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ABSTRACT

Hotel industry (HI) is catalyst on Zanzibar econonmvith mutual support with
indigenous. Hotel Industries faced problem of Wdtldancial Crisis (WFC) after
failure of several large Western countries basednftial firms. Most of Hotel
Industries customers come from Western countrieshware suffering from World
Financial Crisis. Tourism is one among big econosgctor in Zanzibar hence
World Financial Crisis affect much due touristggricancellation. The objective of
this research is to examine the impact of WorldaRaial Crisis on Hotel Industries
in Zanzibar. Research areas are tourists attraglimees and institutions that direct
deals with tourism, The study design was desceptivesearch approach was
qualitative and quantitative, sampling procedure wimnple random and purposive
sampling, 21 respondents were contacted. Data ctioile methods used were
documentary review, self-administered questionsaimth respective interviews.
Findings of this study reveals impact of World Fio@l Crisis as low employment
level on Hotel Industries, that organizations colegeto give their employees leave
without pay and postponed hiring new workers. ZRBv& revenue collection report
in the year 2008/2009 falls, tourist travel caret@éin that results less customers in
Hotel Industries. Hotel Industries contributed Elygto government and private
companies to pay attention to infrastructure ndy oo facilitate easier transport to
natives but also improving tourism sector in therdoy. The study recommended
that there must be good policy for sustainabilifythe tourism the government of
Zanzibar should know that Hotel Industries is dolutof some socio-economic

development.
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CHAPTER ONE

1.0 INTRODUCTION

1.1 Background of the Problem

The world is currently experiencing the worst eaoimocrisis caused by financial
crisis since the Great Depression of 1929. Globankcial crisis, brewing for a
while, really started to show its effects in theddie of 2007 and into 2008. It
became prominently visible in September 2008, witle failure, merger, or

conservatorship of several large United Statesdofisancial firms.

For example, on Sunday, September 14, 2008, it ava®unced that Lehman
Brothers would file bankruptcy after Federal Resedeclined to participate in
creating financial support facility for Lehman Bmets. (Lehman Brothers: the

United States based financial firm).

Around the world stock markets have fallen, largearicial institutions have
collapsed or even bought out, and government everealthiest nations have had to
come up with rescue packages to bail out theinfire systems. On the other hands,
many people are concerned that those responsibteéddinancial problems are the
ones being bailed out, while on the other handyal@inancial meltdown will affect
the livelihoods of almost everyone in an increasingter-connected world.
Beginning with the failure of large financial irtstiion in United States, it rapidly
evolved into credit crisis deflation and sharp i&thn in a number of European bank
failures, and declines in various stock indexesl, lange reduction in market values

of equities (stock) and commodities worldwide.



The crisis was exacerbated by section 128 of emeygeconomic stabilization Act
of 2008, which allowed the Federal Reserve Systepay interest on excess reserve
requirement balances, held on deposit from bamksoving the incentives for banks
to extend credits instead of hoard cash on depatit the Federal Reserve. The
crisis led to liquidity problem and de-leveragingfimancial institutions, especially
in United States and Europe, and further accelertie liquidity crisis and decrease

in international shipping and commerce.

The world political leaders and national ministerfs finance and central bank
directors have coordinated their efforts to feartg the crisis is ongoing and
continues to change, evolving at close of Octol#)82 into currency crisis with
investors transferring vast capital resources stitonger currencies such as Japanese
yen, US dollars and Swiss franc, leading to mangrgent economies to seek aid
from International Monetary Fund. The crisis waggered by subprime mortgage

crisis and is an acute phase of financial crisig@fi7-20009.

Tourism as service sector is one of the fasteswig industries in an economy,
growing at an average rate of 4% per annum. In IsisEnd economies like
Zanzibar, tourism is of extra importance becauskigih linkage factors, and that it
stimulates other sectors of the economy. Among ethesctors are trade and

commerce, hotel is a part of this sector.

Hotel is compliment service of tourism, it is likeel and vehicle. Over the past
fifteen years Zanzibar economy has been heavilanelon tourism to generate

revenue for its budget. Tourism is one of the llandustries of the economy of



Zanzibar as it has been accounted for about 25%aofibar's Gross Domestic

Product and generate about 80 percent of it'sdoreurrency.

Over 137,000 foreign visitors arrived in Zanzibar2006, and over 143,000 foreign
tourists arrived in Zanzibar in 2007, many of thesarists were from lItaly, South
Africa, United Kingdom, United States, and Canadar@ries most hit by ongoing
World financial crisis. On the due periods, the Zilbar Revenue Board in form of
VAT, through hotels and restaurant, Tour operatang restaurant levies as well as
port and sea service charges, collected more thé&fh & revenues, from tourism

industry

Global financial crisis in the West countries negdy affected the economy of
Zanzibar in areas of receipts, with this crisis iexpected that the disposable income
will fall and so the demand for tourism/ hotel widlll. The impact is that most of
tourists will either decide to stay at their honoeiatries or decide to travel for short
trips to neighboring countries where they will spéess than what they would spend

if they decided for longer trips to African coumsiincluding Zanzibar.

1.2 Statement of Research Problem

Failure to have alternative source or means of nmedhat will supplement the

shortage as caused by world financial crisis arqeddency on Western tourists at
large, not local, regional and Asian tourists is thistake with this perspective.
“Tourist source markets for hotels have seen sdmeges with an increase in both
national and African visitors and fewer decreas&wfopeans and more increment
East Asian guests”. Changes in Average Kilimanfaotel Guest Nationality, 2008-

2010 (UNWTO and ILO, 2010).



Due to economic contribution from Hotel Industryl(Ho Zanzibar society as to
stimulate primary producers, merchandise businkght industries and service
firms, there is a needs to diagnose the world firsrcrisis. Most of these sectors
contribute on economy by production of goods owises, employment and tax
payment hence will improve both gross domestic pecodGDP) and standard of

living of the House hold.

HI and Government in Zanzibar has consider WFCxagenous variable that not
easy to control so government must encourage iorgedty giving them means,
technigues and strategies that may combat withremvient (Zanzibar Economic

Bulletin, 2009).

In 2010 the Venta Club Hotel at Northern regiorZzanzibar appeared before court
of law after suppliers of various goods and sew/isged due to failure on payment,
this is obviously some suppliers bought goods aemicee on credit from other
supplier depending channel of distribution, henbis teffect produce series of
debtors of SMEs from primary producers to merchemdéirms whose suffering with
the impact of WFC. Therefore the objective of tl@search is to examine the impact
of world financial crisis on Hotel Industry in Zabar, knowing this, government
and stakeholders will be in a good position to tdgmmpacts toward good standard

of living.

1.3 Objectives of The Study
1.3.1 General Objective
The general objective of this research is to exantie Impact of World Financial

Crisis on Hotel Industry in Zanzibar.



1.3.2 Specific Objectives

0] To determine the effect on level of employment ooteH Industry which
affected by this problem.

(i) To determine the impact of the crisis (recessionjevenue collection by the
Zanzibar Revenue Board (ZRB).

(i)  To examine the impact of world financial crisis development of road
infrastructure.

(iv)  To determine impact of world financial crisis onuf@perators.

1.4 Research Questions
(1) To what extent has the crisis affect the emplewt level in Hotel Industry?
(i) How the revenue collection by ZRB and other insitilus in Hotel Industry

affected due to this recession?
(i)  What is the impact of WFC on development of rodcastructure?

(iv)  To what extent WFC affect Tours operators?

1.5 Significances of the Study

This research work has got a number of significaraehereunder. The result of the
study may provide an alertness to all concernetigsaron how to develop policies

and strategies that may reduce further impacteefdécession and ultimately put the
situation under control. It can help to developadternative measures, that in case
the same problem happens again in future, it vaillexert the impact to large extent.
Through the result of this study, the governmentcailaboration with private

institutions can create the necessary reforms aonisto industry so as to make



further improvement towards the sector. Alternaseeirce of revenue is necessary
hence the government may also make diversifiedoseawft economy in order to
improve the sources of revenues for its budgeteats of depending too much on
one sector of economy. The study may put The Opeivetsity of Tanzania as

popular institution as a result of the work perfedby its students.

1.6 Scope of the Research

Research will cover Institutions of the Urban Dddttike Serena Inn Hotel, Tropical
tours & Safari Zanzibar Itd. at stone town and Q@a@onsultant also South District
like Breezes Beach club and SPA hotel at East C@asnhmission for Tourism in

Zanzibar and Zanzibar Revenue Board (ZRB), theoredshind selecting these
areas are due to tourism related institutionsaetibn sites and Institutions that

directly concern respectively that affected too.

1.7 Organization of the Study

Chapter One

This chapter explain background of the World FinanCrisis (WFC) social and
economical perspective, it also define Hotel, peablstatement, objectives and it's
research questions significant of the study, sadpke study and organization of the

study.

Chapter Two
This part concerned with literature review, origihthe crisis, causes of the crisis,
credit boom, mortgages market also explain def@ingi of the key terms/words,

history of Hotel Industry, common world hotel cldisstions, jobs in Hotel Industry,



hotel departments, importance of hotel, concepinoéntrepreneur relatively to hotel,
possible solutions, Africa and the financial crisiase study: financial crisis hits

tourism in Tanzania.

Chapter Three
This chapter concerns with research methodologta dallection, primary data,
secondary data, sampling procedures, researchndasig area of the study and

proposed budget.

Chapter four
This includes analysis and data interpretatiorrpdhiction, the respondents general
information, answers from research questions, pnétations, statistical trends table

with arrivals of tourist, revenue, and tourist ralgo figures, discussion and analysis

Chapter Five
This is the last chapter of this research wherefttyodluction of the chapter,
Summary of the main Findings, Conclusion, Recomragads, Implications of

finding, research limitations and Areas for furtsudies are included.



CHAPTER TWO

2.0 LITERATURE REVIEW

2.1 Introduction

This chapter reviews the literature on the subpéempact of world financial crisis
on hotel industry in Zanzibar. Also concerns wittnceptual definitions and the
theoretical review. In addition the chapter presespirical literature, conceptual
framework and the research gap global practicedioargd in literature review which
reflected in various empirical studies that complnted by literature from Sub
Saharan Africa and Tanzanithis part of the research paper covers the writargs

theories as seen from various books, reports ahlications and internet websites.

2.2 Conceptual Definitions

2.2.1 Hotel

Hotel is all forms of business relating to the pstan of accommodation in lodging,
food and drinks and various types of other servibas are interconnected and form
intended for the public service, both of which uke lodging facilities or who

simply use the services or the production of certdithe hotel. (Pizam, 2009).

2.2.2 Tourism
Tourism is an activity that includes moving awagnfr home, for the purpose of
study making, pleasure or some other motives sschealth and so on (Inskeeper

1991).

According to UNWTO tourism is “a social, culturahca economic phenomenon

which entails the movement of people to countrieplaces outside their usual



environment for personal or business/professiongbgses. These people are called
visitors (which may be either tourists or excurssts) residents or non-residents)
and tourism has to do with their activities, somk which imply tourism

expenditure.” (UNWTO, 2009).

2.2.3 Tourists

Tourists are people who “travel to and stay in @&cutside their usual environment
for more than twenty-four hours and not more thae consecutive year for leisure,
business and other purposes not related to thecisgenf an activity remunerated
from within the place visited.” Tourism industrieggaclude the provision of
accommodation for visitors (tourists and same dmjtors), food and beverage
serving activities, passenger transportation, tragencies and other reservation
service activities, cultural activities, sports aadreational activities, as well as other
country specific activities. (Haughton & Khandk2009).

2.2.4 Hospitality Products

Hospitality products are those things that motiwasg/ of creating better place for

people to live in, and better place for peopleisit {Pizam, 2009).

2.2.5 Employment Opportunity
Employment opportunity a possibilitydue to a favorable combination of

circumstances that enable someone to be employealvorg a job (Pearce, 1998).

2.2.6 Government Revenue
Government revenue is the money received by govemhfrom taxation, fees, fines,
inter-governmental grants or transfers securit@ess minerals rights and resource

rights, as well as any sales that are made (J€41i)2
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2.2.7 Infrastructure

Infrastructure is the basic facilities, servicesid ainstallations needed for the
functioning of a community or society, such as s$@ortation and communications
systems, water and power lines, and public ingtist including schools, post

offices, and prisons (Muffin, 2000).

2.2.8 Socio — Economic Development

Socio-Economic Development is any programme thaates sustainable access to
the economy for its beneficiaries. Or socioeconod&eelopment is the study of the
development relationship between economic acteuity social life (Zunker, 1996).
Depending on the country of origin and destinatainthe person travelling the

following forms of tourism may be distinguished.

2.2.9 Inbound Tourism

Inbound tourism is the unit of measurement useddport, measuring the flows of
non-residents received by a destination countrynfrihe point of view of that
destination. For a proper understanding of thig tinternational Tourist Arrivals”,
two considerations should be taken into account:

International tourist arrivals refer exclusively tourists, i.e. overnight visitors.

Same-day visitors are not included.

International tourist arrivals refer to the numbéarrivals and not to the number of
persons travelling or the number of nights spefiite Tame person can generate
multiple arrivals a year. Similarly, a person whavels through several countries on

one trip generates a new arrival every time theldois crossed. (UNWTO, 2009).
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2.2.10 Domestic Tourism
Domestic tourism only involves residents of a giveuntry travelling within that

country. (UNWTO, 2009).

2.2.11 Accommodation Sector

The capacity of the accommodation secsomeasured in terms of number of rooms
or number of bed places available in a countrygitzan moment. The actual official
capacity of a country might in fact be larger therailable data show, as some
countries exclude hotels below a certain categaryless than a certain size.

(UNWTO 20009).

2.2.12 International Tourism Receipts and Expendiire

International Tourism Receipts (exportme the receipts earned by a destination
country from inbound tourism. They cover all toumisreceipts resulting from
expenditure made by visitors from abroad, for inséaon lodging, food and drinks,
fuel, transport in the country, entertainment, ghog, etc. This concept includes

receipts generated by overnight visitors (touriatsyvell as by same-day visitors.

The later may be substantial, as will be the casmuntries where a lot of shopping
for goods and services takes place by visitors froenghboring countries. It
excludes, however, the receipts related to intenak transport contracted by
residents of other countries (for instance ticleteipts from foreigners travelling
with a national company). These receipts are caovarea separate category of the

Balance of Payments (international fare receigtiNWTO, 2009).
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2.2.13 International Fare Receipts

Corresponds to the section of “Transportation, &agsr service, credits” in the
standard reporting form of the Balance of Paymdht®fers to any payment made
to carriers registered in the compiling country safms owed by non-residents,
regardless of whether or not they are travellingh@t country. These account on
average for approximately 18% of total internatiotmurism and fare receipts in

recent years. (UNWTO, 2009).

2.2.14 International Tourism Expenditure (imports)
International Tourism Expenditure (imports) is #aegpenditure on tourism outside
their country of residence made by visitors (samg-dsitors and tourists) from a

given country of origin. (UNWTO, 2009).

2.2.15 Data on Receipts and Expenditure

Related to international tourism are accounted atidwal Balance of Payments
under the items “Services, Travel, Credit and Ddlternational Tourism Receipts
and Expenditure) and “Transportation, Passengevic®s; Credit and Debit”

(International Fare Receipts and Expenditure). (UNYW2009).

2.2.16 Commerce

Commerce is the part of economy which is concemmitd exchange of goods and
service and includes all those activities whichedily or indirectly facilitate that
exchange.

