their issues have not been fully 

represented by the existing hotel associations. As such, it is important that the government 

recognise the unique role that FOSAM can play in tourism development in Goa. Therefore, we 

demand: 

 
Formal consultation of SMEs for a more balanced perspective on tourism 

 
Proposal 1: That FOSAM be recognized as a representative body of small and medium 
guesthouses and hotels with consultative status on future policies and participation in 
the Tourism Department’s promotional efforts, eg. trade fairs, etc. We would like to 
assert our right to register collective demands and establish democratically set standards 
within the accommodation sector with the interest of contributing to a community-based 
economy.  
 
 
Quality, Village-level Infrastructure 

Goa draws holiday-makers from the rest of the India and abroad throughout the year with its 

natural beauty. A well-established fact is that foreign tourists are attracted to Goa by the famous 

hospitality of Goans, the good value for money with the prevailing exchange rates, guaranteed 

warm weather and beautiful beaches in that order.10 However, a common refrain among foreign 

visitors is the inadequacies and woeful condition of the state’s basic infrastructure. Underscoring 

this point, Mr Platon Loizou, owner of Jewel in the Crown Holidays tour company in the UK, 

reports that the number of repeat visits of UK holiday-makers could be increased if basic factors 

such as public hygiene and environmental conditions in the state were 

improved upon. In a similar vein, nearly three-fourths (72%) of the 

survey respondents unequivocally asserted that improving the basic 

infrastructure, in coastal villages as well as in the major towns, was the 

most pressing need of the hour.  

 

Unfortunately, infrastructural development in order to boost tourism in 

Goa has usually been interpreted at the policy level as large-scale 

projects of expanding national highways, replicating airports, railways, 

and adding intra-state roads. This is evident in the needs highlighted in Chapter 8 of the Tourism 

Master Plan Goa – 2011, some of which have been put on a fast track toward implementation 

without due concern to their social or environmental impact. More fundamental problems such 

as the erratic power supply, insufficient running water, pot-holed roads, and piles of rubbish at 

                                                
10 NT (2008) “25% of Britons who come to Goa return,” Navhind Times, accessed on the Tourism Department’s website, 17th 
July. 

If Goa is to 
remain the 
welcoming host 
it has been, the 
highest priority 
is to ensure that 
our house is in 
order for locals 
and guests.  
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various nooks and crannies within villages and towns remain brazenly ignored. Indeed, it is these 

developmental failures which are proving to be liabilities in tourism.  

 

Most guesthouse and hotel owners testified that their customers, often foreign visitors, have 

commented negatively about the state of Goa’s infrastructure, the effects of which are faced by 

tourists and local residents alike. For example, the unstable and inconsistent electricity supply has 

created a heavy dependence on private power generators. In places of high concentration of 

private homes and guesthouses as in Calangute, the cumulative noise of the generators, 

particularly at night while fans and air-conditioners are in peak usage, is enough to disturb the 

neighbourhood peace. Not only is it a nuisance for local residents but tourists looking for a 

quiet, relaxing holiday in Goa are unlikely to find it despite the noise pollution regulation!   

 

In addition to their unsightly view and the stench that they emit, piles of garbage that remain 

strewn around public places pose a great health risk. They attract flies, foraging animals and 

create an ideal breeding ground for mosquitoes and rodents. 

Neglecting garbage collection can result in just one health problem 

that affects tourism. Given the alarming increase in fatalities due to 

malaria in Goa this year and the imminent pronouncement of the 

‘epidemic’ proportions of malaria in the state, it is high time that 

public health be taken seriously as a tourism concern. International 

tourists have a vast range of choices of places to visit, and India is 

recognised by the World Health Organization as a high risk country 

in terms of malaria. Goa with its year-round tropical climate and 

booming construction industry due to tourism multiplies the risk for visitors. Hence, tackling the 

causes of malaria would be a long-term social and economic security measure.  

 

Past studies have documented the degradation of ground water in pockets of high tourism-

related accommodation. In fact, water samples have shown such high levels of bacteria that 

warnings have been issued against drinking well water in these areas (Gonsalves & D’Souza, 

1998). With limited access to safe, drinking water in Goa and the abundant use of bottled water 

by visitors, tourism itself generates a tremendous amount of plastic waste when these bottles are 

discarded. In view of the sore lack of public rubbish bins, these plastic bottles end up on the 

beaches or in mounting piles of mixed waste. Keeping public areas clean, our beaches clear of 

litter and more critically, putting in place a proper garbage collection and disposal system in Goa 

“Tourism is 
doomed for us for 
years to come. How 
long can we 
continue this way? 
We are floating on a 
sewage bomb.” 
 

- Antonio D’Souza, 
Calangute resident  
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would contribute tremendously toward tourism promotion and raise the public health standards 

in the state.  

 

Owners of guesthouses and small hotels are the faces of Goa’s hospitality industry and therefore, 

usually are the first and immediate recipients of complaints from visitors. They have countless 

reports of minor accidents caused by poor lighting at night and the lack of proper footpaths, 

which cause unnecessary hassles and mar the tourists’ experiences in Goa. In many cases, hotels 

and guesthouses have even lost clients due to their location in badly maintained areas. Therefore, 

the highest priority in order to promote tourism would be to improve the existing roads, supply 

of electricity and water, to provide more access roads to interiors areas of coastal villages, to 

build proper footpaths, increase street lighting, and keep public areas clean.  

 

In line with its commitment to working with the government in order to improve the tourism 

potential of Goa, FOSAM invites the Tourism Department to co-host a participatory process of 

identifying and addressing the infrastructural needs at the village level. For example, although the 

government has exempted the SMEs with 10 rooms or less from the requirement of a private 

sewage treatment plant (STP), there is a dire need for a mapping exercise (using the Tourism 

Department’s own records of registered accommodation facilities) along with a study of existing 

sewage systems and scientific analysis of the carrying capacity of the coastal communities. This 

would provide a sound basis upon which infrastructural improvements can be made. It would 

also point to the need for parks and recreational centres that would benefit both locals and 

tourists in villages. Together with the cooperation of key governmental agencies, Goa’s villages 

and towns could become models of development. This in turn may generate an alternative 

tourism by drawing public and private sector leaders from other parts of the country interested 

in emulating the Goan experience.    

 
Proposal 2: Allocate 25% of the annual tourism budget to ensure quality infrastructure at 
the local village/city level including proper roads with adequate lighting at night, steady 
24-hour electricity especially during the monsoon, 24-hour clean water supply, a well-
planned public sewerage system and treatment plants, especially in highly concentrated 
coastal villages, regular garbage collection segregated at source from residences and 
businesses as well as public bins which are emptied on a daily basis, and beaches free 
from litter.  
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Stop making us Run from Pillar to Post to be a Host  

Anyone currently interested in establishing a small enterprise in the accommodation sector has to 

obtain a Certificate of Registration from the state Tourism Department. Entrepreneurs based in 

the North District have to approach the Assistant Director of Tourism based in Mapusa and 

those in the South have to approach the Assistant Director of Tourism based in Margao. 

However, before an application for this certification in the tourist trade 

is submitted, entrepreneurs need to procure authorization from a 

number of different governmental branches. These include the Town 

and Country Planning Department, the Public Works Department 

(PWD), the Fire Department, the Labour Commissioner, the local 

Panchayat or Municipality, and the Tax and Revenue Department. The 

actual number of licenses, No Objection Certificates (NOCs) and the 

fees charged for each of them varies depending upon the location of 

the proposed hotel or guesthouse and its size. Furthermore, the Tourism Certificate needs to be 

renewed each year through a similar procedure. For a list of licences required in the 

accommodation sector, see Appendix 1.  

 
According to the Goa Registration of Tourist Trade Act, the licensing process should take a 

maximum of 3 months after all the requisite paperwork has been filled and submitted to the 

Accommodation section of the Department, but this is often not the case for different reasons. 

The entire authorization process is an extremely cumbersome and frustrating one, causing a loss 

of business if the permissions are granted too late for the tourist season. There is a need to 

streamline the authorization process to ensure a fast turn-around for SMEs to start and run their 

establishments, which are season-dependent and therefore, time-bound. This is especially critical 

if entrepreneurship among Goans is to be nurtured (see the special Section below).  

 

To put a stop to the endless run-around, red-tapism and bribery that is involved in the 

certification process, there can be a certification committee that is set up at the Tourism 

Department which comprises a team of Inspectors who can visit the site and is qualified to 

examine the different requirements competently, and has the authority to issue the necessary 

certificate.  

 

There is also a need for more transparency in the procedure – the requirements need to be listed 

in full so that every start-up entrepreneur is fully aware of the details. See Appendix 4 for a clear 

set of instructions and incentives for registration of Small scale units in the manufacturing sector 

“Now I think, 
why did I open 
this hotel!!?” 
 
- a Panaji-based 
Hotel Owner with 
over 15 years of 
experience in the 
industry 
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for a comparison. More importantly, there needs to be better accountability of the authorities in 

terms of the time-line for the approval process. For example, if an entrepreneur submits an 

application file with all documents on Day 1, the file can be picked up with a license issued on 

Day X. If this is not the case, the applicant should receive a letter in writing outlining the reasons 

for the delay, and how the applicant can expedite the process. If this is not the procedure 

followed, there needs to be an appeal process in place (more on this in Section on a redressal 

system below).  

