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Abstract: The study investigated effects of dollarization on Hospitality Industry’s Human Resources. A
qualitative study was done in hotels located at one of Zimbabwe’s renowned tourist resort (Nyanga). Semi
structured questionnaires were used to collect data and thematic data analysis adopted. Major issues to emerge
from the study were improved employee performance, decreased staff turnover, high staff morale and improved
employee benefits. It was concluded that apart from the disadvantage of the country’s loss of monetary and
fiscal sovereignty, dollarization positively affected the hospitality industry’s human resources. It is therefore
recommended that dollarization should continue in the Zimbabwean economy for continued benefits of
employees and their families until such a time when introduction of local currency does not in any way erode
the gains realised as a result of dollarization.
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I.  Introduction

The performance of the hospitality industry in Zimbabwe declined from the year 2000 to 2008 [1]. This
situation was attributed to economic decline, political instability, capital flight and damaged infrastructure [2].
The hyperinflation coupled with negative publicity in traditional source markets pushed hospitality
organisations to lose faith in the local currency [Zimbabwe Dollar] [3]. As a result the hospitality industry’s
contribution to the Gross Domestic Product dropped by 5% from 2000 to 2008 [3] and has since increased to
11% by end of 2011, that is three years after dollarization.

The economic meltdown had ripple effects throughout the Zimbabwean economy with decline in the
capacity of key productive sectors of the economy such as tourism, manufacturing and agriculture [4]. There
were no new structures (hotels, lodgings) constructed during the economic crises era [3]. [5] noted that during
the hyperinflation period there was human resources flight from the local industry into the Diaspora and the
hospitality industry was not spared from this flight. In 2009 a multicurrency regime was introduced as part of
the short term recovery programme (STERP) under the new coalition government [6]. The accepted currencies
were United States Dollar (US$), South African Rand (SAR), British Pound and Botswana Pula [7]. The
government officially dollarized its economy upon presenting its national budget using the US dollar.

By dollarizing its economy, Zimbabwe had to grapple with two economic schools of thought. One
school of thought advocated for dollarization for the purposes of eliminating hyperinflation overnight, eminent
reduction in exchange rate volatility, reduction in the possibility of currency crises of devaluation and reduction
in capital flight [8]. On the other hand were those against dollarization who argued that it would cause the richer
to become richer and the poor to become poorer [9]. The two divergent schools of thought are well articulated in
several post dollarization research in Zimbabwe [6; 2; 10; 7]. It can therefore be posited that nobody had a clear
picture at inception of how dollarization would affect the various sectors of the Zimbabwean economy. Thus the
study objective was to investigate the effects of dollarization specifically on Zimbabwe’s Human Resource base
in the hospitality industry. Based on a case of selected hospitality establishments, the results would provide
insights to hospitality practitioners on the dynamics of human resources management in a dollarized economy.

Il.  Literature Review
Dollarization has been defined as the adoption of the United States Dollar or any other major currency
as the currency of choice by authorities of a country outside the United State as the legal tender or official
currency [11; 7]. Dollarization can also be referred to as currency substitution, asset substitution, Randification
or Eurorization [12; 13]. [14; 15] argue that dollarization is equivalent to having a fixed exchange rate regime.
When dollarization takes place in a country or region, it does so through one of the three acknowledged forms as
guided by the amount of legislation applicable in the country or region. Thus this defines dollarization as a
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process without a clear starting point but signals that prompt people to behave in a certain manner until an
economy is fully dollarized [15]. There are three stages in the process to full dollarization according to [14].
These three are unofficial dollarization, semi-official dollarization and official dollarization.

According to [16 and 14] unofficial dollarization is also known as de facto dollarization. This is the
spontaneous adoption of the dollar by the general public without support from government legislation.
According to [8] unofficial dollarization in Zimbabwe started around 2000 and was ongoing until 2008. [8]
argues that unofficial dollarization may also take the guise of currency substitution, assert substitution and
liability substitution. This implies circulation of foreign currency among the general public without the approval
from the officials such that if one is found in possession of foreign currency one will be arrested. During this
period foreign currency will be dominating in the black market [17]. Zimbabweans were seen buying assets and
investing in oil to preserve the value of their money.