(James Stephenson 2011).
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2.2.17 Entrepreneurship

There are so many definitions underlying this c@hees follow in Table 2.1

Table 2.1: Definitions of Entrepreneurship / Enterpises

Source

Definition

Knight (1921)

Profits from bearing uncertainty arsk.

Schmpter, J (1934)

Carrying out of new combinatiohsirm organization -
new product, new services, new sources of raw maéer

new organization.

Hoselitz, B (1952)

Uncertainty bearing... coordinataf productive resources

...Introduction of innovations, and provision of cai

Cole, A (1959)

Purposeful activity to initiate addvelop a profit-oriented

business.

McClelland (1961)

Moderate risk taking- taking adéted risk

Casson (1982)

Decision and judgments about thedowiron of scarce

resources.

Gartner, W (1985)

Creation of new organizations

Stevenson, Roberts
and Grtousbeck
(1989)

The pursuit of opportunity without regard to resms

currently controlled

GENERAL 2011

Entrepreurship is the process of ifgng opportunity in
the market place, mobilizing resources requirepluisue
these opportunities and investing the resourcesxfoit
the opportunities for long term gains. It involvagating
wealth by bringing together resources in new waystart

and operate an enterprise.

Source: Field Data
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2.2.18 Industry

The intellectual roots of industry studies can keced to the economists Adam
Smith (1723-1790) and Alfred Marshall (1842-1924)ho demonstrated that:-
Industry is the production of an economic goodesviee within an economy.

The manufacturing or technically productive entesgs in a particular field, country,
region, or economy viewed collectively. A classtion that refers to a group of

companies that are related in terms of their prynarsiness activities.

2.2.19 Financial Crisis

The term financial crisis is applied broadly toaigty of situations in which some
financial assets suddenly lose a large part ofr theminal value. A situation in
which the supply of money is outpaced by the denfananoney. This means that
liquidity is quickly evaporated. A situation in vdm the value of financial
institutions or assets drops rapidly. A financiasis is often associated with a panic
or a run on the banks, in which failed to affordleélow. An economic recession or
depression caused by a lack of necessary liquidifynancial institutions.(UNWTO

2009), (UNWTO 2010f).

2.2.20 Exogenous Variable

An exogenous variable is a factor that is outsiflaroeconomic model; it has an
impact on the outcome of the model, but changgeemmodel do not affect it. Put
simply, it is something that affects a particulatamme without being controlled by
that outcome in return. These variables are sonestimferred to as independent

variables, as opposed to dependent — or endogereugariables, which are
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explained by the mathematical relationships in thedel. While endogenous
variables can be manipulated within the economiadehoexogenous ones are

generally uncontrollable. (Samuelson 1995)

2.3 Theoretical Literature Review

Financial crisis began in 2007, with the “subprionisis”; then, because of the global
diffusion of sophisticated financial instrumentads as derivatives and hedge funds)
quickly propagated to the banking sector and fir@rgystem of many countries. In
the Fall of 2008, the extending disruptions in therking of banks and credit
systems, the confidence crisis (with huge dropsthe stock markets), the
deterioration of expectations led to the initiadlreffects: decrease in production and
levels of activity, reductions in consumption anddastment, fall of the international

trade. (Misbah, Enricat al., 2010)

A financial crisis affect the money circulation i and associate actors, the crisis
have less boundary to HI because transactions kaeet link with both Hi
customers and tourism market that obviously labod #gax to government are

victims.

2.3.1 Span of the World Financial Crisis

While financial crises have common elements, theycdme in many forms. A

financial crisis is often associated with one orrenof the following phenomena:

substantial changes in credit volume and asse¢graevere disruptions in financial
intermediation and the supply of external finandimgarious actors in the economy;

large scale balance sheet problems (of firms, Hwmide, financial intermediaries



16

and sovereigns); and large scale government sufipdfte form of liquidity support
and recapitalization). As such, financial crises @pically multidimensional events
and can be hard to characterize using a singleatati. The literature has clarified
some of the factors driving crises, but it remanshallenge to definitively identify
their deeper causes. Many theories have been gmettver the years regarding the
underlying causes of crises. While fundamentalofactmacroeconomic imbalances,
internal or external shocks are often observed,yntarestions remain on the exact

causes of crises.

Financial crises sometimes appear to be drivenirbgtional” factors. These include
sudden runs on banks, contagion and spillovers gnfiaancial markets, limits to
arbitrage during times of stress, emergence oft dasss, credit crunches, and fire
sales, and other aspects related to financial tlwrimmleed, the idea of “animal
spirits” (as a source of financial market movempehts long occupied a significant
space in the literature attempting to explain srifiéeynes, 1930; Minsky, 1975;

Kindleberger, 1978).

2.3.2 Origin of the Crisis

The global financial crisis of 2007-2009, initialigferred to in the media as a “credit
crunch” or “credit crisis”, begun in July 2007 (acding to global financial crisis
Reports) when a loss of confidence by investothénvalue of securitized mortgages
in the United States resulted in liquidity crigiait prompted a substantial injection of
capital into financial markets by the United Stdtesleral Reserve, Bank of England

and the European central bank.
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The spread indicator of perceived credit risk imeral economy spiked up in July
2007, remained volatile for a year, then spikedneligher in September 2008,
reaching a record of 4.65% in October 2008, theiskdeepened, as stock markets
world-wide crashed and entered a period of highatldl, and a considerable
number of banks, mortgages lenders and insuramopaes failed in the following

weeks.

Although World’s housing collapse is often cited leving caused the crisis, the
financial system was vulnerable because of inwi@atd highly leveraged financial
contracts and operations, a U.S. monetary polickimgethe cost of credit negligible
therefore encouraging such high levels of leveraiéer affecting banking and
credit, mainly in the United States, the situatiewolved into a global general
financial crisis verging on systemic crisis as mamstitutions had financial links,
and also psychological contagions, made it sprédddeasame time Worldwide and

to many financial and economic areas.

Financial markets (stock exchange and derivativeketa notably) where it

developed into a market crash, Various equity fuanas$ hedge funds that went short
of cash and had to rid of assets, Insurance desvdnd pension funds, facing a
receding asset portfolio value to cover their cotmmnts, With also incidences on
public finance due to the bail out actions, Foremchange, at least for some
currencies (Icelandic crown, various Eastern Eurapé Latin World currencies),

and increased volatility for most of them. Thetfisgmptoms of what is called the

Economic crisis of 2008 ensured also in variousnboes and various industries, as
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financial crisis, albeit not only cause, was adadty making borrowing and equity

rising harder.

2.3.3 Event of the Crisis

The relationship between the recent boom and themudelinquencies in subprime
mortgages. The recent 4th February 2008 US mortgaag&et troubles unsteadied
the economy. This article summarizes research amgy millions of loans
applications to investigate the root of the crisisgredit boom may to be blamed.
Recent events in the markets for mortgages-backedriies have placed the US
subprime mortgages industry in spotlight. Over st decade, this market has
expanded drastically, evolving from small nichersegt into major portion of the

overall US mortgages market.

The important question to ask is can recent matkgnoil-triggered by sharp

increases in delinquency rates be related to #p&lrexpansion? In other words, the
recent experience, in part, the result of creddrbaone badly? While may say yes
to these questions, rigorous empirical evidencethen matter has thus far been

lacking.

The process of financial globalization has givese iio an increase in the frequency
of financial crises. With it, there was also a sung research about financial crises.
One of the key questions in this area is whethisesrare triggered by fundamentals
or come as a result of panic. Observing real-waleents, many prominent
researchers, including Friedman and Schwartz (126®) Kindleberger (1978),

concluded that financial crises are so strong amdten that there must be an
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element of panic in them. Yet, a large empirictdrliture was able to establish a

fairly strong link between crises and fundamentals.

2.3.4 Competing Explanations: A Global Saving Glut

Some argue that the low interest rates in 2002-206 caused by global factors
beyond the control of the monetary authoritiesdf then the interest rate decisions
by the monetary authorities were not the majordiactausing the boom. This
explanation is potentially appealing because l@rgitinterest rates remained low
for a while even after the short-term federal fumdte started increasing. This
alternative explanation focuses on global savingrgues that there was an excess of
world saving—a global saving glut—which pushed ries¢ rates down in the United

States and other countries.

Financial crises are often preceded by asset agitdsooms that eventually turn
into busts. Many theories focusing on the sourdesrises have recognized the
importance of booms in asset and credit marketsveder, explaining why asset
price bubbles or credit booms are allowed to camtirand eventually become
unsustainable and turn into busts or crunches baa bhallenging. This naturally
requires answering why neither financial markettipgrants nor policy makers
foresee the risks and attempt to slow down the rsipa of credit and increase in

asset prices.

The dynamics of macroeconomic and financial vaestdround crises have been
extensively studied. Empirical studies have docustkrthe various phases of

financial crises, from initial, small-scale finaakdisruptions to large-scale national,
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regional, or even global crises. They have alsarde=d how, in the aftermath of
financial crises, asset prices and credit growth reenain depressed for a long time
and how crises can have long-lasting consequencéld real economy. Given their
central roles, we next briefly discuss developméantsasset and credit markets

around financial crises.

2.3.5 Asset Price Booms and Busts

Sharp increases in asset prices, sometimes calibblds, and often followed by
crashes have been around for centuries. AssesBareetimes seem to deviate from
what fundamentals would suggest and exhibit patteifierent than predictions of
standard models with perfect financial markets.ublile, an extreme form of such
deviation, can be defined athé part of a grossly upward asset price moventeait t
is unexplainable based ofundamentals” (Garber, 2000). Patterns of exuberant
increases in asset prices, often followed by cigsfigure prominently in many
accounts of financial instability, both for advadcand emerging market countries
alike, going back millenniums (see Evanoff, Kaufmiftalliaris (2012) for detailed

reviews of asset price bubbles).

Sharp increases in international financial flows @mplify credit booms. Most
national financial markets are affected by globahditions, even more so today,
making asset bubbles easily spill across borddustiations in capital flows can
amplify movements in local financial markets whaffiaws lead to a significant
increase in the funds available to banks, relaximglit constraints for corporations

and households (Claessatsal, 2010).
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Rapid expansion of credit and sharp growth in hoarsg other asset prices were
indeed associated with large capital inflows in ypn@ountries before the recent
financial crisis. Accommodative monetary policiespecially when in place for
extended periods, have been linked to credit boantsexcessive risk taking. The
channel is as follows. Interest rates affect apgees and borrower’s net worth, in
turn affecting lending conditions. Analytical mosleincluding on the relationship
between agency problems and interest rates (diglitSand Weiss, 1981), suggest
more risk-taking when interest rates decline afigjhat to quality when interest rates

rise, with consequent effects on the availabilitgxternal financing.

Empirical evidence (e.g., for Spain, Maddaloni d@wlydrd, 2010; Ongenet al.,
2009), supports such a channel as credit standandsto loosen when policy rates
decline. The relatively low interest rates in theSUduring 2001-04 are often
mentioned as a main factor behind the rapid ine®ashouse prices and household

leverage (Lansing, 2008; Hiragh al 2012).

2.3.6 Efficiency Market Hypothesis

Theoretically, the panic-based approach to ban&mggs was formalized by Bryant
(1980) and Diamond and Dybvig (1983). In the Diadv@ybvig model, when
investors withdraw money from a bank, they deplleéebank’s capital, reducing the
amount available for investors who come in the reituThis creates strategic
complementarities, such that investors wish to avdlv when they think others will
do so. The result is multiplicity of equilibria. &te is an equilibrium in which all the

investors withdraw and an equilibrium in which nafehem does. Crises are then
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self-fulfilling; they occur only because investdoglieve they will occur. In the

Diamond-Dybvig model, the occurrence of a crisisned be linked to fundamentals.
The fundamental-based (or information-based) amprées been modeled as well,
for example in Chari and Jagannathan (1988), Jaekid Bhattacharya (1988), and
Allen and Gale (1998). The basic idea is simpled Bandamentals (or negative
information about fundamentals) lead banks’ balastoeets to deteriorate, inducing

investors to run.

The tension between the self-fulfilling approachl dimndamental approach to crises
exists also in the currency-attack literature. Tt classic approaches are
represented by Krugman (1979) and Obstfeld (19@6Krugman (1979), the crisis
is an inevitable result of a government that ruasal policy which is inconsistent
with the exchange rate regime, and hence the ayreallapse is predictable by
fundamentals. On the other hand, in Obstfeld (199®) currency collapse might be
self-fulfilling. If enough speculators choose ttaak the currency, they will weaken

the ability of the government to maintain the fix@dhange rate regime.

2.3.7 Hotel and Tourism Industry

Hotel and tourism is one of the traditional seciarsmany countries besides mining,
energy, agriculture and forestry in many decades Ggrrently, it is recognized as
one of the fastest growing industry in the worldternational hotel and tourism is
now one of the largest export earners, surpassapgre of crude oil and other
petroleum products, motor vehicles, electronic popgint, raw materials, textile and

all other categories. It's growth is faster tharny asther economic sector. The
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forecasts show that international hotel and tourisith keep on growing in the
coming years. Basically, hotel and tourism has bexa significant industry in both
poor and rich countries. This is due to its impateconomic, livelihoods and socio-
cultural development where it remains as a popglabal leisure activity (Gee,

1997).

The contraction of the real economy impacted onttheism market. Faced with
possible lay-offs or loan reductions, employees ld/qaostpone, change or even
cancel travel plans, significantly reducing theavel budgets. Accompanied by a
high oil price and rising inflation rates, recessitears took their toll and travel
budgets further diminished. This constricted ina#ional demand for tourism
services in the holiday destinations. Albeit timeayed and dependent on the crisis
resilience in the source markets, internationatisb@rrivals dropped notably by end
of 2008, affecting not only the economic performant tourism companies but also

tourism related firms along the value chains.

The crisis hit the tourism sector and lasted forcbBsecutive months of negative
growth until October 2009. The crisis peaked in 8ha2009, with a 12% decrease in
international tourist arrivals. Since then, inteio@al tourist arrivals steadily
recovered and turned positive during the last guadf 2009. During 2009,
international tourist arrivals decreased by 4% laba level, coupled with a 6%
decline in tourism receipts. The 2008-2009 crisasvihe first serious downturn
faced by the sector at global level. The tourisot@eexperienced important declines

and changes in travel habits, such as the decadalmg-haul travel in favor of
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short-distance travel, including intra-regional addmestic travel. In 2010, the
tourism sector rebounded faster than expected alhddompensated for the losses
caused by the economic crisis at global level,ipgst growth rate of international
tourist arrivals of 7%. The recovery confirms theters resilience in the medium
and long term, and its role as a key driver of ghoand much needed employment

in a changing economic setting.

2.3.8 Tourism Labour Markets

Tourism labor markets have a high turnover. Turndigures vary from region to
region within countries. In general, however, thmbver rate for managerial levels
is far lower than for line employees. Employers antployees cite different reasons
for this high frequency of turnover: Employers egentatives generally state that
turnover in the sector should be attributed toetbsgentially transient nature of part of
the workforce, namely the unsteady employment oflestts, young mothers and
young people as a whole, as well as to the gerbffatulty in retaining staff.
Employees, on the other hand, frequently cite lay ps a reason for changing
employment, although lack of a career structure lzmkfits would appear to be of
even greater importance. In the USA, for examplenef hotels and restaurants pay

US$12.00 an hour, theare in competition with jobs such as bank tellers.

Furthermore, restaurant work retains the stigmaeaig physical work. Job stability,
career prospects and reasonable working houradbif into the equation. As long
as other jobs offer equal levels of pay but moreaathgeous working and

employment conditions, the problem of turnover wpkrsist in the hotel and
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restaurant sector, unless the industry is ableréate equivalent conditions or

compensate in other ways.