 

Apart from the process, the concept of licenses itself, as it is applied in practice, needs to 

questioned. The NOCs and licenses are not designed to address the real issues of fire safety, 

sewage management, and so on, but, in the words of one hotel owner, are used as a “policing 

tool” to tax those who come forward for them. This makes a mockery of the regulatory role that 

the government should be playing among the business community and does not mitigate the real, 

potentially negative effects of tourist trade. Instead, such requirements create more bureaucracy 

and loopholes through which businesses can squeeze with impunity. Moreover, the demand for 

so many licenses from even small operators opens up tremendous space for corruption and petty 

favoritism, which is a major concern for the tiny paying-guest accommodation owners.  

 

One example of a highly problematic piece of legislation is the recent notification requiring all 

hotels and guesthouses with 10 or more rooms to submit a form to the State Pollution Control 

Board in order to obtain a ‘pollution certificate’. This new mechanism symbolizes many of the 

serious flaws in existing regulation. It does not correspond to the operation mode of hotels and 

guesthouses which are in the tertiary sector of the economy (services), but is adapted wholesale 

from the secondary sector, ie. the manufacturing industry. So questions about the types, levels, 

and impact of pollution by hotels and guesthouses are not even posed. As one SME owner 

stated bluntly: “They have no clue what is to be done!” Instead, the accommodation owners are 

directed to a private consultant to have their paperwork filled out appropriately before obtaining 

a clearance certificate. The fee for this procedure is based on the value of the land and the cost 

of the building, as if there is a one-to-one correlation between these and the pollution caused, let 

alone the existence of a scientific system in place to reduce and manage the pollution. One SME 

owner reported the expenditure of Rs. 17,000 for this ‘license to pollute’. Furthermore, by 

insisting on the paperwork and accepting the fee, the State Pollution Control Board is officially 

sanctioning the operation of hotels and guesthouses as non-polluting, without using any 

standards or monitoring whatsoever.  
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Recognising the civic responsibility of the business community, FOSAM has submitted its 

members’ objections to the authorities in writing and requested a revision of the pollution 

control procedure, which is pending, and an exemption from this requirement until an 

appropriate system to assess, reduce and prevent pollution is put into place (see Appendix 2).  

 
Proposal 3: A ‘single window’ clearance with a long-term Certificate of Registration and 
Trade License issued for five years; a waiver of registration fees to guest-houses with five 
or less rooms; a strict adherence to the three-month time-line for clearance(s) or a refund 
of fees to the applicant; A substantial review of the licenses and clearances required to 
correspond more appropriately to the accommodation sector with the size of the hotel or 
guesthouse as a key factor, the most urgent one being the Pollution Control Board 
clearance.      
 
 
A Reduction in the Utilities Rate  

SMEs will be facing a particularly difficult season due to the recent hike fuel prices and a global 

recession in tourism this year. Worldwide, the cost of any holiday package which involves flights 

has gone up as the distance from the place of departure is the determining factor in the equation. 

For tourists, the question earlier was whether to go to Kerala, Goa or Sri Lanka because they 

wanted a holiday with sea, sun, and sand, and these places are somewhat identical in that regard. 

But today the question has become which destination will give the cheapest holiday. And Goa 

may not be on the top of the list.  

 

Consequently, the charter-related businesses in Goa will see a 

drop in their earnings as there is a strong drive to reduce the 

price of flight-inclusive package holidays. Negotiations for the 

renewal of charter contracts have been especially tough as tour 

operators have pushed the SMEs hard for lower margins. Even 

if the SME lowers the rate by just a few rupees per room once 

that is multiplied by the number of rooms and the number of 

months each of them will lose several lakhs this season. Even 

those who are not involved in charter business and host only 

domestic tourists will be affected if their guests’ holiday 

includes a flight.  

 

FOSAM asks that the government consider the tight financial circumstances in which SMEs 

operate and grant a reduction in the utility rates. Big hotels and luxury resorts are better poised to 

“Now the 
competition is not, 
after coming to Goa, 
which hotel to stay in, 
but destination versus 
destination. …So 
who is subsidizing the 
higher fuel costs?? 
We are.”  
 
-- Serafino Cota, FOSAM 
Convener 
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benefit from rebates and subsidies offered by the government than SMEs which have to operate 

on the same footing as the big hotels. Since the cost of gas is expensive for everybody, including 

domestic users, FOSAM acknowledges that it would be unfair to demand that the government 

lower it for commercial enterprises. 

 

However, the rate of power and water are areas that the government could reconsider. Currently 

in Goa, the minimum water charges are as follows:   

 
Table 1: A comparison of Water Charges in Goa 

Consumer Rate Monthly minimum 
Domestic Rs. 2.50/mt³ upto 20 mt³, and Rs. 5 for above 20 

mt³   
Rs. 30/mth 

Commercial Flat rate of Rs. 30/mt³  
   
Although there is a different charge for small hotels according to the defined billing system, in 

practice SMEs report being charged the commercial rate with only vague justification for the 

discrepancy. It is worth pointing out that the water tariffs for commercial enterprises in Goa are 

one of the highest around the country. In Panjim, there is an additional charge of 25% of the 

water consumption for sewage collection. Moreover, some SMEs around the state are forced to 

use bore wells and the government is economizing on water, ie. charging the SMEs commercial 

rates, but not providing the water consumed by them.  

 

The electricity charges under the Low Tension Commercial (LTC)-mix scheme designed 

especially for the tourism sector is acceptable to SMEs, requiring proof of certification by the 

Tourism Department and FOSAM requests that this stay the same.  

 
Proposal 4: A reduction in water and power tariffs with billing based upon the actual 
consumption.  
 
  
A Revival of the Goan Economy through Our Taxes  

In April 2008, the government informed owners of hotels and guesthouses about a change in the 

existing tax structure which stipulated that any amount of Rs. 250 and above per day would be 

charged as luxury tax. The new system would be as follows:  

 For accommodation at or below Rs. 250    NIL 
 For accommodation more than Rs. 250 but less than Rs. 750  3% 
 For accommodation more than Rs. 750 but less than Rs. 1,500 5% 
 For accommodation more than Rs. 1,500 but less than Rs. 3,000 8% 
 For accommodation more than Rs. 3,000    10% 
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It is difficult to understand the rationale behind this sudden modification. SMEs, especially the 

ones in the more modest ‘C’ and ‘D’ range of accommodation, will be adversely affected as they 

operate on very low occupancy rates and low profit margins. One hotel owner candidly 

expressed his anger: “We have received a letter from the commercial taxation officer that if we 

don’t pay, we will be put behind bars.  … Why? Have I stolen something from somebody? I felt 

very awkward. … ” 

 

More importantly, the luxury tax structure is a significant deterrent to small guesthouses which 

do not register. Why should the paying guest accommodation owners pay from their sparse 

earnings into a system that does not provide them any tangible 

benefits, and worse, throws hurdles along the way (see previous 

section)? FOSAM understands the need to create awareness among 

its members of the civic responsibility to contribute to the state’s 

coffers. A common conclusion among medium-size hotel owners is 

captured in the words of a Vasco-based hotelier: “Giving on rent is 

more lucrative than running a hotel.” However, to make a stronger 

case to the thousands of small and medium guesthouses and hotels, 

FOSAM emphasises on the one hand, the social responsibility of 

hoteliers to support local livelihoods, and on the other hand, the 

fiscal accountability of state agencies in re-investing the earnings from tourism activities back 

into the local economy.  

 

Specifically, we would like to see the development of linkages between different segments of the 

Goan economy. In Kerala, luxury tax collected from tourism is fed into the agricultural sector. 

Similarly, Goan agriculture, bakery, poultry farming, dairy, and piggery industries could be 

revitalized with the revenue generated by tourism. The exorbitant price of fruits imported from 

other states and abroad hurts Goans both financially and in terms of health. Organic farming 

could be encouraged. Pasture land does not only offer a scenic landscape for sore eyes but could 

support herds of grazing cattle for rich milk from a variety of sources, eg. buffalo, goat, and cow. 

According to the Manager of the Goa State Cooperative Milk Producers’ Union, the current 

scarcity of grassland for grazing and lack of water bodies where cattle can drink water are causing 

a severe shortage of milk in Goa. About 30,000 litres of milk are currently imported from 

Kolhapur (Maharashtra) and Belgaum (Karnataka).11 The ‘Made in Goa’ label would be a value-

                                                
11 Savaikar, R. (2008) “Bicholim dairy farmers shy away from milk industry,” Navhind Times, 1 August.  

 “Don’t attack small 
hotels. What is our 
earning capacity? 
What is our paying 
capacity? 
Government is 
milking the wrong 
cow.” 
 
- A hotel owner in 
Vasco 
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addition to the final tourism product. Imagine offering guests hot, freshly baked bread with pure 

milk and freshly squeezed juice from a wide variety of tropical fruits grown in Goa for breakfast.  

 
Proposal 5: Abandon luxury tax up to Rs. 800; Revert back to the old cut-off categories of 
1 to 10 rooms followed by 11-30 rooms, 31-50 rooms, and so on; Develop economic 
linkages between tourism sector and agro-poultry-dairy-bakery sectors through the tax 
structure and incentive system.       
 
