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In terms of sophistication of demand, most Jordanian customers are considered to be quite exacting of quality
in comparison to their peers regionally and globally, an aspect that should translate to quality products being
supplied by the market. However, they are not global trend setters and this may adversely impact the rate of
and need for innovation among domestic firms. This was borne out by the survey results where a majority of
respondent firms said they looked outwards to regional or global firms for new product ideas rather than in-
novate in house.

Figure 4.20 - When compared to i nternaticnal & mgicnal customers | Jordanian customars that purchase IT
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Figure 4.21 - Da Jordanian conzumers enticipele imernsbicnal trends in 1T
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Exports

IT export revenue in 2006 was USD $192 million, having grown 18% from last year. The break down of this export
revenue is provided below. The figures show that the Jordanian IT sector exports products and services across
all sub segments, from the lower value added Web design, development, and administration. to the higher value
added In-house Development Packaged SLW Sales Telecommunications and administration Software Develop-

ment .

Flgure 4.2 - Export Revenus | 2008 by Sub Ssctars
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The telecom industry accounts for the largest share of export revenues (34%). After this, government (12%) and
education (15%) sectors make up a significant portion. Outsourcing constitutes an insignificant 2% share.
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Jordan’s primary export destinations continue to be the Gulf countries in the region, with Saudi Arabia account-
ing for 32% of outgoing services. The GCC (67%) of Jordan It exports The us is only 6% of export shar.

Flgure 4.24 - |IT Exporta by Reglon {USC mn)
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The IT industry exported to some new markets (Liberia, Japan, Australia, Bulgaria, and Cyprus) in 2005. How-
ever, this has tapered off in 2006 indicating one off projects that have not continued into other contracts.

Jordan has several advantages in servicing the region and the major markets of the US & EU. Geographically
it is in advantageous time zones for the EU, US, and Asian markets. Jordan’s cultural and linguistic similarities
give it an edge to export to the Arab market. The country also has a large base of English speaking workers
representing a huge potential for international call centers.



At the same time, the dominant IT exporters such as India and China are facing skill shortages and cost advan-
tage erosions. This represents an opportunity to countries such as Jordan to capture markets. The potential
and existing export markets in the region are growing exponentially in their demand for IT products and ser-
vices, again providing an opportunity for Jordan to expand its export base. Together these present tremendous
opportunities for the country to push its IT sector.

Outsourcing

As mentioned earlier, outsourcing comprises a small share of about 2% of export revenues for Jordan. How-
ever, this is a segment with a tremendous potential in the future. Jordan is ranked 2" in MENA (after Egypt) and
14" worldwide as a favored destination for offshoring services according to the AT Kearney Global Services
Location Index (GSLI) that measures the attractiveness of a location for offshoring services.” Jordan has main-
tained this rank from the earlier ranking in 2005.

Compared to the more favored Egypt, Jordan performs better on business environment and is almost the same
on financial attractiveness, which takes into account compensation, regulatory, and infrastructure costs. Of the
3 categories measured, Jordan's rank is lowest in people and skills availability. This reinforces the gap in IT
education that needs to be filled and the push it could give Jordan in becoming the choice location for contact
centers in the future.

5.2 FACTOR CONDITIONS

Jordan’s IT industry faces a mixed pool of resources at its disposal for being competitive. While the physical
infrastructure is comparatively superior to the region and an advantage, the country has not yet been able to
tap its talented human capital for use in the industry. Similarly, while the country has the potential for undertak-
ing R&D, the spirit and environment for cutting edge researchis very low. Sources of finances for the IT industry
are still limited and unsupportive of risk taking.

Human Resources

An educated population is one of Jordan's main strengths. The country has achieved over 90% literacy and
its education system is considered to be solid and strong. With an expenditure of 5.6% of GDP on education,
Jordan is one of the highest spenders in the world in this sector.”® There are 8 public universities, 12 private
universities and 21 community colleges, graduating over 4,000 IT graduates every year.®

A large part of its labor force is educated and bilingual, speaking Arabic and English. This means that Jordan
has a potential competitive advantage in the IT sector, both to cater to the Arabic speaking market in the re-
gion, and the English-speaking North American, European, and Asian markets. The following rankings from the
Global IT Report 2006-07 show Jordan’s comparative strength in its education infrastructure:

78 Offshoring for Long Term Advantage’ The 2007 AT Kearney Global Services Location Index: The GSLI measures the locations on 3 criteria- financial attractiveness, people & skills avail

ability and business environment.
79 Jordan's e-readiness report 2006
0 Brochure on ‘'Invest in ICT in Jordan 2005' MoICT
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Table 4.2 — Global IT Report 2006-07 Rankings

Tertiary enrollment 47
Quality of sducation system 44
Quality of math & science education b6
Availability of scientists & anginears 26

Source : Global IT Report, 2006-2007, GCR 2006
However, despite these favorable statistics, in 2006, there were only about 10,712 IT employees in the country
as compared to over 45,000 in Egypt. While the number has increased over the last few years, it is still relatively

small. This may be due to several reasons.

Jordan has to contend with the Fliuma 4.25 - Braln draln_ ks migradlan of skl and aypetlsnead aehnica) pofaaalonaks:
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emigrate to better opportunities =i

elsewhere in the world. Jordan ,:
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tain the best talent.

Further, there have been scarce linkages between academia and industry historically. This has not only meant
a lack of synergy between the need of the IT industry and the skill set of the labor force emerging out of aca-
demia, but also a lack of awareness of a potential career in this sector. This deficiency will need to be ad-
dressed if the country wishes to compete and engage even more in the higher value added subsectors such as
product development, project management, and R&D.

Besides quantity, there is a constraint on quality too, despite the availability of scientists and engineers. Over
65% of the IT labor force is engaged in technical functions, with only a small handful working in management
positions. There is a big shortage of non-IT skills such as business development, financial management, and
advanced business skills. This has been born out by the results of the survey conducted with firms in the IT sec-
tor. A majority of them find a scarcity of professionals at the non-technical levels.

81 GCR 2006-07



There is also a shortage of IT in- Figure 4.26 - Skllled and caperlenced management experieneed tochnical
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- The National Broadband Network (NBN), launched by the government in 2003, has already connected the 8
public universities and over 200 public schools through a high speed fiber connection.

« The Jordan Education Initiative (JEI,) launched in 20083, is a public-private partnership of 45 global and Jor-
danian business entities, NGOs, and the Jordanian government. Under this program, 100 Discovery Schools
have been set up that are broadband connected and operate through e-curriculum. The aim is to enable stu-
dents to compete globally in the knowledge economy and to train teachers and administrators in the use
of technology. This program is being replicated in other parts of the world such as India, Bahrain, and most
recently in Egypt.

« EDUWAVE, an e-learning platform, was introduced in pilot schools in 2004 by a Jordanian IT firm to provide a
portal with tutoring tools for teachers, students, and parents.

* As part of the broader education reform program ERFKE, launched in 2002, e-education at schools and
universities has been created to introduce IT courses in curricula and provide the necessary infrastructure.
As a result, 2,500 schools have been provided with computer labs and over 35,000 teachers have been
trained on new information technologies.

If Jordan wants to become a regional IT hub, this momentum needs to be maintained and even increased to
ensure an growing supply of qualified and skilled IT professionals.

R&D Investment & Resources

Commitment and enabling environment for R&D in general is lacking in Jordan. Though higher than MENA aver-
age of 0.2% of GDP,* R&D spending by the government and industry is low compared to the global developing
country average of 1.6% and very low compared to more developed countries. This has adversely impacted the
quality of scientific institutions and will be a hurdle for competitiveness in a fast-paced and highly innovative
industry such as IT. Jordan’s ranking on the following indicators very clearly outlines its weakness in R&D.

82 ‘Promoting Technology & Innovation: Recommendations to Improve Arab ICT Competitiveness,” Chapter in Arab World Competitiveness Report 2007
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Table 4.2 - Globel IT Repart 2406-47 Hankings
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Spurce: Global IT Repod, 2006-2007. GCR 2003

The following figures show Jordan’s comparatively poor standing vis-a-vis global and regional leaders in com-
pany spending on R&D and the private sector's capacity to innovate as opposed to imitate.

Figure 4.27 - Hanking an Codmpany Spending on Ral: Flgure 4.28 - Ranking on Business Capacily |2 Innavale:
Global & Reglonal Leaders. bardan Ghabal & Aeglanal Leader s, Mardan
SWlae an fuwak Jorda” || WwrrerAnd LS F..ant keman

Srnese dnsy mlncmeHn Techon age Arpee J10-2007, '&ads Crancrls Fonm

This lack of emphasis on research is felt by most players in the IT industry. Most firms do not believe research
institutions with a focus on IT exist, and those who do feel that this research neither supports nor enhances the
sector's competitiveness.