2.3.9 Tourism Labour Markets and Government Intenentions

Government interventions may influence the finatcome of the labor market in
many ways, thus affecting earnings of the poor ti@nsupply side, the state has an
important role to play in providing good qualityitming to equip local communities
with the skills to contribute productively to theutism economy, e.g. language or
hospitality skills. On the demand side, the govesnimmay influence both wage
levels and recruitment of the poor through a regmaenvironment which supports
the enhancement of decent jobs for tourism worlargeneral WFC affect tourism
industry where by Hotel Industry is complimentargnsce for tourism, many

categories of hotels, Small and Medium Enterprasesgovernment are involved.

2.3.10 Common World Hotel Classifications

2.3.10.1 Commercial Hotels and Restaurant

Commercial Hotels and restaurant are cater mamlgusiness clients and usually
offer room service, coffee-shop, dining room, cadktounge, laundry and valet

service as well as access to computers and faxcespnin Zanzibar most of these
hotel are found at Zanzibar town/ Stone town iniclgdBreezes Beach Cub and SPA

Hotel, Serena inn Hotel, Shangani hote, Dhow Pdiatel, Mazson Hotel and so on.

2.3.10.2 Airport Hotels and Restaurant
Airport Hotels and restaurant are located neamwdispand are a conveniently located
to provide any level of service from just a cleanm to room service and they may

provide bus or limousine service to the air lines.
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2.3.10.3 Conference Centers
Conference Centers are designed to specificallyigggomeeting space from groups;
they provide all services and equipment necessaryhandle conventions like

Bwawani hotel, Mazsons hotel and so on.

2.3.10.4 Economy Hotels and Restaurant
Economy Hotels and restaurant are provide a linsgrgtice and are known for clean
rooms at low prices meeting just the basic needsawtlers such as Marine hotel,

Narrow street hotel and so on.

2.3.10.5 Suite or All-Suite Hotels and Restaurant

Suite or All-Suite Hotels and restaurant are hotetsl restaurant which offer
spacious layout and design. Business people likes¢tting which provides space to
work and entertain separate from the bedroom exaBpezes Beach Cub and SPA

hotel, Zanzibar beach resort.

2.3.10.6 Residential Hotels and Restaurant
Residential Hotels and restaurant are used to tyepapular. The typical residential

hotel offers long term accommodations these uskalbyvn as guest house.

2.3.10.7 Casino Hotels and Restaurant
Casino Hotels and restaurant are often quite loxgti Their main purpose is in
support of the gambling operation. Casino hotetsr@staurant often offer top name

entertainment and excellent restaurants, not fauenzibar.
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2.3.10.8 Resort Hotels and Restaurant

Resort Hotels and restaurant are the planned déstin of guests, usually
vacationers. This is because resorts are locdtéldeaocean or in the mountains
away from inner cities. Resort hotels and restauraay offer any form of
entertainment to keep their guests happy and mxample is Breezes beach hotel,
Dogwe Vacanze, Coral rock hotel etc., those alextatlongside of East-coast of

Unguja Island.

2.3.11 Social Development and Economic Developnidrheory

There were several theories underlying this studgfwmcluded: social development
theory and economic development theory as desclibkexv:

Harlan and Garry (1999), Development theory mustabteory of how human
society advances through space and time. Develdpaiendividuals and societies
results in increasing freedom of choice and inargasapacity to fulfill its choices
by its own capacity and initiative. Social develacan be defined as the process
of organizing human energies and activities at érglevels to achieve greater
results. In its broadest social development ascabstneory is an upward directional
movement of society from lesser to greater levél®rergy, efficiency, quality,
productivity, complexity, comprehension, creatiyithoice, mastery, enjoyment and

accomplishment.

2.3.12 Social Development
Social development theory has been elusive forratveasons. One among them is
because of the very practical importance of thesies attention in this field has very

largely focused on the material results of develepirand on those strategies that
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have proven most effective for achieving those Itesuather than on abstract
principles or theoretical concepts. A theory ofiabdevelopment should generate a
framework around which all knowledge of the factomsstruments, conditions,
agencies and processes of development can bedtedgiRapid economic progress
in North America and Europe after the Second Wavlar, which was followed by
even more stunning achievements in Japan and &#sr Asian nations, imbued
governments and the international community with ¢bnfidence that development
was primarily a question of money, technology, stdalization and political will.

(Harlan and Garry (1999).

Confident that the lessons of early achievers pieiall the knowledge necessary
for those that were to follow, there was an urge doncerted action and an
expectation of results, rather than a quest forortecal knowledge. Society
develops in response to the contact and interati@vween human beings from one
place to another or in same place through theireni@t social and intellectual
environment. Human beings acquire social behawassimilar manner. Here, apart
from the physical skills required for communicatiand interaction with other
people, vital attitudes are centrally importantclEaocial behavior expresses not just

a movement, but an attitude and intention of thre@e (Harlan and Garry, 1999).

2.3.13 Economic Development Theory
In economic Development Theory: Development hasninesny things, depending
on the era and context. For the scope of this studyamy, (2009) defines

development refers to economic growth that leadsd¢oeased standard of living.
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The latter term itself is problematic, dependingvdrether it is measured simply in
economic terms, like Gross National Product (GN#),f it includes social and
health measures, like education and life expectambjch one finds in the Human
Development Index (HDI) One assumes that sociakersrwill not be satisfied with
an end-point at econometrics, since human welfapenids on much more than the
accumulation of wealth. GDP is one of the three ponents of the HDI, indicating
the United Nations’ recognition that per capitaome should be considered in a
general social measure of quality of life. Giveredh relationships, it is not
unreasonable for the social worker to factor ecanamevelopment into strategies
for intervention at all levels (macro, mezzo, anidro), if not even as a core factor

(Jeramy, 2009).

2.3.14 Endogenous Growth Theory
Endogenous Growth Theory (EGT) describes that argn@mic development
requires human capital and capacity because huaptacdevelopment is a primary

driver of growth (Romer, 1990).

Larsen (1998) through the study about tourism, esova growth and resource
managementlescribed thathe study on tourism, economic growth and resource
management in Zanzibar shown that the governmenZasizibar has recently
focused on tourism as a main source of foreign &xgh and thus of what was seen
as a main goal, namely, economic growth. Both lacal foreign private companies
and individuals were encouraged to invest in vari&inds of tourist enterprises.
This was perceived as one possible way to encoweg@omic activities which will

eventually enrich the state through various systerhgaxation, creating work
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opportunities, providing incentives for trading igities, and thus improved living
conditions for people in general. Hence, seen ftbencentre tourism may be one
way to meet the growing problem of unemploymeniriban areas and strengthening
the state economically and in turn, politically. tW¥n this context, tourism often
means greater occupational choices for women amg the choices of course being
differentiated by gender. In the coastal zone thgamsion of tourism had led to
larger scale infrastructure development appreciatedeople in local communities,
but this had taken place without the benefit ofimmmental assessments (Larsen,

1998).

Following the study on improving Tourism Employmertactice conducted by
Smith, Gare and Dan, (2003) described that thenextewhich local hiring enhanced
economic opportunity and built human capital assleigended on a company’ s
recruitment practices and willingness to train. Maourism companies already
employed relatively large numbers of local peofleis alone had significant local
economic impact where this impact became even migreficant when companies
offered reasonable wages, working hours, and joturgg. Complying with
international labor standards in these and othemisacould help tourism companies
ensure that workers are building appropriate skiftgl financial assets, while also

mitigating their own reputation risk.

Some companies, such as Serena hotels, have gamefather, paying above
minimum wage and offering employees pensions,itigeirance, and other financial
support services (Dan, 2003). Companies’ economppodunity impact can also be

enhanced by hiring and training local residentsti@nagement positions in addition
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to low-paid, unskilled job. More efforts are neededsupport local communities by
employing community members whenever possible, byndproviding effective
training programs to bolster employee motivatiamstomer satisfaction and human

capital development (Smith, Gare and Dan, 2003).

Ashley (2007), through the study on the role ofri@ma in socio-economic
development in Asian and Pacific countries whichswaganized into eleven
chapters, he examined about the Tourism and TranBpgastructure as part of the
growing impact of globalization in Asia and the Fag international tourism was
dependent on efficient, reliable and cost-effectivansport infrastructure and
services to support continued growth and developrfgnthe same time, transport
policies and infrastructure development influertoe quality, capacity, extensiveness
and efficiency of transport, which contributed tee tcompetitiveness of national

tourism industries.

Transport infrastructure provided the backboneargport systems, both within and
between countries through networks of airportshwiys, railways and ports.
Tourism will benefit from the work being done byurtries and areas of the region
at the national and regional level to provide ankeavork for internationally agreed

routes and infrastructure standards.

The various forms of transportation and relatedastfucture played a vital role in
economic growth by providing fast, reliable conmats between population centers

for business, tourism, ordinary citizens and gorent. In countries where the
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infrastructure policy environment was forward-langiin support of growth and
safety, social and economic needs could be metgalath the demands of the
tourism industry. An infrastructure policy enviroant that included consideration of
tourism development would have to address: (1) tcaimés to sector development;
(2) which infrastructure sectors to prioritize; (Bdw to strengthen international
and/or cross border linkages; and (4) the complexitrelations between tourism
development, environmental sustainability, geogi@plocation of expanded

infrastructure and related socio-economic changes.

2.3.15 The Contribution of Hotel Industry on Develpment of Infrastructure
Infrastructure is very important pillar in nourisli tourism in the world otherwise
the development of the country will slow down. Affi@ent transport infrastructure
has been considered as a key component that girefitiences the competitiveness
of a country’s travel and tourism industry in Asiand the Pacific countries like
China and India (Asian Development Bank, 2005). Muauritius tourism
infrastructurewas well-developed because roads were maintainedeiy good
condition, with 1,834 kilometers (1,139 miles) afta total of 1,910 kilometers

(1,186 miles) of roads being paved in 2000s (WBdadk, 2000).

Hall (2000) described that tourism infrastructunel &acilities were very important in
tourism planning and development. The Cambodia morent was trying to invest
in basic infrastructures such as highways, roalistrec plants, water supply, and
international airport and did give priority to iaBtructure development for the

tourism industry.
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Nahed (2006) reported that a prolonged infrastrecigap did slow the tourism
activities, pace and drove up the costs of devetppiew projects, placed greater
strain on the existing infrastructure and potehtialeterred foreign business and
leisure travelers. The Dubai government estimdtatttaffic congestion costs alone

were around US$1.3 billion or just 3.5 percent obBi's US$39.7 billion GDP.

Infrastructure development such as the construaiotarred roads to facilitate the
tourism industry in the Okavango and Chobe regiaonsorthern Botswana became
one of the major government pre-occupation (Mbaig802). Tourism had

stimulated the development of a variety of allisftastructure and facilities, such as
hotels, lodges and camps, airport and airstripsthen Okavango region (Ngami,
2001). Booth (2004) explained that constructioraafew paved road linking Kigali

to the western part of Rwanda where Lake Kivu wasated had also benefited
tourism. Since 2000, there had been a fourfoldem®e in the number of tourists

visiting national parks.

To encourage investment for development, there avaged for improvements in
infrastructure across the regions in Tanzania,bipte utilities such as water and
electricity supply and solid waste disposal (Kwedia al, 2001). The benefits

accruing from investments in such infrastructurel auperstructure as airports,
hotels and restaurants, road network, communicsitipower and water supply as
well as other related public utilities are widellgased with other sectors of the

economy (Kwekaet al,2001).

Zanzibar Economic Bulletin (2009) stated that thigaistructure programmes were

primary requirements that Government had to provige a future meaningful
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development of tourism industry, these includeddsy provision of water, tourism
towns and special products where the Governme@iaokibar was required to set
aside some US $ 41,542,740 equivalent to Tsh. Bill®n for the purpose of

financing the provision of the above mentioned wes:

According to data gathered by the World Bank fo8 &irport projects with private
sector participation worldwide between 1991 and 6208 total of 25 airport
infrastructure projects were carried out in low amidldle income countries of East
Asia and the Pacific and 8 projects in South ASihe total value of private
investment was US$ 4,281 million in East Asia amel RPacific, of which US$ 3,130
was for projects involving runway and terminal doastion, US$ 881 million for

terminal construction only and US$ 270 million fanway construction only.

World Economic Forum (2007), in a study of the tsnr industry worldwide, the
World Economic Forum (WEF) developed the travel amgrism competitiveness
index (TTCI) to provide a fairly comprehensive tdol measuring the factors and
policies that help in assessing the comparativengths and weaknesses of 124
countries and areas, including 26 in Asia and theiffe, in their ability to develop
travel and tourism. According to WEF, its assessmen the travel and tourism
environment can be used by all stakeholders to wodether to improve the
industry’s competitiveness in their national ecoresn thereby contributing to

national growth and prosperity.

The term national competitiveness must be usedutrehowever, the notion of

national competitiveness is controversial, althoitgh one way to start asking about
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the appropriate role and extent of government pol@iven that it is firms that
compete, according to the Asian Development BarlBEA from the national point
of view the real question would be about how gorent policies might ensure that

firms are competitive.

Despite arguments about whether or not nations etengovernments play a critical
role in shaping the competitive environment andalvedr of firms through a variety
of policies and activities. UNWTO (2006) throughetkease study of tourism in
Maldives stated that in Asia and the Pacific, Ma&tdi had been the most successful
LDC in attracting international tourists, with albd@00,000 international tourists in
2004, which was double the total resident poputatidaldives is one of five

countries in Asia and the Pacific where tourism westop contributor to GDP.

Fifty-seven per cent of total employment, or 1 wrery 1.7 jobs, was created by
tourism. Tourism had been the major source of §preaxchange earnings and tax
revenue for many years. This had enabled the gowamh to allocate financial

resources for improving education and health camtst There was almost universal
literacy and the infant mortality rate went froml1@er thousand in 1977 to 35 per
thousand in 2004. Over the same period, averageskpectancy at birth increased

from 47 years to 67 years.

The dominance of tourism showed that the economyaldives was not very
diversified, however. The tsunami and seaquakeeamfeimber 2004 underscored the
country’s vulnerability. International tourist arals dropped from 617,000 in 2004

to 395,000 in 2005. Foreign exchange earnings édsdined and the government
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faced a current account deficit as well as a budegétit. At the same time, the
government faced supply constraints in its recoicsitsn efforts. Tourism arrivals
recovered fairly quickly and grew by 70 per centhe first eight months of 2006.
The government had decided to add 35 uninhabitadds to its tourism portfolio in
order that foreign investors could gain leasesdweetbp and build at least 20 new
hotels and 15 new resorts, which would include eaiding by the Maldives

government.

UNDP (2006), through the study of The Millenniumv@mpment Goals (MDGS)

represent a global partnership aimed at resportditige world's main development
challenges, including poverty reduction, opportiesitfor education, better maternal
health, gender equality, and reducing child mdstalAIDS and other diseases. The
MDGs are an agreed set of goals to be achievedby Based on all actors working
together at global, regional and national levetsat8gies based on working with a
wide range of partners can help create coalitiongiange that support the MDGs
at all levels; benchmark progress; and help coesmtouild the institutional capacity,

policies and programmes needed to achieve the MDGs.

It is generally assumed that international tourisam generate benefits for poor
people and poor communities in the context of snabde tourism development,
usually without specifically targeting the poor. ededing to UNWTO (2006),

tourism can contribute to development and povestuction in a number of ways.
Although the focus was usually on economic benefitere can also be social,

environmental and cultural benefits. Poverty candskiced when tourism provides
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employment and diversified livelihood opportunitieshich provides additional

income.