 
A Fair Deal from Charter Tour Operators 

Ever since the launch of charter tourism in Goa in the mid-1980s, the number of charter flights 

has steadily increased (see Chart 1 below). This last tourism season, which began in October 

2007 and ended at the start of April 2008, has set new records with 641 flights, a figure which 

surpassed the previous year’s total of 627 flights from 11 countries. The charter flights from the 

UK continue to top the list with 312 flights, and are closely followed by Russia with 152 arrivals 

so far.   
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One of the major value-additions of domestic and international Tour Operators (TOs) is the 

marketing and promotion role they play domestically and overseas to maintain a high profile of 

the tourist destination in the target markets. As the middle-agents, they provide a number of 

services which bind the host and the visitors through the tourist destination. In fact, a ‘packaged’ 

tour of the destination that includes flights, accommodation, local transportation, guides, and 
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other services if needed, is the predominant trend in the European leisure industry. Given their 

large, integrated organizational structures, they also establish mechanisms that enable the 

consumers to make, confirm and pay for reservations in advance in the home countries. 

Furthermore, TOs exercise great influence in the type of tourists a place attracts and whether or 

not the local suppliers in any given tourist destination have a part in the decision-making of 

potential consumers. The primary strategy of TOs to sustain themselves is through ‘package 

standardization’, ie. supplying a high volume of customers at a low cost of services while 

operating on a low profit margin and aiming to increase their market share.12 

 

An expansion of the role of TOs is now a global trend in the tourism industry, and is particularly 

prominent within the Goan industry. Some of the well-known TOs in Goa are Thomas Cook, 

Travel Corporation of India (TCI), Splendor Holidays, and Travel Pak, among others. TOs 

package tourism products together – flights, accommodation, local tours, transport, and other 

services; they promote the product and provide information to prospective tourists.  

 

The power of TOs to attract consumers combined with steep competition locally and a lack of 

alternative options forces SMEs to accept the prices offered. One consequence of the market 

power that TOs wield is relationships characterized by “conflicts, coercion, and dependency” for 

SMEs.13 Many other factors contribute to this unequal relationship between TOs and SMEs. 

Their small size, inefficient organization, low professionalism, lack of resources and marketing 

expertise, lack of a unified front that can represent their interests results in an intensely 

unfavourable environment for SMEs vis-à-vis TOs. SMEs face unfair contracts and drastically 

reduced rates as a cost of doing business with TOs. Being played one against the other, the 

SMEs on their own do not have enough bargaining power with the charter tour companies to 

negotiate better deals for themselves. TOs often push SMEs to lower their prices, which shrinks 

their profits and thereby, threatens their viability. This in turn reinforces, the dependency cycle 

of SMEs on TOs. Ultimately, this leads to a deterioration of the quality of the ‘product’ (what 

SMEs can offer) and the satisfaction levels of the tourists in Goa.   

 

A sizeable section of the SMEs rely on charter tourism for their mainstay, however, most of the 

very small ones depend on ‘walk-ins,’ ie. guests who may not have advance reservations and 

explore their options once they land in Goa, or those who change their accommodation 

                                                
12 Bastakis. C et al. (2004) “The perception of Small and medium sized tourism accommodation providers on the impacts of the 
tour operators’ power in Eastern Mediterranean,” Tourism Management 25. p. 151-170. 
13 Bastakis. C et al. (2004) 
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according to their interests. There have been mixed experiences which colour the perceptions of 

the role of charter tourism in Goa (see the Box below for a true case). There are some who have 

in the past worked with charters and have decided to discontinue due to the feeling of being 

exploited, and have weaned themselves off the charter business gradually by expanding their 

marketing networks. As one SME owner stated candidly: “They (charter tour operators) cannot 

do without Goa.”  

 
Box 1: A Case of the Tricks Tour Operators play with SMEs 

 

Sunset Beach Resort, established in 1995 in Bardez Taluka has been working with charter tour 
operators for several years. With the changing tourism scenario in Goa over the years, one tour 
operator’s mode of operation began to change. The owner, Anthony Cardozo, began to notice 
delays in notification of bookings by customers until the last minute. The local tour operator, 
Sita Charters, an agent of Apollo, began to hold back the booking in their system taking 
advantage of the 7 day release date as per the contract leaving the hotelier without any 
information about whether he would have guests and how many. Legally, the release (of 
bookings) date can also be considered as last minute cancellation date of the bookings already 
given to the hoteliers as the contract language is vague. So the hotelier is left in a lurch until the 
11th hour with a set of rooms kept at the disposal of the tour operator but worried that they 
might remain empty for the entire period agreed upon. He is in a bind because he can neither 
market the rooms effectively at such a late date without lowering his price nor can he renege on 
the contract without a back-up plan and without hurting his chances for favourable terms on the 
contract renewal for the following season.  
 
At one point, fed up of the waiting game, Mr. Cardozo put in a ‘stop sales’ notice to Sita 
Charters for the rest of the season, at which point the operator came rushing back with a full set 
of bookings which had been made two months prior to the arrival date! At first, they were 
turned down but due to good relationship of the past, the hotelier finally accepted the bookings 
that could be accommodated. For the rest, the hotelier lost Rs. 2 lakhs from his total billing.  

 
This research shows the following problems that need redress:  
 

• Contract language and implications – the geographical jurisdiction with reference to 
deductions, insurance claims and other matters often includes the home country. This 
raises the financial stake of fraud and frivolous claims made to the travel agency. Since 
these are often filed in the home country of the tourist, it unduly penalizes the hotel or 
guesthouse in Goa who are made to pay the equivalent of foreign currency amounts, 
which are exorbitant.  

• Contractual negotiations – the negotiations prior to the signing of the season’s 
contracts are usually coercive and lock the SMEs in an unfair position. For example, the 
SME typically cannot cancel the contract at any time, without paying a heavy penalty, 
whereas if a charter booking is cancelled within the ‘cut-off’ period of 7, 14, or 21 days, 
the hotel is paid the fare of only 3 days even though the rooms will be left vacant for that 
entire period.  

• Price and Profit margins – the SMEs interviewed perceived the price they were forced 
to accept to be at least 35-50% lower in relation to the market value of the facilities they 
offer. For example, a charter company may book rooms at Rs. 1,500 a day at an A 
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category guesthouse for their customers while the same room may be made available to a 
walk-in customer for Rs. 3,000. Moreover, TOs squeeze maximum services (breakfast, 
airport pick-ups and so on) for the minimum price, pushing SMEs in a downward 
decline in quality and earnings.  

• Contractual inconsistency – level of coverage of allotment contracts and overbooking.  

 
A broader concern in relation to charter tourism is the rapidly shrinking revenue generated for 

the state’s coffers due to the involvement of TOs. Charter packages are purchased by foreign 

tourists in the home country at a travel agency or through a website. The amount paid by the 

customer in foreign currency is then distributed along a long ‘supply chain’ of service providers 

including the travel agency which sold the package, its representative in the destination who 

handle the local logistics (“ground handling agents”), and the airline company. The local hotel 

and ground transportation providers are at the bottom of this chain. Furthermore, if the charter 

package includes some entertainment possibilities and sightseeing visits, as is often the case, then 

the daily expenditure of tourists in Goa is further reduced. Hence, the money that circulates 

within the local economy through direct or indirect expenditure is considerably lower than the 

amount possible had the package been purchased locally. This financial leakage has not yet been, 

but needs to be quantified at the earliest in order to design appropriate policy responses.  

 
Proposal 6: Conduct a thorough analysis in collaboration with FOSAM of the social and 
economic implications of charter tours for Goa and Goan entrepreneurship; Develop a 
standard minimum rate that SMEs can charge the charter tour companies and better 
regulation of rates by the government based on market value; Government needs to 
advocate on behalf of local SMEs vis-à-vis foreign charter companies, eg. providing 
oversight of contract language and jurisdictional boundaries over matters such as 
insurance and compensation claims, set upper limits on the number of rooms that can be 
contracted by charter companies.  
 
 
A Level-Playing Field 

When tourism in Goa was a cottage industry and families along the coast in particular opened 

their homes to visitors looking for room and board there was an acceptable correspondence 

between supply and demand that met the needs of both the hosts and the guests. In fact, at this 

initial stage it would even be fair to characterize the encounter between the two parties as one 

that went beyond the commercial to a cultural transaction, albeit an uneasy one. Now that 

tourism has become a ‘big business’ industry and the stakes have risen with greater commercial 

investment and potential revenue, the accommodation segment has seen a phenomenal 

expansion over the last two decades. Part of this growth was spurred by an incentive scheme by 

the Economic Development Council (EDC) in the late 1980s and early 1990s to first-time 



 34 

investors in the hotel industry in order to promote economic development while meeting the 

growing demand for tourist accommodation. Since then however, the growth in the tourist 

accommodation has not been fully regulated. Several emerging trends need a closer scrutiny to 

assess their impact on the local economy.  

 

At the most innocuous level, it has become apparent to many Goans who own their home or 

who have a small piece of unused property that providing accommodation to visitors can 

supplement their household income and therefore, many houses along the coast have been 

converted into modest guesthouses or have rooms which are rented out to visitors on a short-

term basis. This is acknowledged by the tourism department and provisions are made to certify 

the homes as ‘paying guest’ accommodations. However, there are many households which rent 

out rooms to tourists and are not registered with the tourism department.  

 

A sympathetic view of these unregistered hosts is based on the principle of fair redistribution of 

resources. In other words, since tourism has become such a 

dominating economic force in Goa, local Goans of all 

social strata should be able to benefit from it. Such a view 

also recognizes the unfortunate economic conditions such 

as cyclical debt, long-term health care, and the most 

common, persistent unemployment that often push Goan 

families into the role of hosts. In the absence of 

professional marketing capabilities and the inability to 

provide the kind of facilities that tourists tend to demand 

with high availability of rooms around, the unregistered 

rooms in the ‘D’ category have extremely low and 

inconsistent occupancy ranging from a few days to a week 

even during the peak season. There is however, a negative 

side to this phenomenon which will be discussed in more 

detail below. Clearly, there is a need for a more suitable licensing that corresponds to the 

negligible level of activity generated for these households through tourism.  