[16 and 14] defines semi official dollarization as a situation where a country will be having two
currency regimes, which are domestic (national) currency and foreign currency both being used at the same time
in a country. The foreign currency will be used as a secondary legal tender thus being partially allowed to be
used alongside domestic currency. At this stage of dollarization countries maintain their domestic central bank
and conduct their own monetary policy [18]. At this stage prices in shops are either tagged in foreign currency
or domestic currency [16]. In Zimbabwe licences were issued by the Reserve Bank of Zimbabwe to some
organisations to do business in foreign currency during 2008 among them hospitality organisations [7]. Thus
some hospitality organisations started trading in foreign currency before the official dollarization in Zimbabwe.
According to [19] official dollarization can also be referred to as de jure. Official dollarization has been defined
as the government legitimisation of the use of US Dollar. Legitimisation may be in any form ranging from
simply declaring the dollar to be legal to total withdrawal of the domestic currency and abolishing all other legal
tender [16; 14; 15]. According to [8] full dollarization is when foreign currency becomes the exclusive legal
tender fulfilling the basic functions of money. The Zimbabwean economy was fully dollarized in February 2009
when the government officially accepted the use of US Dollar, South African Rand and any other major
currency as the currency of choice [20]. At this period the Zimbabwe Dollar was eliminated from the economy
leaving the US dollar being used as the main medium of exchange.

2.1 Relevance of Dollarization

[21] argues that dollarization takes various forms which are monetary, financial or real dollarization.
Monetary dollarization is defined as the use of foreign currency and deposits in parallel with national currency
for example United States Dollar and the Euro. Financial dollarization is the use of foreign currency in financial
transaction and real dollarization is the use of foreign currency for wages goods and services. The process of
dollarization starts with de facto to de jure is adopted by different people, sectors of the economy and
government at different times for varying reasons [15]. In Zimbabwe all the three types of dollarization were
experienced with differing effects on the economy and social life of the people [9]. At the time of writing
Zimbabwe is a fully dollarized economy which has undergone the various processes, types and forms of
dollarization.

According to [22] dollarization has merits to individuals, cooperates and nations at large. Of note is the
elimination of hyperinflation [4; 8]. With a stable economy there is sustainable buying power for ordinary
people, economic growth as exemplified by positive performances in all manufacturing industries in Zimbabwe
after dollarization [10]. Like any other economic policy dollarization has its own demerits according to [10].
These includes eliminating local currency, hence Governments can no longer make their own monetary
decisions in terms of monetary policy and fiscal policy. Countries also lose competitive advantage to its trading
partners as it can no longer make its goods cheaper in the world-wide market by devaluing its currency thus it
has lost the monetary sovereignty. Dollarization also does nothing to address the core problems that were
dragging a country’s economy such as the nation’s woeful lack of infrastructure, lack of investment, expensive
credit, low level of technology and high cost of production which impedes recovery of the productive sector as
was experienced in Ecuador.

2.2 The hospitality industry

[23] defined hospitality as the act of receiving guests in a generous and cordial manner. The cumulative
effect of the acts makes the industry comprise businesses that offer guests a home away from home. Thus
according to [24] hospitality can be defined by its scope, mission and providers. [25] went on to state that
hospitality concept pins on what tourists experiences as travellers such as food consumption, drink and
accommodation in an environment away from home. There are a number of activities that defines hospitality
such as accommaodation, food and beverages, meetings and events, gaming, entertainment and recreation, travel
and tourism and visitor information services [23]. However the delivery of consistent goods and service in the
hospitality industry is affected by the nature of the industry.
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The hospitality industry is a service industry that is labour intensive which makes its delivery very
complicated compared to manufacturing industries [26]. According to [27] service is an act of performance
offered by one party (provider) to another (customer) that creates value and benefits for customers at specific
times and places. The human resources play a significant part in delivering of services as they are acts [28].
Three main characteristics of hospitality products that are highly linked to human resources have been identified
and these are intangibility, inseparability and heterogeneity (variability) [29].

Services by their nature can not be seen, tasted, felt or heard before they are bought. They are
intangible and are unlike tangible products [30]. When guests depart from the hospitality establishment all they
take with themselves are memories of their experiences at the hotel. These memories covers tangibles like food
and drinks eaten, the bed slept in to intangibles like the ambience of the restaurant where the food was eaten and
the way the staff of the hotel served them. According to [31] the need to tangibilise the hospitality product calls
for the human resources to be highly involved in creating the memories that are worth taking with guests when
they leave the hotel.