2.3.16 The Contribution of Hotel Industry on Employment Opportunity

On the part of employment, it was described thatirad 260 million people worked

in jobs directly related to tourism worldwide andlwepresent approximately 8.3%
of total world employment (WTO, 2002). In the UnitState, tourism is either the
first, second or third largest employer in 29 stad@d many cities including New
York, Chicago, Washington, D.C. and San Francisagployed 7.3 million in 2004,

to take care of 1.19 billion trips tourists tooktire US in 2005 (Cocks, 2007). The
tourism sector in China contributed largely to mahan 77.6 million people,

approximately 1 in every 10 employed persons wotikethe tourism economy in

2006 (WTTC, 2006).

In dependant countries such as the Caribbean, ag asa25% of jobs are associated
with tourism industry. For example, the total numh® people directly and
indirectly depending on tourism for a living (inding taxi drivers, water sports
operators, bar workers, restaurants, casinos, souaad other retail shops) is
estimated at 1.3 million (WTO, 2002). WTTC (2008}imates that employment in
travel and tourism economy may account on averagd3% of total employment
by 2004 in 12 Caribbean countries including Jamaica example in the region,
Antigua and Barbuda has the highest proportionhef gopulation working in the
tourism sector with 95% of its total employmeniaet on direct or indirect jobs in

travel and tourism in 2004. WTTC forecasts that leympent will increase by an
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average of 14% for all Caribbean countries betwkE¥39 and 2014 (WTTC, 2009).
An estimated 102,700 full-time employees or 5.9%taibl employment in New
Zealand were actively engaged in producing goodissanvices for tourists in 1994
(UNWTO, 1998). In Cambodia, the tourism related Ewpment is estimated at

1,102,000 jobs in 2008 (Ministry of Tourism, 2007).

Neto (2003) stated that in St. Lucia, tourism’stabation to employment cannot be
overlooked. It was argued that because of its laft@ensive nature, investments in
tourism tended to generate a larger and fasteeaser in employment than equal
investments in other economic activities. Employtmanthe hotels and restaurants
sub-sector alone accounted for an average of 1lé2cent of total employment
during the period. Total persons employed in the-sector increased substantially

from 11,420 in 1999 to 27,020 in 2003 (Renard, 2001

In South Africa, the comprehensive Tourism EntegpriProgram (TEP) estimated
that tourism growth created over 30,000 full-timguiealent job opportunities
between July, 2000 and June, 2006 (Poulteny anc A2001). In Tunisia although
Industrial workers were earning about higher thatelhworkers, there was little
differences in their living standards where theiaibn made the people to depend
on tourism for their employment opportunities tlwdiner sectors (Tosun and Jenkins,
1996). In Malta direct employment in hotels incexhfrom 7,375 employees in 1990

to 9,533 employees in 2000 (Malta Tourism AuthQr®01).

Sindiga (1999) noted that tourism is labor-inteesim Kenya. People serve in

various sub-sectors of the industry including tguiding, nature and cultural



39

interpretation, game viewing, travel and transpenvices, sport, and in the area of
food, beverage and alcohol service, and accomnmwdalihe estimates in Kenya
indicated that 75% of workers in tourism have niiskr training for the jobs that

they do (Sindiga, 1999), whereby this problem aff¢be level of wages, security of
tenure and the ability to achieve better workingdibons as well as the quality of

productivity is affected by lack of training. Tosim sector in Rwanda creates
employment opportunities for the poor and eventlier vulnerable groups, such as

the youth, women and unskilled rural residents $@&at, 2006).

In Tanzania, official data indicate that there wareund 157,000 people supposed to
be working in the tourism sector in 2001 compare®,000 in 1995 (URT, 2002).
This may still be under-estimation, since indirechployment is not taken into

account.

In Zanzibar, total employment in tourism industry 2009 is estimated at 10,500
people direct activities and over 40,000 peopleirgody (Zanzibar Economic

Bulletin, 2009). Antonella (2006) described thatledst 5,800 people are directly
employed by the tourism industry; but total empleyinwas believed to be some
37,000 from tourism due to the very great indieaiployment and multiplier effects

of the industry (e.g. fishing, agriculture, trangpbuilding industry, arts and crafts).

Makame (2008) noted that tourism and its hospytaiibducts in Zanzibar employed
about 45,000 people in both direct and indirectlegrmpent and was likely to surpass
agriculture as Zanzibar’s leading revenue earndhbyear 2015. The Commission

for Tourism (1997) also indicated that some 2600ppe gained direct employment
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form tourism industry. This was probably seen agditator for the development of
tourism industry in Zanzibar. Again, the departmehE&nvironment estimated that
for one direct job, other two to three indirectgare created. All these, together with

tourist activities were taking place on the beadresmarine environment.

2.3.17 The Contribution of Hotel Industry on Enhanéng Government
Revenues

Stephen and Connell (2006) stated that tourismthegnain income generator for
one-third of the developing nations but was alsmagor generator in the Western
world. For example in New Zealand, tourism was dfmp importance in areas
where there was little other industry such as im¥ka and the Bay of Islands. For
the year ended 2009 in New Zealand, tourism caunttib $8.2 billion or 6.9% of
New Zealand’s total industry contribution to goveent revenues and the GDP.
David Scowsill, President and CEO of WTTC (2012) ¢hat Serbia had made huge
advances in attracting tourists to the country whbe sector than employed 97,000

people (UNWTO, 2012).

In Jamaica and Trinidad and Tobago, tourism ecooomuitivity increased
government revenues from 0.34% to 1.25 %, respaygtithis was due to the
increase in GDP but also the stronger relative esipa of sectors that contributed
more to the tax base than sectors, which contribldss to public finances (Page,
Stephen and Connell, 2006). Between 1999 and 200&rnment revenue from
tourism increased from US$7.67 million to US$10@8ion. In 2003, it accounted

for a 5.9 per cent share of total government regeasicompared to 3.5 per cent in
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1999 (Neto, 2003). In 2006, Cambodian tourism geteer revenues of US dollar

1,594 million and about 16 percent of GDP (MinistfyT ourism, 2007).

Common Wealth (2012)escribed thaturrently; Bahamians did not pay income or a
sales tax that was why most government revenuederasged from high tariffs and
import fees. Reduction of trade barriers would pidip require some form of

taxation to replace revenues.

DWNP (2000) argued that revenue collected from Bate's protected areas
increased from P5, 835,051 in 1995 to P9, 280,88¥909. Much of this revenue
was collected from the northern parks of Chobe dvati Park and Moremi Game
Reserve which were located in the area due tonthgence of the Okavango Delta.
The Chobe National Park in 1999 generated P4, 892yghile Moremi Game

Reserve generated P4, 175,048.

In East Africa, the countries like Kenya, UgandanZania, Rwanda and Burundi the
issue of tourism was operated and contributed Bp@ad economically in different
ways, according to the country itself. For exampiediga (1999) stated that from
the perspective of tourist expenditure, includindgage and payments to overseas
tour operators, the proportion of tourist incomeramg to Kenya was relatively low
because Kenya's tourism enterprises including Bptelr firms and travel agencies
were owned and managed by foreign nationals froneldped countries. David
(2008) stated that international tourism was adtice source of income for Kenya,
accounting for 2.24 percent of the nation’s gramseéstic product (GDP) in 2006. In

the year 2007 Rwanda’s tourism industry emergeddpeforeign currency earner
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generating revenues worth US $42.3 million overtgkioffee and tea industries for
the first time after the genocide (Jean, 2011).a I(#993) and Sindiga (1999)
describe that in order to have good system of magagnd distributing tourists
revenues to every stakeholder, Tanzania suggelséedadr every tourist dollar, 40
cents went on imports, 40 cents to private hotets @her businesses, and only 20

cents to the government in the form of taxes.

Apart from injecting foreign exchange earnings itite economy, tourism generated
government revenue through various taxes includgoows and excise duties for
imports; sales tax and value added tax for goodsglmoin the local market;

accommodation taxes and training levies on hotekty) concession or rental fees
paid by game lodges and camp sites; and tradeskseand company taxes paid by

various enterprises (Sindiga, 1999).

The government also charged income tax on the pafrsgarnings of the employees
in the tourism sector (Sindiga, 1999). Currenthg sector of tourism became a
modern sense for catalyzing the people welfarelasting the country’s economy
by improving old and modern historic mattes in Tama - Zanzibar that contributed
to about 22% of GDP and about in Government revefdanzibar Economic

Bulletin, 2009). Foreign currency earnings as amimr@ggovernment revenue were
net US$ 46 million in 2001 from international tais; due to this Zanzibar was

expected to grow its revenues to US$ 116 millioB0d2(Antonella, 2006).

2.4 Empirical Literature Review
Tanzania is home to a variety of different touattactions, ranging from the world

famous national wildlife parks in the north of t@untry to the beaches of Zanzibar
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on its eastern coastlinelhe Tanzanian economy is based around agriculture
(including fisheries, forestry products and livestpwhich represented 28% of gross
value added (GVA) in 2009, followed by the retadictr including restaurants,
hotels, wholesale, representing 14% of GVA and ngrand manufacturing (13%).
This signifies the importance of tourism enterpisach as hotels, restaurants, other
retail services and the supply chains that areutséited by them, for the national
economy.(UNSTATS, Mainland Tanzania 2011).WFC hawpact on HI and
measures is necessary in order to contribute moréhé economy and social

development.

2.4.1 Impact of Global Economic Crisis on Hotel Idustry: Experience from
Regional of the World

Trends demonstrate an increasing economic impartahénternational tourism, in
particular among emerging countries. According tdWITO, the contribution of
tourism to the economic activity worldwide is estied at some 5% of GDP, its
direct and indirect contribution to employment teigdto be slightly higher at a
range of 6-7% of the overall number of jobs worldei Moreover, tourism exports
account for 6% of overall exports of goods and ises; and 30% of the exports of

services.

In 2007, prior to the crisis, international tourigeceipts had a highly significant
economic weight for many countries, featuring @araf more than 5% of GDP or
more than 10% of export earnings among 56 countrigas income groups,
international tourism may be considered a sigmifiGeconomic sector in 21 (49%)

and a highly significant economic sector in 15 (3%¥cthe 43 low income countries
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of the world. Furthermore, tourism played a sigifit role in 26 (51%) and a highly

significant role in 17 (33%) of the 51 lower middheome countries.

In summary, tourism is a major economic sectorbioud half of the low income and
lower middle income countries, particularly in Qahtand South America, Asia and
the Pacific, but also in the Middle East and Nokthica Compared to other export
sectors, tourism additionally makes the strongestbhcal contribution to the growth
of GDP per capital in low income as well as loweddte income and by region in
countries in the Americas and the Middle East.(UNWZ010). Pg 58. Neither in
Africa, Asia and the Pacific and Europe nor amopgear middle income and high
income countries can a similar statistically sigraift effect of tourism exports on

the growth of GDP per capita be observed.

2.4.2 Impact of Global Economic Crisis on Hotel Indstry: Tourism Demand
Regional of the World (2007-2009)

Although the negative effect of the decrease inatainfor tourism exports caused
by the global economic crisis may be discernedchternational tourist arrival data
across all income and regional groups, its intgnaitd duration varies greatly
between different regions as well as sub-regionsitiérn and Western Europe,
Northern and Central America as well as Southelia Aave been particularly hit by

a sharp decline in tourist flows.

On the other hand, the Middle East and some camin the Caribbean have been

considerably less affected and have managed toeeoauch quicker. Africa has not
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been affected by the crisis in terms of internatlotourist arrivals. In regard to
income groups, low income countries have been fetgnitly less affected and have
recovered considerably faster than the rest ofwbdd and those of high income
countries in particular. An analysis of internatibriourist arrivals monthly data
between advanced economies and emerging econceneEas only slightly different
trends between these two groups of countries dpredats of monthly international
tourist arrivals in all four sub-regions of the Anecas. Two distinct observations
arise: firstly, Caribbean countries experiencedrequisis decline of international

tourist arrivals during the summer of 2007.

In 2008, international tourist arrivals largely msponded with developments of the
other sub-regions, whereas in 2009 Caribbean desnprerformed comparatively
better than North and Central American countriezo8dly, since early 2009, hardly
any other sub-region has suffered more in termdeafeasing international tourist
arrivals as the North American and Central Americaantries due to the fact that
the USA is such a significant source market in ¢htso sub-regions.(UNWTO

2010). Pg 60

In regard to European sub-regions, Northern Eureypere destinations such as the
UK or Ireland have a strong link with the US outhdunarket, appear to have been
slightly more affected by the decline of Internatibtourist arrivals. On the other
hand, Southern Mediterranean countries were somdesm affected by the decline
of international tourist arrivals. Overall, howeyell four European sub-regions

experienced a largely homogenous reaction to thigagleconomic crisis.
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2.4.3 Impact of Global Economic Crisis on Hotel Idustry: Experience from
America

The crisis hit the tourism sector and lasted forcbBsecutive months of negative
growth until October 2009. The crisis peaked in 8ha2009, with a 12% decrease in
international tourist arrivals. Since then, inteio@al tourist arrivals steadily
recovered and turned positive during the last guadf 2009. During 2009,
international tourist arrivals decreased by 4% laba level, coupled with a 6%
decline in tourism receipts. The 2008-2009 crisasvihe first serious downturn
faced by the sector at global level. The tourisot@eexperienced important declines
and changes in travel habits, such as the decadsag-haul travel in favour of

short-distance travel, including intra-regional @mmestic travel.

In 2010, the tourism sector rebounded faster tikgeaed and fully compensated for
the losses caused by the economic crisis at gleval, posting a growth rate of
international tourist arrivals of 7%. The recovegnfirms the sectors resilience in
the medium and long term, and its role as a keyedof growth and much needed

employment in a changing economic setting. (UNWTQ®2011).

Hotel Industry impacts in various ways on natioeebnomies. Tourists consume a
wide range of products and services, including amathers transportation,
accommodation, food and entertainment servicess Ha@mand adds up to the
domestic demand with an impact on the economy aidcyeation. The Hotel
Industry also creates demand and employment inHaig} Industry of the economy,
such as agriculture, construction, manufacturie¢gir and trade, and intra sectoral

demand. Hotel Industry demand for public goods rdoutes to the improvement of
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the general provision of infrastructure for thedbpopulation, as for instance roads,
airports, water, sanitation and energy. These iiesvcontribute to national wealth
and to the income of individuals and their houseésoln addition, Hotel Industry-
induced economic activities enlarge tax and imgartff revenues for national
governments. Revenues and employment generatbad iddtel Industry may help to
finance existing social and health insurance sckerk@rthermore, international
Hotel Industry as an export category provides Hiareign currencies to destinations
and impacts positively on the balance of payme(halic, 2004); (Sharpley

2004); (Sinclair 1998).

When measuring the impact of Hotel Industry onaral economies, direct, indirect
and induced effects of Hotel Industry spending ningstiefined. Direct effects refer
to the value added in the sector, local businessé#ctions and taxes. They are equal
to the overall turnover in the Hotel Industry sectoot including the amount of
money lost due to leakages such as the import@dgand the payment of profits to
entities outside the national economy. Indirece&8 measure all purchases from
other industries within the national economy neettegroduce the Hotel Industry
sectors output. Induced effects occur as a restiteoincreased spending within the
national economy. This spending contributes togases in income, part of which is
re-spent on other goods and services produced rwithé national economy.

(Vanhove 2005): p. 183-184.