 

At a more alarming level, there has been a proliferation of rental units that belong to absentee-

owners which are used for the purpose of tourism but do not fall under the purview of any 

related legislation as they are not always registered under the Tourist Trade Act. The apartments 

“There is no level playing 
ground in which local 
entrepreneurs can 
compete with big business 
and foreign companies… 
the tourist themselves see 
the competition among 
small-scale enterprises and 
capitalize on the situation 
by driving hard bargains 
which sometimes render 
the businesses less viable.” 
 
- A Guesthouse Owner in 
Benaulim 
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are typically located within larger gated enclaves of flats with common facilities such as a 

swimming pool, a gym, a sauna, and so on, and are treated almost solely as investment property 

by individuals who do not always demonstrate any commitment to the local community or 

responsibility toward the local economy. These furnished apartments or ‘holiday homes’ are 

managed and advertised en masse either as ‘rent-backs’ by locally-based agents or directly by the 

owners through private websites and networks abroad or elsewhere within India. Parallel to this 

home-grown profession of running illegal rent-backs, there has also been a steadily increasing 

entry of foreigners in the local trade with the help of local residents as ‘sleeping partners’ for the 

purchase of property. Applying their business acumen and their international networks, these 

entrepreneurs are able to run successful guesthouses, sometimes without the necessary licenses.  

 

At first glance, this seems to be a win-win situation for everybody involved in the unregistered 

rent-back business. The owners receive rental money for their flats and are assured of their 

maintenance. The visitors are able to stay in a self-catering unit with the fringe benefits of a hotel 

such as organized tours or entertainment sometimes included at no additional cost. The agent - 

foreign, Indian or even Goan - gets a cut of the income from the owner(s) and can set the price 

to control his/her commission. The problematic nature of this form of business is similar to that 

of the unregistered paying guest accommodation and can also be viewed sensitively in favour of 

the ‘small people’ who support their families by hustling in a narrow field of opportunities.  

 

On the other hand, the most distressing trend that has taken root in Goa is the mushrooming of 

mega-hotels and luxury resorts among other large-scale construction ‘projects’ projected in the 

press as ‘the need of the hour’ and ‘development’.  Many of these are being vociferously 

challenged at the Gram Sabhas in different villages once information about them leaks into the 

public domain. The following are examples of such projects that have emerged in the last two 

years: 

 

• A sale deed for 2,50,000 sq. mts. of land in survey no. 139 has been registered in Tansi, 
Canacona for Gold Resort Hotels Private Ltd. (Navhind Times, 3 August, 2008, p.5).  

 

• Claremont International (part of the Claremont Group) is developing a £100 million 
holiday resort named First Goa consisting of a five-star deluxe hotel, luxurious villas and 
apartments on 150 acres of land in Canacona, 2 kms south of Betul. The site is advertised 
to foreign investors on their website: http://www.firstgoa.co.uk/first-goa-
background.asp (accessed 6 August, 2008) 

 

• DLF, a giant group in real estate and allied sectors, won the contract for a Rs. 400 crore 
international convention centre proposed at Dona Paula which would include a 5-star 
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hotel, a shopping mall, a gymnasium, etc. in a public private participation (PPP) project 
on 25 acres of land. It is expected to be completed by January 2009 (Herald). 

 
The SMEs are opposed to enormous hotels and guest houses setting up their operations in Goa 

with huge investments. The well-established pattern in Goa is the sale of massive amounts of 

public land to private developers, hill-cutting, indiscriminate slashing of trees, mangroves and 

other vegetation, demarcation of private property complete with security guards, months of 

construction that give rise to sprawling, minutely manicured bastions of privilege which draw the 

wealthy elite from the rest of the country and the world while locking out the local villagers who 

continue to eke out a living amidst modest, traditional surroundings. The overpowering social 

and environmental impact of land conversions through dubious means and the establishment of 

large luxury resorts on the Goan landscape have been well documented elsewhere. The great 

concern here is that these luxurious apartments and resorts are sold to foreigners as investment 

property to be rented out to foreign tourists. There has been a flurry of buying, selling and re-

selling activity in the speculative real estate market in India, more generally and Goa, in 

particular. One such property investment firm based in Birmingham, the UK, has started their 

venture into India by starting with their Goa First site (mentioned earlier). The Director 

describes the project in the following words: “We intend to build between 80 and 100 

apartments phase one and villas ranging in price from about £18,000 to £80,000 and hopeful of 

completion in two years. …With flight prices down to under £300 return, very low cost of living, 

friendly locals and a fabulous climate, I really see the huge capital growth and rental potential 

making Goa a true global hot spot.”14   

 

Small hotel and guesthouse owners justifiably fear that this trend will rob them of their only 

viable source of livelihood and compel them to find alternative work. For those who have 

already renounced their traditional occupations and are older, this is a daunting task because they 

are not trained or skilled to adopt other professions within the limited options that Goa offers at 

present. This is especially true for older women and widows. There are also those who have 

invested heavily in their hotels and guesthouses and may be in debt as a result, for whom the 

only practical option is to migrate abroad in search of more lucrative employment.  

 

In addition to the impact on the lives of individual SME owners, there are many implications of 

un-regulated ‘letting’ of rooms and the increase of large, luxury hotels for the local economy 

which need to be seriously considered. The prominent among the negative effects is that the 

                                                
14 Claremont Group’s newsletter exclusive to investors, May 2008 edition, p. 5. 
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local home-based tourism business is undermined by the market saturation of hotels and 

guesthouses. Some of the other effects are as follows:  

 

• An inaccurate count of available tourist accommodation, which can be falsely interpreted 
as a shortfall that needs to be compensated with additional construction; 

• A downward pressure on the price of accommodation in a market in which the supply 
exceeds the demand;  

• A great loss of revenue for the state government in terms of sales tax and luxury tax 
from property owners and their agents of unregistered apartments in gated communities, 
as well as a leakage of foreign exchange in the case of foreign tourists who pay for their 
stay in Goa into the overseas accounts of owners/agents of flats located in Goa;  

• A decline in occupancy rates in existing, registered SMEs which threaten local livelihoods 
and would reverberate negatively in the local economy.  

 
There needs to be a way to bring individually administered apartments that are sublet as 

hotels/guesthouses into the tourism accounting system so that they do not undercut the 

registered SMEs. This can be achieved in different ways. For example, small paying guest 

accommodations (house only with no other attached facilities) can be offered a Seasonal 

Certificate which applies to only a part of the year, eg. December to February, when they have an 

opportunity to host tourists. Such a mechanism would be non-transferable, prevented from 

being sub-leased, and would apply only to owners of Goan origin who operate the guesthouses 

themselves.  

 

At present, the Tourism Department receives notice of an additional tourist accommodation 

facility at the end-of-the-chain when the owner files an application to register and classify the 

property. According to the Director of Tourism, there is a proposed amendment to the Trade 

Registration Act which would require proponents of construction projects to file an ‘intention 

to’ build accommodation facilities which would then be listed on the Department’s website to 

invite any feedback.15 This is a step in the right direction as there is no evidence of any need for 

additional tourist accommodation in Goa.  On the contrary, SMEs struggle to keep viable 

occupancy rates even during the peak tourist season.  

 
Proposal 7: Promote transparency and civic participation in decisions pertaining to land 
conversion and land use; Establish a participatory system of ‘Show Need’ for additional 
accommodation facilities of 5 or more rooms in any area of Goa; Offer a Seasonal 
Certificate to small paying guest accommodation; Require foreign and out-of-state 
tourists to include the hotel/guesthouse proprietors’ names and trade license number on 

                                                
15 Interview 15 July, 2008 
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the Form C so that there is a close tie-up between the Tourism Department and the 
Police Department.  
 
 
Capacity-Building Support for Local Entrepreneurs   

Tourism has offered many Goans an opportunity to become self-employed and continue living 

in their homeland despite the ever-present lure of migrating elsewhere. For those with family 

property or substantial assets that can be invested into a hotel or guesthouse, tourism has been a 

boon. Yet, many who sought a piece of the tourism pie did not have access to investment capital 

and have had to rely on private banks and government loans to establish their business. For 

example, one SME owner, Dr. Alfredo Rodrigues, obtained an EDC loan of Rs. 21 lakhs at the 

interest rate of 12.5% back in 1988. It took him more than 8 years to pay back that loan and in 

the beginning, he found it extremely difficult to pay back even the interest on the loan. Dr. 

Rodrigues admits that he was lucky to have his medical clinic to complement his earnings from 

tourism. The plight of SMEs without alternative sources of income is much worse. This is 

especially true since the government no longer offers such start-up financing and small, local 

tourism entrepreneurs are made vulnerable to private banks and loaning agencies. Please see 

Appendix 3 for the hurdles faced by a small-scale entrepreneur when she tried to secure a loan 

and her difficulties in repaying that loan.  