Inseparability refers to the simultaneous production and consumption of hotel products [27]. Thus both
the service producer and consumer should be present for the transaction to occur [29]. The contact between the
customer and employee shapes therefore the quality of service the customer eventually have and the memories
they will take with themselves when they leave the organization to go back home. The inseparability nature of
hospitality products thus highlights the important role played by the human resources in the successful
enjoyment of hospitality products by customers.

Heterogeneity is sometimes referred to as variability. These are the inconsistencies in service quality
that customers receive from hotels depending on the time, the context and the people present at the time of
service delivery [27]. The people comprising the employees delivering the service and other customers define
the quality, thus individual provider’s skills and performance at the time of exchange are critical for an
experience worth remembering [29]. For organizations to be known for certain standards their human resources
must be able to provide similar and consistent service at all times. Thus human resource becomes critical in
organizational success.

According to [30] one way that firms can differentiate themselves from competitors is by providing
consistent high quality service. This they can achieve by exceeding the customer quality expectations [32]. Staff
mobility and poor retention strategies may lead to loss of well trained staff and experienced staff which can have
significant impact on service delivery [26]. [30] argues that professional human resources ensure memorable
experiences for the customers. People employed in the tourism sector should do it with the necessary passion
and as they love the type of work they are involved in [29].

2.3 Dollarization and Hospitality Human resources

Human resources are considered some of the most critical assets of any hospitality and tourism
establishment [33; 34]. This is due to the industry’s service oriented nature as the employees are also part of the
product itself. The personnel aspect of the industry however, is imbued with challenges. According to [33],
hoteliers in Africa are more likely to cite labour shortages as a key concern. This is just one of the numerous
challenges facing the hospitality sector. The findings of this study reinforce those of an earlier survey, which
also found human resources to be a top concern of hotel managers.

Dollarization has proved to have considerable effects on economic sectors of nations [14]. According
to [35] during inflationary periods employment becomes very unstable thus dollarization which brings an end to
inflation is perceived as a solution to unemployment. Positive effects of dollarization on various economic
sectors have been numerous [18; 8], Lucas 2009, Makina 2009 and [3]. To human resources in the hospitality
sector dollarization has had mixed effects. On the positive dollarization has led to a drop in hospitality
unemployment and employee motivation [35; 7]. However on the contrary [36] argues that as a result of
dollarization of the economy, most salaries became inadequate for basic economic survival thus, though
seemingly packaged as a sugar coated solution, dollarization is not always, the perfect solution.

According to [37] past research has failed to adequately consider the importance of interconnected
human capital resources. [37] further contend that findings from such studies advance resource-based
scholarship and highlight the value of understanding the relationships among human capital resources. Thus
human resources cannot be isolated from capital resources, hence the need to investigate the effects of
dollarization on Zimbabwe’s hospitality industry human resources.

I11.  Research Methodology
The study was based upon fifty five semi structured interviews with hospitality industry employees.
Five were human resources managers and fifty were general employees, all from five hospitality establishments
in the Resort area of Nyanga, Zimbabwe. The respondents were purposefully selected from management and
general staff with emphasis on representation of all departments and levels within the hotel [38]. A target of
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sixty was made but only fifty five could be interviewed with an average of eleven respondents per
establishment.

Data was collected in September 2012. The data was later analysed thematically [39; 40]. The
interviews followed a preset order of introduction, gathering of general information about the institution and the
individuals. Interviews then placed emphasis on the main issues of the study which were, dollarization in
general, hospitality human resources, dollarization and its impacts on hospitality human resources, factors that
affects hospitality human resources performance and employees opinions on continued dollarization. With each
interview lasting about thirty minutes, enough time was allowed for each participant to give their views on
dollarization and the hospitality human resources. At the end of each day data collected was transcribed and
filtered to remove irrelevant materials. Data analysis was done after all the fifty five respondents were
interviewed. Using manual coding emerging themes were identified, presented and discussed. The major
weakness of the study was that it was based on hotels located in a resort area, thus a comparative study in city
hotels would compliment the results of this study. For confidentiality purposes the names of the establishments
were omitted.