Owing to these interdependent structures, any a@angHotel Industry demand
affects the national economy in various ways angseahanges in the economy’s

output, level of employment and government revenDeg to this multifaceted and
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multilevel character of Hotel Industry’s contribati to national economies,
measuring these effects is a highly complex tasie dumulative effect of Hotel
Industry income through direct, indirect and indii@dfects is described by using
Hotel Industry income multipliers, which show thelationship between an
additional unit of tourist spending and the chanth@s result in the level of income
in the economy. Even though the national economg @buntry usually benefits

more. (Vanhove 2005): p. 185.

Developing countries (DCs) and least developed ttms(LDCs) have continuously
managed to increase their participation in the gld¢totel Industry sector. (Ashley
et. al. 2004); (UNWTO and UNCTAD 2001). According UNWTO, Hotel

Industry accounts for 45% of service exports in ISCI 2009, emerging economies
received 410 million international tourist arrivats 47% share of the world’s total,
and US$306 billion in international Hotel Industeceipts equaling 36% of the total.

(Own calculation on the basis of UNWTO and IMF data

Furthermore, Hotel Industry is also a major job egator for many of the world’s
most vulnerable populations. Since Hotel Industgviees may only be consumed
on-site, Hotel Industry provides poor and vulnesaptoups with the possibility to
sell their products and services to global custamehich they could hardly access
by other means. Moreover, due to its geographistilbution and labour intensive
nature, these employment and income opportunitiesoéien created in rural and
remote areas. Considering these benefits, Hotalsing has a huge potential to
contribute to poverty reduction. In consequenceteHmdustry has been recognized

in the United Nations Millennium Declaration as aimlever for poverty alleviation
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and the achievement of the Millennium Developmeptls 20 (MDGs). (UNDP

2006); (UNWTO (2010). (UNWTO 2002); (UNWTO and (UNIED 2001).

2.4.4 Impact of Global Financial Crisis on Hotel hdustry: Experience from

Africa

The crisis has affected all the drivers (i.e., ggicand demand for primary
commodities, capital flows) of economic growth irriéa (African Development
Bank, 2009; Ngowi, 2010). Because Hotel is a demaddindustry (Raymond,
2001), the industry faces huge challenges emariededthe financial crisis due to
declining purchasing power of the tourists from @leped and emerging economies
(ADB, 2009). The study of (Mladenovic and ZlatkaviO09) have also discovered
that the Hotel Industries in West Balkan countra@e facing problems due to a

reduction of capital inflows rooted from the crigishe foreign capital origin.

The study reveals that the current financial crises affected not only Hotel
Industry, but also Hotel related sectors. Ashfo2@1@), states that the reduced
impact of the financial relation between sub-Saharations is weak. Despite the
weak linkages, the continent has been indirectiycééd through real sectors in those
economies. For example, Chaputula (2011) arguds tth@ugh the impact has not
really shown the reduction in grants from donorssplowering of the Gross
Domestic Product growth figures is a sign of globabnomic crisis. The estimate
shows that SARS in 2003 and the recent financialschave significantly negative
effects on domestic Hotel demand. Ngowi (2010) Histene of the core industries
in Tanzania, but because of the financial cri@senue was predicted to fall by 30%

in 2009.
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Based on the review of empirical evidences, théajldinancial crisis is like to

affect the consumption of Hotel in Botswana. Hatelustry has become important
source of economic growth for African economies.entioned elsewhere, Hotel is
one of the major contributors to Gross DomesticdBeb in Botswana. From

macroeconomic point of view, Mbaiwa (2003) maingaihat Hotel in Okavango has
led to an increase in Gross Domestic Product (G&®R) expansion of the Hotel
sector has also made the sector the second laygestator of government revenue

after diamonds.

Actually, conserving a place like Okavango has destrated the positive relation
between protections of wildness and economic grdwdim Hotel (WTTC, 2012).
While it is noted that the first group of economiesxperience the crisis were those
with the most globally integrated financial sectaitsee next group felt decline in
trade due to collapse in the volumes and pricesoafmodities and manufacturing

across the globe (Green, King and Miller-Dawkin¥]@).

2.4.5 Impact of Global Financial Crisis on Hotel hdustry: Experience from
Countries Resemble Tanzania

This study investigated how the decrease in toudemand in 2009, which resulted
from the global economic crisis, has impacted oplegment, income opportunities
and the livelihood of poor and vulnerable groups,wall as on the capacity of
households to cope with such shocks. This evaluaims to provide an insight into
the ramifications of the crisis for people's evaydives. A comparative large
macroeconomic analysis provides empirical evidesfceow the decline in tourism

demand has affected growth and employment and wlffatts public policy



51

measures had across countries on a global level.alin of this macroeconomic
analysis is to identify patterns and trends witihi& tourism sector and to specifically

investigate the varying impact of the crisis onaleping countries.

The three country case studies - the Maldives, &CB$ta and Tanzania - provide
insights into the impact of the global crisis ornvdls of employment and
opportunities for low- and unskilled individuals kkong in the tourism sector. The
focus is on workers belonging to poor and vulnexasbups on both the national as
well as on the household level (including youthrigk, low-wage, low-skilled,

informal economy and migrant workers).

The Maldives, Costa Rica, and Tanzania were selesiiece (a) tourism has a
significant weight in their economies and employtefio) they witnessed a
significant decrease in tourism demand (internalidaurist arrivals and earnings)
clearly attributable to the economic crisis, angtfeir cases are typical of similar
tourism destinations/countries in their regionsgcountries in similar situations (e.g.

small island states).

By evaluating the effectiveness of public policydatrisis mitigating measures of
private businesses and their influence on the ikweds of people, the report
concludes by providing general recommendations ama&ro level, as well as
country-specific policy recommendations for theethrcase studies. These are
intended, not only to meet short-term needs, bsih & develop context-specific
strategies for improving the crisis resilience afop and vulnerable groups by

improving tourism.
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2.4.6 Impact of Global Financial Crisis on Hotel hdustry: Experience from
Tanzania

Tourism has been one of the leading foreign cugrexarners for Tanzania. The 1
billion USD industry, however, experienced a dezlin revenue by about 18% in
2008 and a predicted decline by some 30% in 20@Xathe financial hard times in
the US and Europe which are the leading source®uwrists in Tanzania. The
tourism value chain to be affected by the crisidudes travel agents, transporters
(taxis, buses, car rentals, safari/tour operattwaigls, restaurants and camping sites

(reported 60% cancellation of bookings).

The reduced number of tourists will affect employnen hotels, restaurants and
camping sites and their suppliers of food, bevesadmundry and utilities. Their
financiers too (mainly banks) will be negativelyfeated. There have been some
reports of renegotiation of loan repayments to babik some tourism-dependent
hotels due to inability to pay as per prior agreededules. The inability is attributed
to the crisis. Other nodes in the tourism chairt thi#l be negatively affected are

bureau de changes and trade/commercial. (Mtangg0B8).

Venta Club a hotel located northern Unguja Islanddsby supplies after failed to
pay an agreed amount of money, plaintiff argue tbewpelled to do so because
they took the said goods from other supplier omitréhe investigation shows that
there is supply chain as Producer - Whole sellearge scale retailer - small scale
retailer — and finally hotelier . on this chainsafpply hotel is consumer who carry

series of burden i.e. from producer to small scetlgiler. (own investigation)
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2.5 Research Gap

The Administration of Commission for Tourism realizabout world financial crisis
and it's impact on Hotel Industry. But researchatefl to find the study done that
exactly portray the said impact, so, as an inteledcmust reveal the impact which

caused by world financial crisis. The case studdatel! Industry in Zanzibar.

2.6 Conceptual Framework

Hotels impacts in various ways on national econsmieurists consume a wide
range of products and services, including among ersthtransportation,
accommodation, food and entertainment servicess Ha@mand adds up to the
domestic demand with an impact on the economy alnajeation. The hotels sector
also creates demand and employment in non-hotetsrseof the economy, such as

agriculture, construction, manufacturing, retaidlarade, and intra-sectoral demand.

Hotels demand for public goods contributes to timprovement of the general
provision of infrastructure for the local populatjoas for instance roads, airports,
water, sanitation and energy. These activitiesrdmrte to national wealth and to the
income of individuals and their households. In &ddi hotels-induced economic

activities enlarge tax and import tariff revenuesrational governments.

Revenues and employment generated in the hotetersemy help to finance
existing social and health insurance schemes. &umibre, international hotels as an
export category provides hard foreign currenciesdastinations and impacts
positively on the balance of payments. Hotels adtiptier to economy so world

financial crisis bring much impact.
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The circular flow of financial transactions on Hdtedustry relatively to economic

activities Zanzibar.

Independent variable

WFC. el
Tourist
from the
rest of the
world
2
1 3
A 4 |
Hotel Employees.
Industry in P 4 Government/ | 5 Sma_ll and
Zanzibar. N Zanzibar - I\E/Ietdlum
nterprises
(Y 6 Sg;?; ue 7| (SMEs).
House Hold
(HH).
A L f . * /
’ /
Mediating variable mediating variable dependeariable

Figure 2.1: Conceptual Framework

KEY:

1. Purchase of locally made service by tourist fromrst of the world.

2. Imports of goods and service by employees, (HH)(&MES).

3. Purchase of goods and service from employees, @AY SMESs) by (HI).
4. Purchase of services from HI by Zanzibar govern/i(i2RB).

5. Payment from HH and SMEs to Government, such as &ee Tax.

6. Payment of taxes and fees from HI to Zanzibar govent/ZRB.
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7. Government pay wages, Interest, transfer paynterEimployees, HH and
SMEs.
8. HI pay wages, interest, Dividends, profit and reotslH and SMEs.

9. HH and SMEs sales goods and services to HI, atecelmnployees

2.6.1 The Theoretical Framework

Consider the Figure 2.1 above:

House hold (HH) and Small and Medium EnterprisddKS) receive income from
Hotel Industry (HI) and the government purchaseises from Hotel Industry(HI)
and HI pay tax and fees to government they alsoh@mse foreign made goods and
services(imports). HI receive payments from HH &MEs and the government for
the services, they pay wages, dividends, inteesstt to HH and SMEs, and taxes,
fees to the government. The government receivessidres from both HI and HH
and SMEs, pay HH and SMEs and HI for goods andisEsvand wages to
government workers and pays interest and trangfaidd and SMEs. Finally tourist
from the rest of the world purchase services predacally which is an injection to
HI as well as Zanzibar economy, the world finan@akis affect HI because no
monetary transaction from tourist from the resttlod world via HI to Zanzibar

economy and parties concerns.

All transactions between HI, HH and SMEs and soramfgovernment have direct
and indirect link with money initiated or associati¢gh HI that origin from rest of the
world for their purchases of services direct toadt these transactions is injection to

Zanzibar economy.
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2.6.2 The Hotel Industry Market Arenas

Another way of looking at the ways HH and SMEs, tHe Government and the rest
of world relate to each other is to consider tmaticial transaction in which they

interact as depicted in the above diagram. Thesthlemarket arenas are Goods and

services market, Labor market and Money (financradyket.

2.6.2.1 Goods and Services market with Hl

HH and SMEs and Government purchase services fronm khe market, in this
market HI purchase goods and service from HH amaesservice from government
and the rest of the world interact in the goods aadiices , labor, and money
market. All of these performed via HI that attraostomers international and local

by providing conducive environment to tourism.

2.6.2.2 Labor with HI

Interaction with labor market takes place when H#l ahe government hire labor

from HH, the HI is the largest demander of labdh@lgh the government is the

substantial employer. The total supply of labotha Zanzibar economy dominated
by activities that direct or indirect associatethwill. Example, Supply of goods and

services by SMEs such as fish, cereals, vegetabtatpneries and so on. Also

supply of services such as consultancy firms, inglddontractors, bureau de change
and so on, Direct supply of labor include tourisemtors office, travelling agencies

and collages associate with HI skills

2.6.2.3 Money Market with HI
In the money market purchase stocks and bond frépHH, and the rest of the

world supply fund in this market in the expectatarearning income in the form of
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dividends on stock and interest on boHdl borrow money to build new facilities in
the hope of earning more in the future, the govemmnborrows by issuing bond, the
rest of the world both borrow and lends to the nyomarket.Hotel Industry did not

well organized to capture tourists a part from Westountries that will supplement

the recession as caused by world financial crisis.
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CHAPTER THREE

3.0 RESEARCH METHODOLOGY

3.1 Introduction

This chapter represent methodology of the studg, ghilosophical assumptions

supporting the research also it represents resedgsign, research area, research
population, sampling size and procedures, datecain and presentation methods

and research analysis.

3.2 Research Design

A research design is the arrangement of conditienesollection and analysis of data
in @ manner that aims to combine relevance todkearch purpose with economy in
procedure. This will create effective and efficigiveay of research (Kothari, 2004).
Research design stands for advance planning ofrtbinods to be adopted for
collecting the relevant data and the techniqudxetased in their analysis, keeping in
view the objective of the research and the avditglof staff, time and money. A
case study is a form of quantitative analysis,itusbn observation performed. Case
study is concentrated description and analysis of maltiple situation

comprehensively and analyzing multiple situation.

3.2.1 Descriptive and Diagnostic Research Studies

Diagnostic research studies determine the frequesittywhich something occurs or
its association with something else. The studieseming whether certain variables
are associated are example of diagnostic researdles (Kothari, 2004). The reason

behind using case study design was the methodtéaeilconcentrated study of



59

institutions concerned and social unities thatesegally difficult if researcher using
use another method of collecting data. Case stoidysfone single object, it may be

organizations or house hold or small and mediurarprises.

Therefore this design helped the researcher to retakly to make detailed study on
a single object that helped a detailed study. Tthdysdeliberately aimed at being
flexible in term of data collection methods for perpose of allowing triangulation
of data. This leads to reasonable conclusion dukaie opinion and data from
different source of information. This helped theaarcher to trace the facts during

his research. (Claire Selltiz and other), page 50.

3.3 Study Area

The area of study means the extent in which thdysextends to cover, Urban

District like Serena Inn Hotel, Tropical tours & f&a Zanzibar Itd and Chando

consultancy. South District like Breezes BeachbCdund SPA Ltd Hotel at East
coast, these are well-organized private institigioGommission for Tourism in

Zanzibar and Zanzibar Revenue Board (ZRB) are theermment institutions that

directly concern with trend of tourists and colientof revenue respectively. Also
the area was accessible to research for ordinamysport. The researcher was

expecting good response from parties concerned.

3.4 Population of the study
All people of the institutions with characteristicsncerned are population, the said
people researcher expect to study for a partiaglsearch problem (Rwegoshata

al, 2006).
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Type of Universe is... the number of items is iténi.e., we cannot have any idea
about the total number of items... Size of sampkni®ptimum sample is one which
fulfills the requirements of efficiency, represditaness, costs, reliability and
flexibility. While deciding the size of sample, eescher must determine the desired
precision as also an acceptable confidence leveéh&estimate (Kothari, 2004) page

56.

Researcher considered only Tourists as an infumigerse from population of the
study because they always in and out of hotelsrgedois economical to take the
population of 21 respondents according researclheidget, as shown on Table 3.1.
Hence the research constitute 21 key persons,ast [ from each institution
concerned, include Serena Inn Hotel, Breezes B€adh and SPA Hotel, Tropical
tour and Safari Zanzibar Itd. Commission for Tooriand Zanzibar Revenue Board
except Chando Consultancy constitute one persos.i3idue to the fact that every

institution have impact on Hotel Industry.

Table 3.1: Respondent’s Institutions Belongs

Institutions Description
Serena Inn Hotel Marketing managers 2, Human Resddanagers
1, Tourists 2.
Breezes Beach Club & SPA Marketing managers 2, HuResource Managers
1, Tourists 1.