 

This story points to the special need for equality and empowerment of women entrepreneurs in 

Goa. There are many social and cultural barriers which prevent women from seeking 

employment in the tourism industry. Those who are employed face gender discrimination in the 

recruitment phase and the proverbial glass ceiling in employment terms and conditions, including 

promotion ladders.16 Entrepreneurship is a viable option only to those with access to property, 

either through their original families or through marriage. Yet, it is a better option within a 

limited range of options for women, especially those without higher education or formal degrees, 

in a state like Goa where women have been projected as sexually easily available in the tourism 

promotional activities. The economic challenges of starting and running a hotel and guesthouse 

are compounded by the sexism rife in the business world and in society, more generally. For 

instance, women at a nearly all-female meeting in Anjuna balked at the suggestion from a fellow 

guesthouse owner (a man) that one way to boost their occupancy rates was to stand at the tinto 

(village marketplace) early in the morning when the tourists are dropped off by taxis. From the 

anecdotal evidence collected through the research process there is a clear need to provide 

capacity-building assistance and financial training, eg. diversification of economic activities and 

                                                
16 Haladi, A. (2008) “Tourism’s Blind Spot in Goa: Women and Gender Issues,” paper circulated via email networks.   
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re-investment advice, to the female-run SMEs (even in cases where the SME is owned together 

by a husband-wife team). FOSAM has many capable businesswomen who could be the resource 

persons for such a service.  

 

There is a substantial body of literature that discusses the ‘multiplier effects’ of SMEs in the local 

economy. Any support for small-scale entrepreneurship in Goa has positive ripple effects as 

people become economically self-reliant, cross-sectoral linkages are created, and tourist 

expenditure is re-circulated in the local economy rather than repatriated to the tourists’ countries 

of origin or to the hotel’s geographical centre. Their re-investment in productive capital and local 

consumption creates direct and indirect employment in allied trades, eg. house-keeping, laundry 

services, food production, transportation, communications services (phone, internet, fax, etc.), 

entertainment, retail, and artisans. This is truer at small and medium hotels and guesthouses than 

at the large, more exclusive hotels which cater to a class of customers who prefer to replicate 

their home lifestyle while on holiday. For instance, SMEs rely on produce from the local market 

while large luxury hotels import many food items to meet the tastes of their elite clientele. A 

survey conducted by the Federation of Hotel and Restaurant Associations of India (FHRAI) in 

2004-05 revealed that over 70% of the guests in the five-star deluxe down to three star category 

of hotels in seven major cities in India,17 were business guests.18 Whereas business guests travel 

for meetings and conferences for a short stay (usually 2-3 days) and have a full package arranged 

at the hotel itself, a guest staying at a SME takes a taxi driven by a local, eats in a neighbouring 

restaurant or shack, communicates with friends and family via the internet at the nearby 

communications shop, hires a motor-cycle for day-long visits, needs her/his clothes washed, and 

buys everyday toiletries, gifts or souvenirs from the shops she visits locally. Therefore, a better 

supported SME is a direct and indirect source of revenue for the community and to the state.  

 

Local entrepreneurship therefore needs to be encouraged and nurtured. This is great opportunity 

for government to support sons and daughters of the soil, some of whom have become 

economically successful abroad and have returned to Goa to rekindle their cultural roots and 

ancestral heritage. The governmental subsidy to convert eligible ancestral homes into 

guesthouses is a laudable step which helps the owners to earn a part of the high maintenance 

costs and at the same time preserves Goan architectural heritage.19 There are many other ways 

that the government could provide a boost to SMEs.  

                                                
17 The locations were: Goa, Delhi, Mumbai, Bangalore, Pune, Kolkata and Chennai.  
18 EQUATIONS (2007) SEiZing India through Tourism, p. 15 
19 Pereira, A. (2008) “Aid to conserve heritage houses,” Times of India, 28 Jul 2008 
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Survey respondents from various coastal villages said that governmental subsidies and loans 

would make a tremendous difference to them as they struggle to earn a living from tourism. 

Many in villages like Anjuna and Agonda reported that when tourists haggle over the price of 

their accommodation, the facilities they provide are subjected to quick inspections and 

sometimes turned down for lacking what they consider luxury items, eg. air-conditioning, small 

refrigerators in the room, etc. Even a useful upgrade of their rooms with a fresh coat of paint or 

the conversion of traditional toilets is very expensive to individual households. Besides being a 

humiliating experience, the guesthouse owners recount the countless losses they have suffered 

due to the missing features.  Small interest-free loans to deserving SMEs would allow them to 

offer competitive facilities and reverse the trend toward under-cutting among neighbouring 

guesthouses by raising the tariff threshold in a community. By offering such tangible incentive 

schemes without cumbersome procedures that inhibit people from availing them, the state is able 

to motivate guesthouses to register themselves for tourism and have a more realistic count of the 

rooms and beds available to tourists.  

 

Another area in which the government could provide more support to SMEs is to find qualified, 

competent and reliable staff. At present, there is a perplexing co-existence of high 

unemployment in Goa and the desperate need for competent staff in SMEs. This is all the more 

intriguing in light of the numerous training institutes for staff in the hospitality sector. Those 

looking for employment in tourism reportedly seek jobs in the five-star hotels as this provides a 

secure stepping stone to more lucrative employment overseas. Even offering competitive salaries 

is not a sufficient criterion to attract and retain staff. One SME owner reported an expenditure 

of Rs. 35,000 during the off-season to retain a highly experienced and trust-worthy staff member.  

 

FOSAM supports the concept of an Employment Bank which would help create an appropriate 

match between employers seeking qualified staff and people trained in hospitality related skills to 

find jobs. This would save SMEs the money and effort in advertising and screening potential 

staff. However, this is not adequate and more thought needs to be given to reduce the disparity 

between employers seeking staff and the high number of unemployed youth.  

 
 
Proposal 8: Design a set of incentives and financial subsidies to boost local 
entrepreneurship in the accommodation sector. For example, capital investment subsidy 
for locals; interest-free loans for upgrading existing facilities and an employment subsidy 
for hiring local staff throughout the year with a partial salary during the off-season. 
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Empowerment of women –run SMEs through training on financial management skills, 
diversification of economic activities, etc. Enhancement of the marketing capabilities of 
guesthouses with separate brochures/booklets/website and special mention of ‘paying 
guest’ accommodation throughout the Department’s promotional channels, eg. visibility 
and free telephone service at the airport accommodation booth.  
 
 
A Tourism Tribunal for Harmonious Community Relations  

Given the very nature of hospitality, tourism accommodation facilities are most often located 

within residential communities, and being a physical and social part of the community means 

that maintaining good community relations is a high priority for SMEs. FOSAM members have 

expressed a variety of concerns in this regard, which need to be addressed in a highly sensitive 

and timely manner as they arise.  

 

Many of the issues raised by SMEs are highly controversial in nature and include: police 

harassment of tourists for bribes, total inaction by the police for crimes committed against 

tourists, harassment and corruption of government representatives 

or its agents, excessive noise in the neighbourhood, harassment of 

tourists by beach vendors and Lamanis, and the menace of stray 

dogs. They are sore points because they represent a clash of 

interests, societal values and practices, and touch on deeper issues 

than the immediate complaint. One such issue is the juxtaposition 

of the humane treatment of animals with complaints from tourists 

and residents about the growing number of stray dogs which loiter 

around neighbourhoods and on the beaches, presenting a pathetic 

sight at best and a threat of attack at worst. Despite the challenge 

they pose, these problems demand a principled approach and ethics-based resolution for 

community harmony and tourism development. They must not be ignored.  

 

Yet, there is no system that currently handles wider grievances which affect the tourist trade. The 

primary reason for establishing an additional cell to address such controversies is that tourism is 

a time-bound activity and, as Serafino Cota, a hotel owner in Salcete, describes it, “highly 

perishable”. The tariff of a room in a hotel or guesthouse not occupied for even one day is 

forever lost and irretrievable as there are only 365 days in a year for which that room can 

produce any earnings. Guests do check out of rooms or don’t check into rooms if they find any 

fault even beyond the hotel/guesthouse walls. This could include the sights, smells and sounds in 

the neighbourhood, road conditions and street lighting as mentioned in the section above on 

“Even fish or 
flowers can be 
preserved in 
different ways for a 
longer shelf life, but 
once a hotel room 
is lost it is lost,” 
 
-- Pifran Fernandes, 
Hotel Owner in 
Majorda 
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infrastructure, or the area’s propensity to being a frequent target of police harassment as in 

Vagator. And these are typically out of the hotel/guesthouse owners’ control.  

 

A Tourism Tribunal, comprising of governmental representatives, civic groups and retired 

professionals, would be ideally suited to intervene as arbitrators in a dispute case or to find 

policy-oriented solutions to long-standing problems based on complaints from either civil society 

or tourist service providers. While some problems such as neighbourly disputes may be solved 

through diplomatic dialogue and compromise, other problems may require the collaboration of 

multiple governmental agencies in order to define mid-range and long-range solutions.  

 

One example of the latter type is the chronic problem of noise due to variety of factors, eg. late 

night music, power generators (as mentioned in the section on infrastructure), constant traffic, 

and the neighbours’ occupation (metal welding, animal slaughter, etc.). In one case, the constant 

sawing of wood during the day over several days caused the disturbance of peace in the 

neighbourhood and was in direct conflict with the interest of guests at a SME who came to Goa 

for a quiet and relaxing holiday. Similarly, neighbours of hotels need to have their right to peace 

respected. While hoteliers are aware of the law that prohibits excessive noise in the 

neighbourhood, sometimes there is the reverse situation when the neighbour plays loud music. 