3.1 Study area

Nyanga is a huge and immense area consisting of a town, a few villages, the Rhodes Nyanga National
Park, the highest mountain in Zimbabwe (Mount Nyangani) which is 2 592 meters above sea level, as well as
one of the highest waterfall in Africa (Mutarazi Falls) dropping 380 metres. There are also vast archaeological
remains such as pathways, structures, ruins and iron artefacts that are found scattered amongst the open plains.
Nyanga is rich of tourists’ facilities and activities that include hiking, trout fishing, game viewing, golfing,
nature walks, historical and educational tourism among others. Nyanga is located in the Nyanga District of
Manicaland Province in Zimbabwe. It has an estimated population of 119 370 people, and is one of many tourist
resorts in Zimbabwe.

IV. Results And Discussion
From the analysis of the data obtained through the interviews, six major themes were identified that
explains the effects of dollarization on hospitality human resources. The six themes were (i) improved employee
performance, (ii) decreased staff turnover, (iii) high morale among staff members, (iv) improved employee
benefits, (v) improved employee health and (vi) better retirement packages. These are presented in detail below.

4.1 Improved employee performance

As a result of dollarization respondents were of the view that their performance at work had improved.
The respondents highlighted that since dollarization guest complaints had diminished. The decline was
attributed to the ripple effects of dollarization through improved staff commitment to work as they could see real
value in the income they were earning compared to the pre-dollarization era. These results were in line with
results from earlier work on dollarization and hospitality industry performance by same authors [7].

Respondents also highlighted that since dollarization there had been a marked decrease in wastage in
the hotel. Wastage generated during the execution of work such as food preparation, service, laundry and
general housekeeping exercises decreased. The respondents felt a sense of belonging to the organisation and
thus as part of the organisation had a reason to protect or save the organisation’s resources. This was unlike the
pre-dollarization era where there was mistrust between employees and their employer (organisation) leading to
neglect of duty which meant more cost to the organisation through unnecessary wastage. This observation
strikes resonance with [35] who observed that employees begin to value their work as demand for jobs increase
due to the associated value of the dollar being earned. Thus employee performance improved in post
dollarization era.

Another dimension to emerge on improved employee performance was the sudden increase in tips from
customers. Respondents argued that their performance in service delivery in the hotel had improved as indicated
by the amounts of tips they were now receiving both as individuals and those put in the tip box. These results
are in line with what [41] found that the better the service quality the higher the amount of tips given by
customers. Considering the inseparability of the hospitality product one can conclude that human resources
activities are equally responsible for the improved service quality and their activities that have become more
customer focused has improved their performance and hence that of the organisation.

The last indicator identified by respondents as positive sign of their improved performance was the
increase in average bed nights spent by guests at the hotel. Respondents indicated that a number of customers
who had initially made a day or two day bookings were seen extending their stay by at least another day. Just as
the old adage goes that unsatisfied customers vote with their feet by walking away, it is arguable that by
extending their stay at the hotel customers were happy with what they were receiving. These findings support
earlier work by [42] which attributed products, atmospherics and services to customer emotions and eventually
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to behavioural patterns. Other work by [43] also showed that service providers’ performance had a big bearing
on relationship quality and relationship continuity. Customer behaviours are a result of many factors and
employee—customer relationship is fundamental hence the attribution of extended hotel stay to improved human
resources performance.

4.2 Staff turnover

Dollarization has been attributed to reduction in staff turnover. Staff turnover is the movement of
people into and out of employment within an organisation, it can be voluntary or involuntary [44]. According to
[45] voluntary turnover is when the employee leaves on their own accord. On the contrary, involuntary is when
the employees leave the organisations due to reasons independent of the affected employees such as downsizing
or restructuring [46]. One of the most critical human resources challenges facing the hospitality industry’s
human resources is the high rate of staff turnover [47; 48; 49; 50]. Five common reasons have been identified
for high turnover in the hospitality industry and these are; seasonal nature of the industry, organizational culture
and leadership style, labour pool and labour shortages, customer service issues and pay rates and working hours
[51; 52; 53; 54; 55].

Upon dollarization there was a 30% decrease in staff turnover and eight new members were recruited.
The results of the study were therefore in line with advocates for dollarization that claim that it reduces staff
turnover and increases employment opportunities for people [35; 20]. The decline in staff turnover and increase
in employment was welcome by employees as it reduced pressure and stress allowing employees to focus on
their specific roles [56]. Thus organisational activities tend to flow smoothly; there is continued information
sharing, reduction in recruitment costs to replace those that would have left and lastly a reduction in training
costs for the organisation. Respondents were now able to work their normal shifts enabling them enough time to
rest and prepare for their work. As a result their contribution to their work improved. According to [55] labour
turnover can be a result of low pay rates and long working hours. During the pre-dollarization era salaries were
being eroded by inflation rendering them worthless. The resultant staff turnover forced the few remaining staff
members to work long hours to cover up for those that resigned [9]. The effect was more resignations and more
pressure on the remaining members, a spiral effect and unhealthy situation that only dollarization managed to
resolve rendering a positive human resource change in the hospitality industry.