Tropical Tour& Safari Zanzibar Itd|  Director 1, TaatrGuiders 2,

Commission for Tourism Zanziban  Public Relationi€¥fs 2, Finance and

Administration officers 2

Zanzibar Revenue Board Public Relation Officer§& collector officers 2

Chando consultancy Director 1.

Source: Field Data
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3.5 Sampling Frame and Procedures

3.5.1 Sampling Frame and Sample Size

It is the population, which is studied in orderrnke inference about the whole
population. However a sample can be a number ofsithat is to be selected from
the universe to constitute a sample, (Kothari 208&mpling frame as the listing of
all members of the population of interest from veher sample is selected, and a
sample size is the subset of the population agtalsiwn from the sampling frame.
Bryman (2008). Sample design as a number of iteghected from the universe to
constitute a sample. (Aaket al, 2002). There are several sample designs out of
which the researcher must choose one for his stDbyiously, he must select that
design which, for a given sample size and for @&mjieost, has a smaller sampling

error. (Kothari, 2004).

The sample of this study was 21 (25.6%) respondenof 102 study population that
drawn from mentioned study population. The samge sf this research comprised
4 Managers, 2 Directors, 2 Human Resource OfficeiBublic Relation Officers, 2
Officers from Department of Small and Medium Tawegra 2 officer from Finance
and Administration section, 2 tourist Guiders antb@rists to replicate as general
picture of global financial impact to other instiatns and individual. Table 3.1

summarized below.

3.5.2 Sampling Procedure
Sampling is all about techniques that a researabes to sample the respondents,

place or things to the study from the populatiores&rch conclusions and
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generalization will be only as good as sample thdl be based on (Manheim,

1977).

After a researcher obtained a list of all instiiag and their respective department’s
person which were the bases in sample selectiamtypes of sampling were used

l.e. probability which included simple random samgl and stratified random

sampling and non — probability sampling i.e. puip@sampling were employed.

Table 3.2:Distribution of the Study Sample

Institutions Detail Total Sample | Male | Female
population size
Serena Inn Hotel: Marketing Managers 5 2 1 1
Customers/tourists 13 2 1 1
Human Resource Managers 3 1 1 0
Breezes Beach Club and SPA:
Marketing Managers 4 2 1
Customers/tourists 21 1 0 1
Human Resource Managers 4 1 0
Chando Consultancy: Director 1 1 0
Tropical Tour and Safari Zanzibar Ltd.:
Directors
Tourist Guiders 7 2 0
Commission for Tourism:
Public Relation officers 7 2 1 1
Finance and Administration section officers 11 2 1
Zanzibar Revenue Board:
Public Relation officer 9 2 2 0
Department of Small and Medium Tax payer
officer 16 2 1 1
Total 102 21 13 8

Source: Field Data
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3.5.2.1 Simple Random Sampling

This is basic form of probability sample. With ramd sampling, each unit of
population has an equal probability of inclusiorthe sample (Alan et al 2003). This
involves random selection of specific represengatigspondents from the list of
respondents of the institution concerned. Hereyeweit had equal chance in the
research. This method is selected because it tedp®searcher to reduce biases and
prejudices and other necessary elements of suldjgctience the finding could be
accepted and generalized as representative to hiode winiverse. Application of
simple random sampling, the research select 2lonefgmts (persons) out of 102
finite population, where by each and every persad an equal chance of being

included in the sample list (Kothari 2004) page 60.

3.5.2.2 Purposive Sampling

The sampling is confined to specific type of peopleo can provide the desired
information, either because they are the only omes have it or confirm to some

criteria set by the researcher. This type of samgpis called purposive sampling
(Sekaran, 2003). In this method researcher purposlebse directors from tour

operator and consultancy firm, marketing manageitgnan Resource managers,
Tourist Guiders and Tourists from top three coestiiourist producers in Zanzibar,
each person who were in the position to provide es@amppropriate characteristics
which were required to form the research sample wére relevant to this research
and easily available to the researcher. Applicatbrpurposive sampling is the

researcher purposely selected 2 responsible diseatal 4 managers irrespective of

their institutions and 3 Tourists due to their etderistics and researcher expected to
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gain more information from this sample as they wargosition to respond on the

impact of WFC which was meaningful for the study{iari, 2004) page 67.

3.6 Data Collection Methods

3.6.1 Primary Data

Whether sample surveys or census surveys, therawelatain primary data either
through observation or through direct communicatioth respondents in one form
or another or through personal interviews (Kottz804). Primary data are collected
a fresh and for the first time and they happen d@ookiginal in character. Guest
(1990) argues that a primary source of data previtie words of witness or first

record an event.

Application, in this study primary data were thas#lected from the field of study,
and from those institutions. The primary data wadlected through various
instruments as self-administered questionnaire iand depth interview (Kothari,

2004) page 95.

3.6.2 Secondary Data

These are sources data, which have been collectédcampleted from another
source. The Secondary source consists of statisiaeements and reports whose
data are used by researchers for their studiesxample, articles, journals, Census
report, annual reports and financial statementarhmanies, statistical statements,
reports from UN agencies, Government Departmenisjudl reposts on currency
and Finance Published by the Government, statisgteéement to cooperatives and

regional rules bank published etc. The secondarycso consists of not only
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published records and reposts but also unpublisbenrds. This was useful for the
researcher in understanding various issues reltdedhe study. We obtained

secondary data from Commission for Tourism, UN ageand ZRB.

3.7 Data Collection Tools

Research instruments are tools used to collectfdata research project, lists some
of these tools as questionnaire, interview, groigpussions, and observations. Also
their function is mainly to enable a researchelecblreliable data which will later be

analyzed Aina (2004).

3.7.1 Case Study Survey

With this instrument, the researcher visited tleédf of study, that is Serena Inn and
Breezes Beach Club and SPA hotels, made contdetseine persons or sample of
this study because the areas of study was reasotmhbllow the researcher to make
contact to various persons necessary for the sandycollect detailed information

related to this study.

3.7.2 Self Administered Questionnaires

Through this method the researcher distributedtopregires to the respondents and
collected data based on the answers given by rdsptsn This method was chosen
because of the nature of the study as it helpeddbearcher to collect data from
respondents within short time. The questionnaireeveelf — administered and were
distributed to selected respondents in the pofiatample that are employees from
different departments available at those instingioThe questionnaire was closed

and self-administered questionnaire. This technigag used in this study because it
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did not exert pressure on respondents hence resptsndere free from researchers

influence to enter his subject matters.

3.7.3 Interview Method

Interview is oral administration of questionnairartterview schedule, it is a face-to-
face encounter consists of dialogue or verbal nesp® between two or more persons
(Muganda, 1999). Interview method was used to yedifita collected from the
managers, directors and other officers through, la@ads of each department of
these institutions concerned. This method was egpto one of two or more
respondents of the same nature of the departmengibe the researcher expected to
get in — depth information necessary for the subjecler study that could not be
obtained through other methods like questionnaamed case study surveying.
Additionally this instrument allowed the researcteeclarify difficult questions or to
restructure the interview guide and study abstiaators like attitudes, reactions and
emotions. Additionally, this tool was selected hesma of its high rate response as
compared to the questionnaire method. This is Isecatlne interviewer and
interviewee had direct contact and secondly, rebear could control the

environment and make sure that all questions wese/ered.

3.8 Reliability and Validity of Data

3.8.1 Reliability of Data

The idea behind reliability is that any significaasults must be more than a one-off
finding and be inherently repeatable. Other resmasc must be able to perform

exactly the same experiment, under the same conditand generate the same
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results. This will reinforce the findings and eresuthat the wider scientific

community will accept the study. Without this regliion of statistically significant

results, the experiment and research have notlédlfall of the requirements of

testability (Martyn. Shuttleworth (Oct.20, 2008)).

Reliability is the degree to which an assessmenitgmduces stable and consistent

results. This study is reliability qualified due tgpe of questions and interviews

tools are standard and social scientifically acegpBee appendices 1 and 2.

3.8.1.1 Types of Reliability

1.

Test-retest reliability is a measure of relidpibbtained by administering the
same test twice over a period of time to a groumdividuals. The scores from
Time 1 and Time 2 can then be correlated in ordeevaluate the test for

stability over time.

Parallel forms reliability is a measure of abliity obtained by administering
different versions of an assessment tool (bothiemessmust contain items that
probe the same construct, skill, knowledge base) & the same group of
individuals. The scores from the two versions tten be correlated in order to

evaluate the consistency of results across alen&sions.

Inter-rater reliability is a measure of religli used to assess the degree to
which different judges or raters agree in theireasment decisions. Inter-rater
reliability is useful because human observers wik necessarily interpret
answers the same way; raters may disagree as tanvetiveertain responses or

material demonstrate knowledge of the construskok being assessed.
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4. Internal consistency reliability is a measuferaiability used to evaluate the
degree to which different test items that probe $hene construct produce

similar results. (Colin Phelan and Julie Wren, 206%.

3.8.2 Validity of Data

Validity encompasses the entire experimental caneep establishes whether the
results obtained meet all of the requirements efdtientific research method. For
example, there must have been randomization o$dihgple groups and appropriate
care and diligence shown in the allocation of aalstrinternal validity dictates how

an experimental design is structured and encompadisef the steps of the scientific
research method. Validity refers to how well a festasures what it is purported to
measure. While reliability is necessary, it alaseot sufficient. For a test to be

reliable, it also needs to be valid.

This research have highest degree of validity sihelt it is widely accepted, for

example each unit of population used has an ednaadae of inclusion in the sample
because respondents were randomly selected alpogmne sampling used for those
respondents qualified for providing desired infotior, in this case Human resource

and Marketing managers and tourists are vividlyngxa.

3.8.2.1 Types of Validity

Content: The extent to which the content of theé testches the instructional
objectives. A semester or quarter exam that ordipdes content covered during the
last six weeks is not a valid measure of the céaireerall objectives - it has very

low content validity.
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Criterion: The extent to which scores on the #&stin agreement with (concurrent

validity) or predict (predictive validity) an extal criterion. If the end-of-year math

tests in 4th grade correlate highly with the stadewmath tests, they would have

high concurrent validity.

Construct: The extent to which an assessment sorels to other variables, as

predicted by some rationale or theory (Martyn. 8awborth Oct.20, 2008).

1.

Face Validity ascertains that the measure apgdedne assessing the intended
construct under study. The stakeholders can easbess face validity.
Although this is not a very “scientific” type of hdity, it may be an essential
component in enlisting motivation of stakeholders.

Construct Validity is used to ensure that treasure is actually measure what
it is intended to measure (i.e. the construct), modother variables. Using a
panel of “experts” familiar with the construct isway in which this type of
validity can be assessed. The experts can examiéems and decide what
that specific item is intended to measure. Stuglean be involved in this
process to obtain their feedback.

Criterion-Related Validity is used to prediature or current performance - it

correlates test results with another criteriombéiest.

Formative Validity when applied to outcomeseassent it is used to assess
how well a measure is able to provide informatiomelp improve the program

under study.

Sampling Validity (similar to content validitgnsures that the measure covers

the broad range of areas within the concept urtdelys

(Colin Phelan and Julie Wren 2005-06)
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3.9 Methods of Data Analysis

3.9.1 Quantitative Data Analysis

The main tool which was used for quantitative datsalysis was Statistical
calculations of percentages and excel programme wene in different categories
and interpreted to analyze the trend of data inerord come up with valid
conclusions. Tables and figures were used to peowidjuick picture of different
situations observed from the collected data, tloeeefesearcher compute trends of

different statistical tables, and figures for asay

3.9.2 Qualitative Data Analysis

For qualitative data, the study used document aisalyethod to analyze the data.
Data was transcribed from interview to form notas] then was combined with data
obtained from different documents to form codesdigting with research questions
and literature review. Then categories were fornaedording to the research
objectives and then written in narrative form. Tdesta were then combined with

quantitative data and then discussion and analessmade.
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CHAPTER FOUR

4.0 FINDINGS, ANALYSIS AND DISCUSSION

4.1 Introduction

This chapter presents and discuss the study fisdnmagn field on assessment of the
impact of world financial crisis based on the reskajuestions as well as research
objectives the presentation was divided into twotgpahe first part presents the
respondents general information while the second @aals with presentation,

interpretation and analysis of the research quesi@md objectives.

4.2 The Respondents General Information

4.2.1 Sex of the Respondents

The research indicated that different sex wereliagin the study, 62% were male
and 38% of the respondents were female, and itesr ¢hat Hotel Industry were
dominated by male or majority of the respondents raale as represented in the

Table 4.1.

Table 4.1: Sex of the Respondents

Sex Frequency Percent
Male 13 62
Female 8 38

Source: Field Data

4.2.2 Age of the Respondents
The findings of the study showed that the majootythe respondents represented

38.1% lay in between age 25-35, and the minorityhef respondents in the study
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represented 4.8% were of the age bracket 55 anekalbther are shown on Table

4.2.

Table 4.2:Age of the respondents

Age Group Frequency Percent
15-24.5 3 14.3
25-34.5 8 38.1
35-44.5 ) 23.8
45-54.5 4 19

55 and over 1 4.8

Source: Field data

Ages of all respondents varies from 22 to 53, tighdr the age the higher the
authority of many respondents usually for publigasnzation as from 41 to 53 of
this study, unlike hotels managers found age ofo233. Most government officers

and tour Guiders age between 25 and 43.

4.2.3 Education Level of the Respondents

The findings of the study indicated the majoritytioé respondents were secondary
and certificate leavers of 38.1% of the respondertits were government officers,

hoteliers and tourist Guiders. The second groughef respondents was diploma
holders who represent 33.3% of the respondentshardoteliers and government

officers. The third group of the respondents wagree holders which represented
19% of the respondents, while the fourth grouphef tespondents is presented by

second degree holders who represent 9.5% of tip@mdents, whereby both third
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and fourth group represented the commission forigou and ZRB officers who
directly deal with tourism activities. From the dings the researcher observed, the
Hotelier in different department hold diplomas atefjrees for government officers;
the situation indicated that they had the skillspwledge and competency to handle
the operations and activities of the entire tourisector, this descriptions

summarized in the Table 4.3.

Table 4.3:Education Level of Respondents

Education Level Frequency Percent
Certificate and secondar| 8 38.1
Diploma 7 33.3
First degree 4 19
Second degree 2 9.5

Source: Field data

Figure 4.1: Show the Period of Service

Source: Field Data

46.7
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4.2.4 Period of Service

Research showed that 46.7% of the respondents bade al0 years and over
working experience, compared to 5- 9.5 years indc28.1% and the 1-4.5 years
showing only 25.2%. From the findings the researdband out that, the tourism
stakeholders with short term of services had noughoexperience to properly

operating HI. As shown Figure 4.1.

4.2.5 Working Institutions of the Respondent

The research also indicated that, 50% of the redgmas were employed in private
sector while only 50% of the respondents work ohlipusector. From the findings
the researcher observed, tourism sector was mamendted by private workers
rather than public workers because of less investnom HI by government
compared to private, gradually the unemployed @itizdecided deliberately to take
an important opportunity to work on tourism seqbarvately without depending on

government employment.