Since noise pollution is a sensitive issue and causes great conflict in the community, it demands a 

multi-pronged approach requiring better policing, a community-based monitoring committee, an 

analysis by the electricity department, intervention of the traffic police or a combination of these 

depending upon the geographical location and source of the problem. In any case, time being a 

major factor, there needs to be a provision for immediate response even if it results in only a 

temporary resolution.  A Tourism Tribunal could be empowered to take such decisions and refer 

them to higher authorities for further action once some protocol has been defined.  

 
Proposal 9: Establish a Tourism Tribunal to address grievances from service providers in 
the industry as well as complaints from civil society, and where necessary, provide a 
temporary resolution within 24-hours.  
 
 
Environmentally Sustainable Rural Tourism 

Eco-tourism has now become a global fad in the tourism industry. It is a stretchable term that 

means different things to different people – governments, environmentalists, business people, 

indigenous communities, and others. Eco-tourism, along with variable types of tourism, has been 

specified as a “Thrust Areas” in the Goa Industrial Policy, 2003, and as mentioned in the 
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introductory section, the State government has recently been awarded Rs. 80 crores for five new 

tourism development projects, four of which are in the category of ‘hinterland eco-tourism’.   

 

FOSAM welcomes a diversification of leisure activities for the development of Goa’s tourism 

industry. Goa’s tourism has been beach-centred at the expense of other forms of leisure that may 

attract a more diverse range of clientele. However, any further commercialisation of Goa’s 

landscape and culture needs to proceed with caution. The focus on ‘sun, sand, sea’ tourism has 

had a devastating impact on soil erosion, destruction of sand dunes, building congestion, 

groundwater contamination, depletion of water tables, and many other forms of ecological 

damage. A turn from the beaches to the interior parts of the state with a similar zeal to extract 

short-term economic gains could bring about further devastation that Goans end up paying for 

with their health, livelihoods and indeed, exodus out of Goa in the long-term. In brief, the 

destruction of Goa’s human and natural ecology in the name of eco-tourism would be the 

greatest irony in tourism management.  

 

There are a number of SMEs which incorporate values of environmental sustainability, 

regardless of their location within villages or towns.  Examples 

abound of water harvesting systems, vermiculture composting, 

organic farms that produce local fruits and vegetables such as Goa’s 

own tambdi bajji (red spinach), solar power water heating system, small 

poultry farms, and an integrated sewage and fertilizer system that is 

yet congenial for labourers. Given the opportunity, FOSAM is keen 

to replicate these small, cost-effective, and efficient systems 

throughout the tourism industry by providing technical advice, 

conducting experiential training sessions and site visits for officials. 

The government could fund SMEs to adopt elements of eco-tourism. It should offer rebates on 

water, electricity, and sewage charges to SMEs which have put into place systems which save the 

government on water and power consumption, and sewage collection efforts.  

 

Such SMEs provide an alternative experience to visitors or cater to niche markets of tourists 

interested in experiencing an unspoilt, wholesome Goa which, unfortunately, is a rare ‘product’ 

these days. The government should provide an easy-to-avail grant system to small and medium-

scale entrepreneurs of Goan origin to run inclusive rural, agro-based, nature tourism. These 

SMEs would become models for hinterland tourism ventures throughout the country. Subsidies 

In brief, the 
destruction of 
Goa’s human and 
natural ecology in 
the name of eco-
tourism would be 
the greatest irony 
in tourism 
management. 
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for a well-planned irrigation system including wells, pumps, pipes, and so on may revive the 

agricultural industry such that even Goans in Goa or abroad may be tempted to temporarily live 

the ‘good ol’ days’ of their ancestors as a special holiday.20 Such innovative ‘alternative’ tourism 

projects will generate additional revenue locally through the sale of produce, consumption needs 

of visitors, and so on. The case described below presents one example of a truly environmentally 

and culturally sustainable tourist experience.  

 
Box 2: An example of a successful hinterland eco-tourist resort 

 

Godfrey’s Indian Resort 
Near Assonora, Bicholim Taluka 

 
Inaugurated in 2000, this resort is off the beaten path of beaches and provides visitors an 
experience of rural Goa with a focus on respectful and inspiring interaction with nature. It 
exposes guests to the local wild life through organized treks, bird-watching trips, and 
canoeing in the backwaters. A ‘nullah’ is dammed and replenished by water harvesting, 
making it a lovely boating location.  
 
The number of guests hosted at a time is limited to twenty for personalized service. Offers 
from potential financiers for an extension of the resort have been turned down so that the 
intimacy of the encounter between the traveler and the beauty of Goa’s natural resources and 
splendor- flora  and fauna – remains  intact. Thanks to its small size, the visitor can choose 
the food from a wide range of home-grown fruits and vegetables, and even cook it, 
something simply not possible in a large guesthouse.  
 
By implication, this includes a total immersion in Goan/Indian culture - one learns to cook 
Goan food, wear an Indian sari and bindhi, and learn about Goan music. The possibilities are 
endless when a host - not hotel- receives a visitor. The absence of a television and telephones 
means that the resort provides the restful seclusion sought by guests, unless they choose 
otherwise. This resort presents a cultural, social and economic encounter with Goa for 
visitors from the rest of India and all over the world.  
 

 
Important lessons can be drawn from the case outlined above. The first is a challenge to the 

popular myth that only beaches ‘sell’ to tourists. On the contrary, beaches represent a break from 

the accumulated fatigue of living and working everyday in the hectic pace of urban life around 

the world. Beaches are just one part of nature that people yearn to connect with during a holiday 

from their daily stresses. Places like Godfrey’s Indian Resort provide the space to unwind amidst 

natural surroundings organized to suit the needs of the tourist as well as the local economy, 

where a high value is placed on culture and nature.  The second point is that visitors are willing 

to pay for this experience as long as they know that it is available. Those who are genuinely 

interested in preserving nature and living an alternative lifestyle, even for a short time, value the 

                                                
20 Lambert Mascarenhas’ Sorrowing Lies My Land alludes to this époque which has left deep traces of nostalgia among Goans. 
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uniqueness of this cultural experience. Godfrey’s Indian Resort is successful precisely because it 

is small, well-planned and an authentically environmentally friendly resort. Its clientele has been 

painstakingly developed over the years through various means, the most prominent among 

which now is personal recommendation. This raises a third point about marketing. Small nature 

resorts, due to their intense nature-influenced requirements, which need to be managed 

throughout the year, cannot afford the time or finances to invest in wide-scale advertising 

campaigns.  This is where governmental aid could support eco-tourism in an authentic way.  

 

Small private guesthouses and resorts must be seen as partners not competitors of the 

government, and should be financed by public grants for the benefit of Goa’s ecology and 

economy. Small and medium-scale entrepreneurs should be permitted the opportunity to 

establish and run rural/nature/agro-based tourism. Better still, the government could undertake 

to support 3 to 5 model centres of rural tourism each year from Central or State level funds. The 

economic benefits to the local communities can be measured through the ‘live’ example above.  

 

• Local laundry makes additional Rs 1000- a week. 

• Taxis and auto rickshaws make business bringing customers 

• Boatman makes Rs 5,000- a month during season 

• Plumbers, electricians, daily wage workers on the fields, local painters and carpenters  
earn their living through the resort 

• Local artists - dancers, rangoli demonstrators and others  - can also support themselves 
and their families 

• Local shops sell more cigarettes, soaps, chocolates, sweets, and snacks 

• Local bar is frequented a bit more 

• Elephant fodder is a source of more income for locals. 

 
A couple of additional lakhs is generated and circulated within the surrounding economy.  
 
Proposal 10: Encourage eco-tourism among existing SMEs in collaboration with FOSAM 
members by facilitating experiential training sessions and technical advice exchange 
within the entire accommodation sector, provide incentives and subsidies to SMEs to 
adopt environmental-friendly practices such as alternative energy sources in the 
operation of their facilities; offer rebates on water, electricity, and sewage charges to 
SMEs which have put into place these systems and save the government on water and 
power consumption, and sewage collection efforts; Provide an easy to avail grant system 
to small and medium-scale entrepreneurs of Goan origin to own and operate an inclusive 
rural, agro-based, nature tourist facility; Undertake the support of 3-5 model centres each 
year from Central or State level funds; Promote eco-friendly SMEs by sponsoring 
delegates from this sub-sector to the ITB-Berlin.  
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The Proposals in Brief 

FOSAM submits this interim report to the government as an initial step toward a transparent 

and participatory approach to decision-making about the future of tourism in our state. We 

strongly believe that once an agenda for sustainable, responsible tourism development with an 

emphasis on small and medium enterprises has been put into place to meet the needs of local 

communities and local people, tourists in large numbers will be drawn to the state for its natural 

beauty, cultural heritage and harmonious social environment. The ‘product’ will, in the process, 

be a genuine cultural experience that can be cherished by both the ‘hosts’ and the ‘guests’.  

 

The following recommendations are made in the spirit of a “Goans First” approach at the 

forefront of any legislative changes:  

 

• Formal Consultation of SMEs for a more balanced perspective on Tourism 
 
Proposal 1: That FOSAM be recognized as a representative body of small and medium 
guesthouses and hotels with consultative status on future policies and participation in the 
Tourism Department’s promotional efforts, eg. trade fairs, etc. We would like to assert our right 
to register collective demands and establish democratically set standards within the 
accommodation sector with the interest of contributing to a community-based economy.  
 