4.3 High staff morale

The results of the study showed that since dollarization there had been improved staff morale in the
hospitality industry. A number of issues were cited as indicators of high staff morale by staff members. One
respondent gave the example of few conflicts among staff members after dollarization. During the pre-
dollarization period, employees were subject to a lot of work and stress thus they generally became depressed.
Depressed employees, according to [57] are likely to have interpersonal conflicts and job dissatisfaction. This
situation is not ideal for quality working relationships as employees depend on each for them to deliver excellent
services to customers. With inseparability being critical in managing hospitality products, reduction in conflicts
attributed to dollarization is more than welcome by hospitality human resources at their workplaces. According
to one respondent the reduction in conflicts lead to improved teamwork among staff members rendering the
work environment ideal for work.

Another dimension identified by respondents as leading to high morale was the support and high
cooperation staff was now receiving from management. According to [58] positive management has big
motivational effect on employees. Since dollarization management has been able to recruit, provide basic
necessities for their staff and refurbish the establishment [7]. Thus management pressure also declined hence a
change in how they dealt with their own staff. Without dollarization management would still be grumpy and
difficulty to approach making it difficulty for staff to approach them and too long or forever to have support that
they sometimes desperately needed both at work and in their personal lives.

The respondents also highlighted that since dollarization their morale had increased because of the
urgent resolution of guest complains when they arose. During the hyperinflationary era before dollarization, it
was difficulty to get the basic resources required for day to day running of the business [7]. Thus when guests
complained for example about the quality of food or beverages being flat, it was difficulty to replace the ones
served as management was too strict in stock management. Front line employees such as waiters and
receptionists felt the pressure as they were the link between customers and back office staff including
management. According to [59] outbursts are a result and they are directed towards people who sometimes do
not have control or power to solve the problem like chefs. The change economic environment attributed to
dollarization [6] has made it easy for management to swiftly resolve guest complains and address special guest
requests. As a result staff has been able to leave a normal work life and hence high staff morale.

4.4 Employee benefits
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According to [60] employee benefits are part of the payroll. More and more organizations are investing
a significant portion of their resources towards employee benefits [61]. As such respondents look at these
critically as they are part of their total package. The respondents indicated that since dollarization their benefits
package has improved greatly. Areas sighted were the provision of new uniforms to replace old ones. The
uniforms also aid in confidence building as staff deliver their duties.

Respondents also talked of the increase in quality and quantity of staff meals. This result support earlier
work by [62] who argued that staff meals has an effect into the loyalty of staff to an organization and the quality
of service that they give to the customers. Thus upon dollarization organization has been able to provide better
staff meals which made respondents happier than before.

Other benefits that respondents identified includes improvement in the quality of hotel accommodation
provided to staff, medical benefits, affordability and availability of medication, long term employment contracts
as business grow after dollarization and lastly better retirement packages that would enable someone to start a
new life after work. These employee benefits were critical to human resources in a hotel as alluded to earlier on
by [63] and [64]. Dollarization thus remained at the centre of the betterment of employee benefits in hospitality
industry in the eyes of the respondents.

V.  Conclusion

The study was carried out to investigate the effects of dollarization on Zimbabwe’s Hospitality Industry
Human Resources. The results of the study showed that dollarization had a variety of effects on hospitality
human resources. These were grouped into four key themes which are improved employee performance,
decreased staff turnover, high morale among staff members and improved employee benefits at work. In
conclusion the researchers noted that dollarization lead to stability in human resources in hospitality sector,
development of healthier and happier human resource and staff commitment to work and organization. Thus the
researchers made two recommendations. Firstly hospitality organizations should take full advantage of
dollarization to ensure a better human resource that is willing to go an extra mile for the organization. Secondly
dollarization should continue in Zimbabwe until such a time when the macroeconomic environment is ready for
the introduction of Zimbabwe dollar for the good of the human resources, their families, organizations and the
nation at large.
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