Table 4.4: Positions Held by Respondents

Positions Frequency| Percent
Director 2 9.5%
Marketing Managers 4 19%
Human resource manager 2 9.5%
Finance and Administration officer 2 9.5%
Public Relation officer 4 19%
Officers from Department of Small and Medium Tax 2 9.5%
payer
Tourist Guiders 2 9.5%
Tourists 3 14.3%

Source: Field Data
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4.3 The Extent of Crisis on Employment Level in Totsm Industry

The question was asked with an intention of undedihg the impact of the ongoing
crisis on employment, as far as Hotel Industryhes leading sector to employ large
number of people directly and indirectly, 65% ot thotel's head of sections
respondents replied that they decided to reducethgber of workers (employees)
by giving them a long leaves as one of the meastaresurb with the increased
running expenses. “Since the numbers of guests vegyefew, and most rooms were
empty to the extent that keeping too many workeas wery cost therefore the only

solution for that time was to reduce the numbezroployees”.

Table 4.5:Show Trend of Leave without Pay
Year 2005 2006 2007 2008 2009
Percentage 2 1.6 3.2 68 42

Source: Field Data
Trend show 2008 have highest rate followed by 2808 2005 is the lowest while
number of hiring employees were increased each lygd.7%, that 2005 is base

year.

Trend of leave without pay

2500 2005 2006 2007 2008 2009

2000
1500
1000 N Percentage
500 2 16 3.2 68 a2 N year
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1 2 3 a4
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number of years

Figure 4.2: Trend of Leave without Pay

Source: Field Data
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Due to the fact that workers were forced to takegldeaves without payment,
therefore this implied that there was a temporargnoploymentfor the workers
who were required to take the leaves. While soffieias, especially from Breezes
Beach Cub and SPA hotel and Serena Inn hotel batdthiey temporary decided to
cease the recruitment of new workers (employeesause the number of guests in

their hotels were few to the extent that the reéorant of workers was unnecessary.

This means that employment to the fresh from schoolthose who suffered from
casual unemployment, they faced an extra difficuitgecuring for a job. About 60%
of the respondents replied that, they reduced theroof food staff, and beverages
consumed by visitors in hotels and restaurantsiggptm them in order to minimize
the running expenses because the number of vigtotiseir institutions were very
low, “it could be meaningless to take large ord#riood staff while the numbers of
visitors were very low”. Thismplied thatthe companies that were supplying food
stuff and beverages to the hotels and restauraatifa cute fall in demand for their
products as their main clients decided to redueeatmount of orders supplied by
them, hence the earning of the companies decliogeider, the discussion will be
based on the reasons for the fall of tourists akitv 2008, of which reasons for that

are known and the global financial crisis (WFCamsong of the reason.

Discussion and Analysis
As seen from Table 4.6
In the period of eleven months, staring from Japt@amMNovember, 2007/2008 a total

number of 112,605 tourists arrived in Zanzibar tigto Sea port and Air port in the
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year 2008. This number in 2008 (i.e. 112,605) islfan as compared to the total
number of 127,447 visitors arrived in the countrghe year 2007. Hence, in the year
2008, the country registered a shortfall of 14,82drists equivalent to 11.6%
compared to the year 2007. The situation startesthéov the changes immediately in
June 2008 when the crisis was so severe in theetl§tates. However, the number
of tourists arrived through cruise ship passendshspping companies carrying
visitors to Zanzibar), in spite of declining it la@ce zero and hence ceased totally
from the month of June up to October 2008. This prEsipitated by the ongoing

Economic crisis, as shown on the Table 4.7.

Table 4.6:The Tourists’ Variation between 2007 and 2008

MONTHS 2007 2008 Change
January 14,942 16,228 1286+
February 13,289 14,323 1034+
March 11580 12,045 465+
April 6,323 4,542 1781-
May 4,076 4,275 199+
June 6,990 6,429 561-
July 13,640 13,283 357-
August 19,870 13,907 5963-
September 11,727 10,398 1329-
October 13,408 7,790 5618-
November 11,602 9,385 2217-
December
Total 127,447 112,605 14,842-

Source: Commission for Tourism Zanzibar, (2008)
+ Sign indicates the increase in the number ofansifrom the year 2007 to 2008

- Sign indicates the decrease in the number of visftom the year 2007 to 2008.
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Table 4.7: The Variation Tourists’ Number Arrived by Cruise Ship Zanzibar

Months Passengers by cruise | Cruise ship trips number to
ships Zanzibar

January 517 3
February 1091 6
March 193 3
April 450 3
May 1093 2
June 0 0
July 0 0
August 0 0
September 0 0
October 0 0
November - -
December - -

Total 3344 17

Source: Commission for Tourism Zanzibar, (2008)

Table 4.7 shows the travelling and arrivals of igtuny marine (ships). This means
starting from the month of June up to October, 2@&Aise ship passengers
cancelled the route to Zanzibar as the numberwfdis to be served were very few.
As the operating costs were soaring high, whilg tumber of passengers was
diminishing, therefore cruise ship companies detimdecancel the route to Zanzibar
as a measure to curb down with the increased opgradsts. Moreover, the number
of tourists served by the Zanzibar Tourism CorporafZTC) Kinazini in the period,

varied to great extent in such way that, even ¢vemue collected by the Corporation

had declined significantly.
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See Table 4.8, showing the visitors served by Adgdyeen 2006 and 2009, with the
respective Shipping Companies (that is Royal an#aBSae Companies, both

companies are Kenya based companies)

Table 4.8:Summary of the Visitors Served by ZTC between 200énd 2009

Year [Company Months Total
July | Aug| Sept| Oct| Noy De Jan Feb Marnch Apr Mayunel
20062001 Sawadee 115 95 30 75 26 19 65 43 468
Royal 294 | 169| 620| 195 314 19 236 1y8 214 406 666 3486
200712008 Sawadee | 63 63 17 60 15 3Q 1y 57 32p
Royal 728 224 645 210 204 644 1%3 183 369 55 0342
20082009 Sawadee 74 101f Cxl Cx] Cx Cx| Cxl CHq 19 194
Royal
Total 1274| 652| 1312 54 564 885 471 4p1 604 4616 66 7890

Source: Zanzibar Tourism Commission 2009

Key: Cxl = Route cancellation

As seen from Table 4.8, shows the number of visitriving in Zanzibar through
shipping companies (Sawadee and Royal), declin€2bbly from 3742 of 2007/2008
to only 194 visitors in 2008/2009, this was exaatel by the ongoing global
financial crisis. However, starting from the MorghJuly 2008/2009 the number of
visitors served by Sawadee company to Zanzibarirgtlconsistently, where in
September the company decided to close its rouatzibar due unavailability of
passengers as seen from the table above. On Maad2D09 Sawadee Company
re-opened it's route to Zanzibar with only 19 pagses; the data from April to June

were unavailable by that time.

Also as seen from Table 4.8, there was no senpeeabed by Royal Company. This

was the time (Month of September) when many firgncistitutions in the United
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States and other European nations were sufferorg fiquidity shrunk. Hence, some
people from those countries hesitated to take fican banks that can enable them to
travel. Also workers in those institutions decidid remain in their respective
working places either due to fear of losing jobsewhhey would travel for longer
trips or due to unwillingness of many banks to gitaans for travelling. Therefore,
the number of tourists to Zanzibar and other Africauntries, had fallen out of the
projected figure. There has been decreasing nurobevisitors in hotels and
restaurants, findings show that room occupancyakasit 25 to 45 before Christmas

2008.

Table 4.9:Show Percentage of Hotel and Tour Operator

Year 2007 2008 2009
Hotels 4% 48% 36%
Tour Operators 2.1% 12.4% 17.6%

Source: Field Data

Table 4.9 shows tourism institution operating dgr@hristmas in respective years.
However the situation slightly improved during Gitimas. Mr. Jonathan Cheres, the
room division manager of Serena Inn hotel, a popoliat for budget tourists said
many guests who had earlier ordered their resemnstirom Europe and USA have
made cancellations following the global financiatltdown. He said most of the
guests of that Serena Inn Hotel which located ian§ani Street would normally
book for their accommodation straight from theimecountries. When they arrive
to Zanzibar then they would make arrangementshiar safaris. During October, the

manager said, he experienced an increased carmelfat reservations. However,
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Mr. lbrahim Mwinyi Mzaley, the reservation managdrBreezes Beach Cub and
SPA hotel, also along Shangani Street, said haatidhink the fall in the number of
booking to his hotel was due to the global finahcrésis only but rather to the US
presidential elections. He said many tourists; nebshem happen to be Americans,

have made reservations at the hotel that are efteafter the US elections.

Tour Travel, and Tour operator Companies have ablgaressed concern on the
impact of the economic crisis on the travel andison industry. The administration
officer of the Zanzibar Association of Tour operat¢ZATO) Mr. Thabit said his
association had experienced cancellation of sebe@iing of tourists, from the US,
who were expected to use his services. "We haeadyr cancelled many packages
after being instructed to do so because the tsuhiate decided to stay put to see
how the financial crisis is going,” he said. Mr. abit explained that for his
association the cancellations of the tour packaga® a major blow because it did
not only mean that he won't get any income butdtkdiso suffered a lot of losses to
prepare for the guests. "Even the number of pdpunists, those who do not make
reservations, has suddenly declined"”, he said.fAcia of ZanTours along Malindi
Street was also concerned with the cancellatiornmokings especially from the US

attributing them to the financial crisis and USddlential Elections.

The tourism industry contributes about 25 per oérihe Zanzibar's Gross Domestic
Product and is the second most important activter agriculture. Zanzibar received
137,111 tourists during the financial year 2006/8feady in another front the

global financial crisis is adversely affecting thenzanian shilling as speculations by
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banks and currency dealers have created artifiggdd demands for the US Dollar in
the financial markets. One US dollar in Zanzibandswv sold at about TSH. 1315

compared to 1250 about four weeks back.

4.4 The Effect of Recession on Revenue Collectiog the ZRB and other
Institutions in Hotel Industry due to WFC

To understand how the revenue collection affectedeault of the global financial
crisis specifically on Hotel Industry observe tablember 4.10. The Table (4.10)
portray government agent (ZRB), Department of Sraakl Medium Tax Payer
projection in the year 2008, collection from vasgosources that have direct and

indirect link with HI as a revenue, such as hatestaurant and tour operation levies

and airport service charge.

Table 4.10: ZRB Projected Collection Report for the Month of Jawuary to
December 2008 (Tsh)

Tour
Restaurant Operation Airport Service
Months Hotel Levy Levy Levy Charge Total
January 146,889,999.00 168,975,962.34 39,45M000. 921,298,000.00 1,276,613,961.3
February 297,565,999.00 50,250,999.00 20,6110884. 495,417,000.00 863,845,384.00
March 146,999,000.00 41,881,700.00 13,989,197]0R05,417,000.00 408,286,897.00
April 242,450,000.00| 54,750,800.0( 27,416,700.p®260,100,000.00 584,717,500.00
May 188,450,000.00, 38,750,800.0p  17,416,700.00 8,009,000.00 372,617,500.00
June 131,400,000.0(¢ 37,232,400.00 9,341,300.00 6,504@,000.00 324,473,700.00
July 63,850,000.00 48,827,500.00  35,578,500.00 7,58®,000.00 705,756,000.00
August 161,240,000.00  76,587,500.00 58,637,500|083,000,000.00 379,465,000.00
September | 190,049,400.00 95,237,500.p0  68,578600 507,500,000.00 861,365,400.00
October 155,200,000.00 79,687,500.00  49,687,500.0558,400,000.00 842,975,000.00
November 124,300,000.00 82,787,500.00 51,578)800. 458,000,000.00 716,666,000.00
December 165,100,000.0p 108,287,500.00 37,57&600 658,500,000.00 969,466,000
Total 2,013,494,398 883,257,661.34 429,864,283.00 4,32960.00 | 8,306,248,342

Source: ZRB, (2009)
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The data from Table 4.10 above can be summarizetiasn Table 4.11 and Figure

4.3 (Amount in T.shs)

Table 4.11: Sum of Projected Collection from Hotel, Restaurant, Tour

Operation and Airport respectively

Particular Hotel levy Restaurant Tour operation | Airport service Total
levy levy charge
Total for | 2,013,494,398.00883,257,661.34| 429,864,283.0p 4,979,632,000/00
the year 8,306,248,342.34

Source: Zanzibar Revenue Board, (2009)

See also Table 4.12 for the actual amount colleoye@RB) for the year 2008

Table 4.12:Actual Collection Report for the year 2008 (amountn Tsh)

(7

Tour Airport
Restaurant Operation Service
Months Hotel Levy Levy Levy Charge Total
January 69,278,914.50 37,495,821.92 6,796,193.30 ,5381705.00 155,107,634.72
February 16,754,600.00 38,836,186.46 21,324,690}5320,111,613.60 397,027,090.37
March 363,524,320.28 158,575,458.88 29,696,894]4237,863,156.00 1,189,669,829.08
April 279,712,544.98 134,674,182.29 30,069,080.8396,452,308.20 640,908,115.80
May 118,122,126.34 26,841,424.9Y  10,956,020.p6  7B¥4372.00 300,716,943.37
June 95,369,463.35 44,468,647.35 9,314,263.42 991,26.90 340,544,501.02
July 147,629,014.03 | 49,595,822.04  23,009,302p4 ,8406276.60 627,081,415.21
August 163,548,616.69 67,729,229.38  331,238,522.886,858,363.40 1,149,374,731.
September| 230,085,256.16 92,502,407.p2 39,721,689.840,032,694.50 802,341,948.04
October 170,697,290.44| 71,442,790.35 50,862,865|0913,457,562.50 806,460,508.24
November | 141,722,885.52 88,639,681.96 59,331,705 9497,214,441.60 786,908,714.64
December | 122,065,867.67 71,787,291.08  37,325,559.988,432,951.00 819,611,669.29
Total 1,918,510,899.9¢ 882,588,943.00 649,646,686.99%65,006,571.30] 8,015,753,101.p5

Source: Zanzibar Revenue Board, (2009)
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ZRB Projected collection from Tourism Industry for year 2008
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Figure 4.3:Show the Value as Appeared in Table 4.11

Source: Zanzibar Revenue Board, (2009)

In the year 2008 the ZRB estimated a total amodini.shs 8

collected from tourism sector as shown on Tabl® dhbwever it failed to reach the

intended goal due to the impact of world financaisis. Table 4.12 can be

minimized into as shown Table 4.13 and Figure 4.4
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Figure 4.4: Shows the Value as Appeared in Table 4.13

Source: Zanzibar Revenue Board, (2009)
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Table 4.13:Showing the Sum of Actual Collection for the Year @08 (in Tshs)

Tour
Restaurant Operation Airport Service
Particulars Hotel Levy Levy Levy Charge Total

Total for

the Year 1,918,510,899.9¢ 882,588,943.00 649,646,686.99 4,565,006,571.3Q 8,015,753,101.25

Source: Zanzibar Revenue Board, (2009)

For the year 2008, the Zanzibar Revenue Boardatetlean actual amount of T.shs
8,015,753,101.25, from tourism sector. During theary 2008, the ZRB was
expecting to collect total revenue of about Tsh308,248,342.38 from tourism
sector but the figure stood at about Tshs 8,015118325, Hence it experienced a
short fall of T.shs 290,495,241.09 in revenues tWwhi equal to 3.5% decrease

against the projected figure.

In addition to the questions asked some Touris&ameibar, some visitors especially
from ltaly (3), other European countries (4) anditebh States (2) were also
interviewed to express their concern on how they aifected by the ongoing
financial crisis, so as to make the study realidtlost of them 0.67% especially
from U.S.A were replied that, the ongoing finan@asis has affected them in such a
way that they decided to either shorten the timrerfovelling, while others said that

they cancelled some of their trips to other coestri

However, 0.22% were replied that they had not maféécted by the on going crisis,
because it happened while they are away from ti@ine countries. Some ltalians,
replied that they however have decided to adjust #pending pattern in an effort to
curb with the effects of the financial crisis. Owofethe interviewee named Adriano

from Italy said, his colleagues who were expectettdvel in July 2008 to Zanzibar
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and other African countries have decided to catreklling and remained in their

home countries. “My colleague from Italy who wenepected to come Africa in

July have cancelled their trips to African courdrand, therefore, remained at home

until other times they will travel” and 0.11% sdud fill normal.