 

• Quality, Village-Level Infrastructure 
 
Proposal 2: Allocate 25% of the annual tourism budget to ensure quality infrastructure at the 
local village/city level including proper roads with adequate lighting at night, steady 24-hour 
electricity especially during the monsoon, 24-hour clean water supply, a well-planned public 
sewerage system and treatment plants, especially in highly concentrated coastal villages; regular 
garbage collection segregated at source from residences and businesses as well as public bins 
which are emptied on a daily basis, and beaches free from litter.  
 

• Stop making us Run from Pillar to Post to be a Host 
 
Proposal 3: A ‘single window’ clearance with a long-term Certificate of Registration and Trade 
License issued for five years; a waiver of registration fees to guest-houses with five or less rooms; 
a strict adherence to the three-month time-line for clearance(s) or a refund of fees to the 
applicant; A substantial review of the licenses and clearances required to correspond more 
appropriately to the accommodation sector with the size of the hotel or guesthouse as a key 
factor, the most urgent one being the Pollution Control Board clearance.     
 
 

• A Reduction in the Utilities Rate  
 
Proposal 4: A reduction in water and power tariffs with billing based upon the actual 
consumption. 
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• A Revival of the Goan Economy through Our Taxes 
 
Proposal 5: Abandon luxury tax up to Rs. 800; Revert back to the old cut-off categories of 0 to 
10 rooms followed by 11-30 rooms, 31-50 rooms, and so on; Develop economic linkages 
between tourism sector and agro-poultry-dairy-bakery sectors through the tax structure and 
incentive system.       
 
 

• A Fair Deal from Charter Tour Operators 
 
Proposal 6: Conduct a thorough analysis in collaboration with FOSAM of the social and 
economic implications of charter tours for Goa and Goan entrepreneurship; Develop a standard 
minimum rate that SMEs can charge the charter tour companies and better regulation of rates by 
the government based on market value; Government needs to advocate on behalf of local SMEs 
vis-à-vis foreign charter companies, eg. providing oversight of contract language and 
jurisdictional boundaries over matters such as insurance and compensation claims, set upper 
limits on the number of rooms that can be contracted by charter companies.  
 

• A Level-Playing Field 
 
Proposal 7: Promote transparency and civic participation in decisions pertaining to land 
conversion and land use; Establish a participatory system of ‘Show Need’ for additional 
accommodation facilities of 5 or more rooms in any area of Goa; Offer a Seasonal Certificate to 
small paying guest accommodation; Require foreign and out-of-state tourists to include the 
hotel/guesthouse proprietors’ names and trade license number on the Form C so that there is a 
close tie-up between the Tourism Department and the Police Department.  
 

• Capacity-Building Support for Local Entrepreneurs 
 
Proposal 8: Design a set of incentives and financial subsidies to boost local entrepreneurship in 
the accommodation sector. For example, capital investment subsidy for locals; interest-free loans 
for upgrading existing facilities and an employment subsidy for hiring local staff throughout the 
year with a partial salary during the off-season. Empowerment of women –run SMEs through 
training on financial management skills, diversification of economic activities, etc. Enhancement 
of the marketing capabilities of guesthouses with separate brochures/booklets/website and 
special mention of ‘paying guest’ accommodation throughout the Department’s promotional 
channels, eg. visibility and free telephone service at the airport accommodation booth.  
 

• A Tourism Tribunal for Harmonious Community Relations 
 
Proposal 9: Establish a Tourism Tribunal to address grievances from service providers in the 
industry as well as complaints from civil society, and where necessary, provide a temporary 
resolution within 24-hours.  
 

• Environmentally Sustainable Rural Tourism 
 
Proposal 10: Encourage eco-tourism among existing SMEs in collaboration with FOSAM 
members by facilitating experiential training sessions and technical advice exchange within the 
entire accommodation sector, provide incentives and subsidies to SMEs to adopt environmental-
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friendly practices such as alternative energy sources in the operation of their facilities; offer 
rebates on water, electricity, and sewage charges to SMEs which have put into place these 
systems privately and save the government on water and power consumption, and sewage 
collection efforts; Provide an easy to avail grant system to small and medium-scale entrepreneurs 
of Goan origin to own and operate an inclusive rural, agro-based, nature tourist facility; 
Undertake the support of 3-5 model centres each year from Central or State level funds; 
Promote eco-friendly SMEs by sponsoring delegates from this sub-sector to the ITB-Berlin.  
  
 
Meeting these demands is ultimately in the interest of making tourism in Goa a sustainable form 

of economic activity through which local entrepreneurs and communities benefit. Our elected 

legislators are called upon to transform tourism into activities which do not deplete our natural 

resources, degrade the aesthetic beauty of our state, destroy our socio-cultural ethos, and ruin 

our reputation as a global tourist destination to such a degree that Goa becomes a place that 

‘has-been’ and sends potential visitors looking for greener pastures.  

 



 49 

FOSAM’s Code of Conduct for Responsible Tourism 

 
Members of FOSAM pledge to abide by the following code of conduct in four key categories: 
 
Legal Obligations 

1. Shall act in good faith in all our dealings with the government and its representatives, ie. 
not participate in bribery, abide by building regulations, and so on;  

2. Shall pay all taxes and registration fees with the understanding that these contribute to 
our state’s revenues.  

 

Civic Responsibilities  

3. Shall be a good neighbour by applying the highest standards of integrity, fairness and 
ethical conduct in the surrounding neighbourhood and participate actively in community 
fora to address broader social problems;  

4. Shall treat all visitors with honesty and courtesy even if they are not staying at our 
guesthouses and hotels, and make sure that they are aware of the local customs and laws. 

5. Shall provide decent employment and make provisions for our staff during the off-
season period. 

 

Protection of Human Dignity 

6. Shall not display tolerance of any activity that violates the human dignity of anyone else, 
eg. paedophilia, prostitution, sale and abuse of drugs, and human trafficking, either on 
our premises or in the surrounding community;  

7. Shall not engage child workers.  

 

Green Tourism 

8. Shall be committed to environmental protection because this is not just in our business 
interests, but also because an  environmentally friendly business is in the interest of our 
own health and well-being and that of our families and communities; 

9. Shall segregate waste on-site and participate in a community system of garbage collection 
and disposal. 

10. Shall demonstrate respect for nature and wildlife. 

 
 
We are committed to these guidelines and are open to being audited by a citizens’ group, yet to 

be formed, which will represent expertise corresponding to the guidelines outlined above. The 

process and mechanisms to achieve this will be developed in collaboration with the Centre for 

Responsible Tourism (CERT) and its community allies during the coming year.  
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Appendix 1: Licenses and Registrations required to be a Host in Goa 

 
No. License Issuing Authority Renew

ed  

1. Certificate of Registration (as per the 
Goa Registration of Tourist Trade Act, 
1982) 

Tourism Department yearly 

2. Entertainment License (music) Indian Performing Rights Society 
(Mumbai) 

yearly 

3. Entertainment Tax (cable TV) Per Luxury Tax Act yearly 
4. ESI State Labour Commissioner  

5. Excise License  yearly 
6. Fire Service Fire Department yearly 

7. Food and Drugs License 
(for attached bars and restaurants) 

 2 yrs 

8. Goa Entertainment Tax (for 
televisions on the premises)  

Commissioner of Taxes yearly 

9. Health Cards (for Staff) Local Health Centre 3 mths 
10. Hoardering License Local Panchayat yearly 

11. LPG Pressure Certificate Supplier of LPG Connection  
12. Luxury Tax Registration  Tax Authority yearly 
13. Massage Room Tax & certification Local Panchayat & Police, 

respectively 
yearly 

14. Panchayat Tax Registration Local Panchayat yearly 
15. Pollution Control Certificate' State Pollution Control Board yearly 

16. Provident Fund Central Labour Commissioner yearly 
17. Sales Tax VAT Registration Tax Authority yearly 
18. Sanitary License Health Department yearly 

19. Security Measures, eg. monitoring 
cameras 

Police Department New 

20. Service Tax Registration  Tax Authority yearly 
21. Shops and Establishments License Labour Commissioner 5 years 
22. Third Party Insurance³  yearly 
23. Trade License Panchayat or the Municipality  
24. Trade Tax Registration Local Panchayat yearly 
25. Water Hardness Tax²  Goa Medical College yearly 

26. Weights & Measures (for attached bars 
and restaurants) 

 yearly 

Source: Interviews & Acts  

'Being disputed; ² ³ Being insisted upon by charter tour companies if foreigners are being housed in Goa.  
 

 
The above licensing requirements do not apply to all the hotels and guesthouses but are based 
upon the size and type of enterprise. There is great variation in the fees and requirements to 
establish commercial enterprises among the different Panchayats of Goa.  
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Appendix 2: FOSAM Letter to the State Pollution Control Board 

Centre for Responsible Tourism 
(An initiative of Caritas-Goa and the Council for Social Justice and Peace in 

Cooperation with the Sisters of the Good Shepherd) 
H.No. 229, 3rd ward, Colva, Salcette, Goa 

And  

Federation of Small and Medium Hotels in Goa (FOSAM) 
 
To:  Chairperson of Goa Pollution Control Board, 
       Control Board 
       GOA                                                                                                                                                    
       
13/6/2008 
 
       Dear Sir, 
               

Sub: Pollution Control for Small and Medium Hotels/ Guest House in Goa 
 
We, the undersigned, have come together as Small and Medium Hotels / Guest Houses in Goa, 
henceforth shortened to small and medium-size enterprises or SMEs, to review a matter of grave 
concern to us. We are united under the banner of the ‘Centre for Responsible Tourism’ which is 
an initiative of the Caritas-Goa and Council for Social Justice and Peace in Cooperation with the 
Sisters of the Good Shepherd. 
 
We recognise the need for anti-pollution legislation in Goa and as responsible citizens, would 
like to play our part in keeping Goa clean. However we are deeply troubled by some 
fundamental flaws in the approach to pollution control that we are being subjected to. Below, we 
list the problems as we see them and some recommendations.   
  
Problems We recommend: 

The new system of pollution control seems 
be arbitrary and not based on actual emissions 
of enterprises in different industries, 
particularly of SMEs in the hospitality 
industry. 
 
The proposed sewerage system contradicts 
existing anti-pollution mechanisms that have 
been put into place by SMEs at great costs in 
accordance to the licensing and regulatory 
requirements.  
 
The new forms are based on the operation of 
large hotels and manufacturing industries. 
They are, therefore, inappropriate and 
impractical for SMEs. 
 

Design an anti-pollution regulatory system for 
the tourism industry that is based on the size of 
the guest house and the corresponding degree 
of pollution that can be potentially generated;  
 
Inspect the existing systems in place at SMEs 
and review the need for a new sewerage system 
 
 
 
 
Formulate a reporting form that is relevant to 
the size, type and services offered by guest 
houses; 
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The high pollution control fees which have 
been levied by the Board does not address the 
problem of pollution; 
 
 
 
SMEs that operate in the coastal areas are 
unduly penalised by a year-round fees and tax 
system;  
 
 
Enterprises  that  rely  on 
generators/alternative energy sources are 
made to pay high fees in addition to the fees 
already charged for anticipated pollution. 
 
The new ‘renewal of registration’ fee structure 
does not take into account the varying 
degrees of pollution within the industry.   
 
The retrospective character of the fee 
structure is unfair 

Instead, offer a friendly administrative system 
which can provide guidance on reporting the 
levels of potential pollution and technical advice 
on how this can be controlled and reduced; 
 
Any pollution control mechanisms that are put 
in place need to reflect the seasonality of the 
tourism industry in general and SMEs in 
particular.  
 
 
The use of back-up sources of energy should be 
incorporated in the existing fee structure; 
 
 
 
It needs to reflect the size of the enterprise, i.e. 
the number of rooms rather than broad 
categories as outlined in the new registration 
criteria;  
It needs to be revised.  
 

 
 

In general, there needs to be adequate justification for including tourism SMEs having 35 rooms 
or less under the purview of the Goa Pollution Control Board.  
 
Due to the highly controversial nature of the present system, we demand that the licenses of 
small and medium hotels and guesthouses be renewed by the Department of Tourism without 
further hardships, until there has been sufficient time to review and revise the anti-pollution 
legislation in light of discussions of its implications with those affected by it.  
 
We earnestly request you to consider the proposals we make to you and which has been signed a 
large numbers of Small and Medium Hotels / Guest House from North, South, and central Goa. 
(Please see attached). We are willing to come and meet you to discuss this proposal and find 
consultative solution to the problems our attitude is one of cooperation and partnership with 
your department. We hope you will reciprocate in the same spirit. 
 
Thanking you  
Yours sincerely 
 
Fr. Valerian Vas                    Fr. Maverick Fernandes                           Mr. Serafino Cota  
(Director of Caritas Goa)     (Council for Social Justice and Peace)    (Convener of FOSAM)                                                                        
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Appendix 3: The Story of a Small-Scale Entrepreneur 

 

Geraldine Fernandes, Proprietor 
Patxa Guest House 
Benaulim, Salcete 

 
Deposition at the World Bank Tribunal in New Delhi, 5th September, 2007 

 
When I decided to launch my small tourism business – a guesthouse with 8 rooms and three flats 
(often referred to as penthouses) – modest but comfortable, clean, spacious, and built around 
tourism ethics - I was deceived by what I saw around me. First, I saw how huge the concessions 
were to the 5-star hotels- whether of Indian or foreign origin. They were not only given land on 
rates massively less than the normal market rates, they were also given easy access to credit and 
at comfortable terms. Not just that. Access roads, electricity, water supplies, waste 
management/garbage disposal etc were all made easy for them. The government invested in their 
needs and demands. On the contrary, we the small entrepreneurs had to cope with virtually 
impossible travails if we started out on a business.  
 
All that I needed was a loan amounting to Rs. 7 lakhs. We had actually begun work on our 
guesthouse even before we went out seeking loans. We pledged and sold just about everything 
we could- gold, silver, and property. When people saw us in urgent need, our terms for 
negotiation were not very helpful and we got some atrocious deals. The commercial banks we 
approached – and they include Bank of India, Bank of Baroda, and Corporation Bank – turned 
us down claiming they do not support tourism related commercial ventures. Their pretext? That 
tourism was a vulnerable industry and its seasonal character did not make granting loans viable. 
When I finally got the loan, it was from a cooperative bank… 
 
[After that] what happened was that the financial projections on the basis of which I claimed my 
loan and the reality I had to contend with were so different. I ended making profits far less than 
what I expected.  In fact at the start, I only managed to break even- or even run at a loss. The 
repayment conditions were stringent and I paid to the best of my ability on as regular a schedule 
as I could manage and afford - tightening belts and cutting corners. My three-year loan period 
ended and I was still in debt - thanks to tourist behaviors and the lack of breathing space to settle 
the business down before I could start repayment. When you are in debt, you borrow and I was 
in multiple debts at times - sometimes even from long standing customers who would loan me 
funds and then proceed to use my rooms free for long periods - even six months at a stretch. I 
did not have the benefit of a tax holiday - I had to start from the very month I received my loan 
although my loan was for constructing the guest house. … From what source will I repay while I 
am constructing? I learned what it means when they said ‘Beggars can’t be choosers’. We had to 
accept the stringent terms and conditions of the bank.  
 
Imagine this: I’m a small entrepreneur. Because I offer my rooms of more than Rs 100- I must 
pay a luxury tax, a Panchayat tax, a room tax, a house tax, licenses, tourism licenses, restaurant 
licenses, bar licenses, etc. Now, I ask: Is small entrepreneurship welcome…? I submit we are 
unwelcome into the tourism arena as enterprises. It is all for the big business - the concessions, 
rebates, cheap land, easy and quick terms of credit, access to the best places on the coast, even 
the luxury of violating CRZ violations with impunity.  
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Appendix 4: Licensing requirements and Incentives to Small-Scale Industrial units in 
Goa 

 

Communication from the Directorate of Industries & Mines, Govt. of Goa 
 
Notification No  1/ 2/ 94/ Misc/ DIM/ Vol. X/ 2338  
Dated    6/7/2000  
Subject:   State Government Incentives/Facilities/Concessions  
 
To avail the wide range of facilities, concessions and incentives, SSI units are required to be 
registered with the Directorate of Industries  
 
Registration of Industries:  

• First step for any entrepreneur wishing to set up an industry is to obtain a registration 
from the General Manager (DIC), Directorate of Industries & Mines, Udyog Bhavan, 
Panaji, Goa  

• Provisional Registration is granted to units not in production, within 24 hours, on 
application made in the prescribed format.  

• Provisional Registration Certificate (PRC) is valid for a fixed period of 5 years from the 
date of its issue  

• Provisional Registration is converted into Permanent Registration after the machinery is 
installed, power connection is obtained and registration authority is satisfied that the unit 
has all the necessary clearances from the concerned authorities (as per the Check List)  

• Check List to be complied with by the entrepreneur while applying for Permanent 
Registration:  

o Consent order from Goa State PollutionControl Board (GSPCB)  
o Documentary evidence in respect of premises either rented or on ownership  
o If the unit is located in the Industrial Estate, a copy of the allotment Order from 

GIDC  
o Licenses from Authorities for specified products (such as DFDA for Drugs & 

Pharmaceuticals and cosmetic products, etc.)  
o NOCs from Authorities such as Conservator of Forests for Cane and Wood-

based products, etc.  
o Common ownership Declaration  
o Bills regarding purchase of machinery  
o Electricity bill/receipt in the name of the unit  
o First sale bill in proof of unit having gone into production  
o Raw material bill  
o Details as required by the Human Resources Development Foundation (HRDF) 

in the given Format.  

Important incentives being provided are:  

• Tax holiday up to 31-3-2000  
• Land and developed plots in industrial estates on easy terms through Industrial 

Development Corporation  
• Necessary infrastructure at developed sites such as power, water, telecommunication, etc.  
• Capital Investment Subsidy of 25% to SSI units with investment upto Rs. 60 lakhs  
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• Price Preference at the rate of 15% on purchases made by Govt. Departments from SSI 
units registered with Directorate of Industries & Mines and NSIC  

• EDC selective basis equity support (subsidy to the extent of 50%) for projects set up in 
Goa  

• Sales Tax exemption on the sale of finished products for a period of 10 years for SSI 
units holding permanent registration  

• Income tax benefit up to the year 2002 for permanently registered SSI units employing 
10 or more workers in manufacturing process with the aid of power or employing 20 or 
more workers in manufacturing process without the aid of power  

• Purchases from SSIs by Goa Handicrafts Rural & SSI Development Corporation on rate 
contract basis  

• All import/export facilities under the Government's new import/export Policy for 
backward areas are applicable to the investments made in the State  

 