4.5 The impact of WFC on Development of Roaadfrastructure

Table 4.14:Show the Respond on the Impacts of World FinanciaCrisis on

Development of Infrastructure in Unguja
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Hotel Industry are involved in 86.8% | 10.3%| 2.9%| 0% 0%
development of road infrastructure
Hotel Industry are involved in 79.2%| 16.4%| 3.69 0.89 0%
Electricity supply
Hotel Industry are involved in 46.4% | 42.5%| 5.5%| 5% 0.6%
Telecommunication improvement
Hotel Industry are involved in marine51.2% | 30% 0.6%| 12.4% 5.8%
/ sea transport

Source: Field data

The research indicates that majority (86.8%) ofrésmpondents agreed that the Hotel

Industry and hospitality products was involved e development of infrastructure

like road construction and rehabilitation. From tkeeearch findings the researcher
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found that Hotel Industry contributed largely tovgonment and private companies
to pay attention to roads construction and rehakibin not only to facilitate easier
transport to natives but also improving tourismt@emn the country as supported by
World Bank (2000) which stated that in Mauritiusiiem infrastructurevas well-

developed because roads were maintained in veryl gomdition, with 1,834

kilometers (1,139 miles) out of a total of 1,910okieters (1,186 miles) of roads
being paved in 2000s. Mbaiwa (2002) encouraged Itifedistructure development
such as the construction of tarred roads to fatditthe tourism industry in the
Okavango and Chobe regions in Northern Botswanarbecone of the major
governments pre-occupation. Booth (2004) explaitted construction of a new
paved road linking Kigali to the western part of &wla where Lake Kivu is located
has also benefited tourism. Since 2000, there leas la fourfold increase in the

number of tourists visiting national parks.

While the question about Hotel Industry is involvacklectricity supply was agreed
to respondents (79.2%) them this was becausestowgector depended much on the
availability of electricity service for its invesamt, operation and development as
supported by Kweka et al (2001) who stated thatrdter to encourage investment
for tourism development, there was a need for imgmuent in infrastructure across
the regions in Tanzania, notably in utilities sashwater, electricity supply and solid
waste disposal.

The respondents (46.4%) agreed again that Hotelistnd were involved in
telecommunication. From the research findings theearcher saw that tourism

depended more on presence of reliable telecommiionisabecause the tourists and



88

visitors needed telecommunication wherever they amd every time for their

personal and official issues.

The majority of the respondents (51.2%), were not ghat Hotel Industry was
involved in provision of navigation transport sees, only (7.5%) say no, this was
because the researcher found that many touristtlgmreferred to use flight from
one place to another because it was safe and catl®@for them rather than marine
transport while this finding is emphasized by AsiBevelopment Bank (2005)
stating that an efficient transport infrastructurad been considered as a key
component that directly influences the competitess of a country’s travel and

tourism industry in Asian and the Pacific countiige China and India.

The research findings made the researcher to edtatblat tourism brought great
impact because there was construction of more $)@tetl lodges and this gives a
clear picture that there was a huge and rapid esxparf tourism industry in Unguja
Island, Zanzibar. Again, the respondents were mo¢ s to whether the Hotel
Industry brought impact in the construction of aitg (3.7%), while construction of
airstrips (56%). From the findings the researcloemtl that because of insufficient
airports and poor management for airstrip plan®Jinguja, Zanzibar this became

reason made the respondents to doubt on it.

Research indicated that the respondents cleargedghat Hotel Industry are a basic
need for the development of the projects of infragtire. From the research findings
the research found that these were necessary {gdjecause without safe water no

real and long future life to people and smooth fess in the country. On the
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contrary, the research showed that the respondesris not quite sure that Hotel
Industry was a basic need for the construction poojects such as seaport and
airport projects. From the researcher’s findingsas believed that because of there
was no or little serious emphasis on the kinds rajgets mentioned above and
affecting the problems of setting project priorigd the respondents to be in

dilemma.

Zanzibar Economic Bulletin (2009) insisted thatréistructural programs were a
primary requirement that had to be provided foutare meaningful development of

tourism industry.

Different literature discussed about the contridmuti of Hotel Industry to
development of infrastructure was supported by K20D0) who stated that tourism
infrastructure and facilities were very importanmh itourism planning and
development in Cambodia. The objective also waspaed greatly by Asian
Development Bank (2005) that an efficient transjradrastructure is considered as a
key component if it directly influences the compeéiness of a country’s travel and
tourism industry, while Nahed (2006) showed thellehge about the lack of good
infrastructure’s progress towards tourism progesse reported that a prolonged
infrastructure gap did slow the tourism activitipgce and drove up the costs of
developing new projects, place greater strains han éxisting infrastructure and
potentially deter foreign business and leisuredlers. Researcher found that he has

same interpretation as those writers above.
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CHAPTER FIVE

5.0 SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

In recent period starting from June 2008, Hotelubtdy has been affected by the
Global financial crisis that has been affecting ynaountries of the World. This

impact is mostly seen in Developing countries, thgearch conducted by IMF in
Sub Saharan Africa branch showed that the impagatidly seen in Less developed
Countries than the Developed countries and it hasvs that Tanzania is among of
the country that is affected by the crisis otheb Saharan African countries are
Mozambique, Rwanda, Senegal, Uganda, Kenya, Matawli Ghana, this is due

absence of strong attraction on Tourism Industcjutiing Hotels Industry.

5.2 Summary of the Main Findings

This research had shown that the Economy fall lprapmately 300 billions which
Is equivalent to 25% shortfall for the years 20@82 in which Tanzania, Ghana,
Malawi and Mozambique named to have greatly aftetig the crisis. Many Asian
countries that depend their economy on Hotel Ingusich as Vietham, Singapore,
Thailand, Malaysia, and Jakarta, Australia esplgcial\Western province, America,
and many European countries have witnessed a somalbers of visitors out of the

projected figure or in comparison with previoussseabefore the crisis.

HI in Zanzibar affected with WFC hence decideddaduce the employees by giving
them a long leaves as well as they temporary dddidestop hiring employees to

reduce running expenses because most rooms wetg.érhpy reduced the order of
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food staff and beverages consumed by visitors irsuibiplied to them for the same
reason, thismplied thatthe companies that were supplying food stuff ancelages

to the HI faced a cute fall in demand for theirgurots as their main clients decided
to reduce their purchases hence impact of WFC neagrblonged as supply chain

concerned from primary producer to ultimate merdmfirms.

In 2008 travel agents cancelled the route to Zamzils the number of tourists to be
served were very few due effect of the WFC heneeoiberating costs were soaring
high this leads short fall in revenues to 3.5% ease against the projected figure.
For the case of development of infrastructure m8&.8%) of the respondents
agreed that the Hotel Industry products was inwblve the development of
infrastructure like road construction and rehadiidn. Hotel Industry contributed
largely to government and private companies to gtégntion to roads construction
and rehabilitation not only to facilitate easieansport to natives but also improving
tourism sector in the country so WFC may bring aldaiure of development of

infrastructures for various reasons including debadget, investment and so on.

5.3 Conclusion

From the study it can be concluded WFC affect mucEanzibar because WFC
affect tourists travelling and ultimately tourisrectors which HI one of it, that
tourism sector and hospitality products in Zanzibecame a major contributor to the
creation and provision of employment opportunity tiee people especially
unemployed youth within and outside the Island.iBess persons, number of youth
and some adults regardless of their gender bedeéitdot from tourism sector

whereby this enabled the people to struggle towarddicating abject poverty. Hl
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did not put much effort on instituting quality sems, reliance on Western market
only, currently, Zanzibar face hard time and unstabarket on HI due to terrorism
threat and poor infrastructure. HI create jobs tmus$€holds also create market to
SMEs and Residents enjoy good infrastructure. Zemzbecame popular in the
world of tourism due to conducive environment sasteco tourism, spice, attractive

sea cliff and hospitality of the host.

The impact of WFC to HI on development of infrasture, the study indicated that
tourism had a positive impact to the infrastrudtaevelopment because in Unguja
Island there was high extent of roads constructeasy availability of water and

electricity compared previous days as well as lious hotels that enabled greatly to
boost and improved the development of tourism seatwl other sub-economic

sectors in the country at large.

5.4 Recommendations

From the perspective of these findings, the stedpmmend that the development of
any Nation in the world depends on better and gemeinomic sectors like tourism
industry for socio-economic development becauseth@ contemporary world
tourism sector continues to take part in termsesetbpment and economy in many
countries rather than other sectors like industaad agriculture sectors etc.
Therefore in order for Zanzibar to have developnitemust improve and protect the
hotel industry because it is the only sector whsipports a wide scope of
development of other sectors, the people livingiddad and the Nation in general.
Therefore, the government of Zanzibar should beanind that tourism industry is a

panacea to the socio-economic development of theaton in the world.



(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)
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In order to make the best out of the Hotel Indysstyong Public—Private
Partnership should be initiated for purposes ofettging strategies which
will shift Zanzibar tourism product online rathdranh relying on traditional

Sales and Promotions channels.

Those know say that the global online travel getesraale of more than 100

billions US Dollars but Zanzibar is not part ofgfiusiness.

There is also the need to have a deliberate pragesto solicit celebrities to

talk about the counter’s tourism whether it is detioeor International.

The government Ministry of Tourism should organmmeeting with Tour
Operators to discuss ways of preparing the secsorshat it can handle the

effects of economic crisis.

In order to adopt their business model to the ebgoketravels, the government

should increase its budgets to promote tourisnmosect

Time has come for putting more emphasis on stremgtly market intelligent
and promotions bearing in mind that competitionstiening due to World
wide Recession, the aim is to provide decision mgakéth information on
gualitative and quantitative knowledge of the tenrimarkets, market trends
and most effective techniques of tourism promotiand its monitoring, so

that they are kept known in order to make the rightve.

There is a need to assess both tourism and econetreangths and
weaknesses of relevant institutions, In case then@uy worsens

considerably, which group of travelers is likelyidose most?
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(viii)  So the institutions need to assess their goalslsnaed problems in the light
of local conditions and economic conditions at rthefincipal customer

sources.

(ix)  The need to invite experts to develop new ideasnamwitor the situation and

also consider ways of connecting product developmwéh marketing.

(x)  Awareness campaigns in the key markets shouldurelheed soon in order to

return the profile.

(xi) Campaigns must involve all tourism and media magtrand should focus on
value tourism product. The exercise should alsaiketrtmming any access

fast in operating costs in order to maintain contipenhess.

(xii)  The exercise must have educational componentsepitahtravel agents plus
all frontline travel professionals, so that all urstiy professionals will be able

to talk about Zanzibar tourism and hospitality #meir customers.

5.5 Implications of the Findings

WFC have great impact to HI in Zanzibar since 25%60vernment earning are
from tourism at the same time employment, infragtme and SMEs also feel the
pain of the WFC. There is many employment oppotyufor Zanzibaris, what is
important to them is to create an environment to thie chance this include proper
knowledge and skills on particular sector suchoasism, entrepreneur, market and

SO on.

Revenue is backbone of any government to run argtatg it's activities so

Commission for tourism Zanzibar and ZRB as agerRevolutionary Government
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of Zanzibar mustise different approach to stop tax avoidance ireHodustry this
may lead to balance budget. Improvement of infoasiire especial road is one
among measures to improve both Hotel Industry amihkstandard of living.All
parties concerned must play his/her chance on prapprovement of Hotel
Industry, private and government sectors must cabd@eto have good policy on

Hotel Industry this may leads to win the internaéibtourism market.

5.6 Research Limitations

Shortage of time is limitation since | had to repairthe work during actual office
hours, at the same times to go to the field to ta#le the research work. Financial
Resources, so far the research work needs monawydeting stationary expenses,
printing expenses, internet charges, researchtastsisas well as transport costs, but
this research work lacks adequate financing soutcesieet those expenditures.
Confidentiality is another obstacle, since somelipubrganizations has limited
information while private organizations keep seereith the data that concern to
their organizations such as income, employmentilde¢hc. Therefore it brought

complication in obtaining both cream informatiordaironveniences.

5.7 Areas for further Studies

The contribution of tourism industry on improviretlocal community development
projects in coastal regions in Zanzibar. DespiteseVeral investments, projects
including hotels, infrastructure living standard B&st coast residents are poor,
having solution on this may help local residenthve sustainable development.

Hence there is a need have study on it.
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APPENDICES

Appendix I: Questionnaires for Zanzibar Tourism Commission, Zaaibar
Revenue Board, Consultant Firms/Tour Operator’s, Irdividuals

and Hotel Personnel

Introduction

I, Rashid Abdalla Ali pursuing Master Degree of Bess Administration at Open
University of Tanzania. | am conducting researdtedi “the impact of world
financial crisis on Hotel Industry in Zanzibar” gartial fulfilment of the Master
Degree of Business Administration. | kindly requestur assistance in filling
questionnaire. The information collected througksthQuestionnaires is strictly used
for Academic Research. This study is based in ZamziThe focus is impact of
world financial crisis on Hotel Industry in Zanaib The information that you are
volunteering to give from financial year 2007/208&1 2008/2009 will be treated as
confidential and that anonymity is guaranteed. Wwank you in advance for

accepting to participate in the study.

Note: monthly collected/printed data will be catesied.

General Information. (Fill the blanks)

Sex Male(m)----------------- Female(f)-------------------------

P OSItION === == m o oo e e
Level of @dUCAION.........ocuvi it

Period Of SEIVICE. ...t e e e e e,
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LY 11101 (0] o VA

Age group: Tick appropriate: 0-14.5 15-24.525-38:-83. 45-54.555 and over.

1. (a) How many employee forced to undergo leavbaut payment.

2005............ 2006............. 2007.....cccennen.

(b) To what extent (period) firing of labor andthe business closed in respective

years.

In the year 2007
Hotel.
Male [ ], female [ ]
Tour operator .

Male [ ], female [ ]

In the year 2008
Hotel.
Male [ 1, female [ ]
Tour operator .

Male [ 1, female [ ]

In the year 2009
Hotel.
Male [ ], female [ ]
Tour operator .

Male [ ], female [ ]
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2. (a) what are the amount of revenue uncolledtethg these financial years?

(b) what are the impacts of the financiadisron revenue collection?

3. The impacts of World Financial Crisis on developmehof Infrastructure in

Unguja

(a) Please put a tick/{ where appropriate.

Hotel Industry on development of infrastructure

Hotel Industry Strongly Agreed Neutral | Disagreed| Strongly

Impact Agreed disagreed

1. Hotel Industry are involved in

development of road infrastructure

2.Hotel Industry are involved in

Electricity supply

3.Hotel Industry are involved in

Telecommunication improvement

4 Hotel Industry are involved in marine

/ sea transport

4. What are the general effect on World Finan€iasis to Small and Medium

Enterprises (SMES).
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Appendix 1l: The following is the interview irrespective of quesonnaires above

with correspondence of their numbers

1. Why they forced to go to leave without payment?
Why at this time there is big change?
Why your organization closed or collapse duriegZ22008?
2. Why revenue decrease in the period of 2007/2008?
3. Can you elaborate your answers based on pefipehos?
4. Do you think we can we eliminate small and medianterprises on world

financial crisis

THANKS FOR YOUR COOPERATION