However, the government and industry have taken this as a challenge and outlined a R&D vision for Jordan
over the next 5 years, outlining the broad steps that key stakeholders need to take through the collaborative ef-
forts of industry, government, and academia. Among other goals, it has targeted an increase in its R&D spend-
ing to 1% of GDP by 2012.%°

83 ‘Research & Development Strategy for Information And Communication Technology 2007-2010' MoICT



Financial Resources- VC, domestic IT spends, FDI

The sources of finance for Figure 4.29 - Research inslitutions in Jordan focusad on 1CT rasaarch;
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Figure 4.1 - Loans from commercial banks;
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Mature Financial System — Still nascent

Flgure 4,33 - Venture capHalPrivate Equily:

e

ar

1ir

I =

A
diLkm
Lk
ras ly nem Yy anmeHran mMy availnhia
FITIe ek lalde weidlede

nx mamiahm

ZrimaA: LD, OT Sdukabndme’ Unoine Snmwwy, 2007

Flgure 4.33 - Equily Anancing on a reglanal stock exehange
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As previously mentioned, spending on IT as a percentage of GDP was around 4% in 2004, higher than the
average 3% for the MENA region. However, it is lower than the global average spending of 6% on IT. Per capita
IT expenditure has increased from USD $150 in 2000 to USD $195 in 2005, signs of growing emphasis on this

industry.

Eowze (WSO ICT Saseiniders O lire 3 opsey. 007

84 UNESCWA Regional report



Credit to the IT sector from the traditional banking system needs to be made more available. For an innovative
and dynamic sector such as the IT industry, venture capital and other such risk-based investment becomes a
critical source of financial capital. The importance is highlighted in an HBS study which concludes that a dollar
of venture capital produces 3-5 times more patents than a dollar in R&D.*

The VC segment of the financial sector in Jordan, like in the rest of the region, is still nascent. Reasons for this
are both demand and supply based. On the demand side, entrepreneurial activity is still limited. Further, most
capital flows are informal and family-based, as awareness of concepts such as venture capital is limited. On
the supply side, the regulatory environment required for a VC industry is sorely missing. An OECD report on the
investment climate in Jordan concludes that the current 18% rate of entrepreneurial activity in the country can-
not be sustained through bank credit or informal loans, a signal for the urgent need of a VC industry.®®

Inward flows of FDI grew from USD $120 million in 2001 to over USD $3 billion in 2006. Of this, FDI in the IT sec-

tor has increased from USD $80 million in 2003 to USD $107 million in 2006, growing at about 11% per annum.
However, as a percentage of total FDI, there has been a drastic drop in IT flows.

Figure 4.34 - FDI in 1CT
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Spatial Linkages

An important factor input that may influence the competitiveness of an IT sector is the extent and strength of
spatial linkages, or the role of the social capital of expatriate Jordanians. This cohort could play an instrumental
role in developing the IT industry in the country through important spillovers: financial, technical, educational,
reputational, and entrepreneurial.

For example, as we mentioned earlier in the comment on India, the role of Indian IT professionals based in the
US has been instrumental in the development of the Indian IT sector. Indians in senior management positions in
IT MNCs have influenced their entry into India. Large numbers of expatriate Indians have returned to establish

85 Towards an Information Technology Industry in Jordan, www.jordanembassyus.org

National Investment Reform Agenda’ OECD
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IT firms in the country thereby transferring knowledge and technical skills. Others have financed IT education
and start up firms through massive infusion of capital. While most of this has been individual based, collective
action also emerged several years ago through expatriate Indian organizations that formally organize activi-
ties to encourage the Indian IT industry. In response, the Indian government has also established offices in
countries world wide to enable expatriates who wish to invest in the Indian industry.®’

Jordan too has a large emigrant population and it is important for the business community and the government
to encourage this group to strengthen the IT sector and showcase successful case examples.

5.3 CONTEXT FOR STRATEGY & RIVALRY

The Jordanian Telecom market is duopolistic in nature in the fixed line segment, while much more competitive
in its mobile telephony segment. Fixed line services were monopolistic until 2004 when the sole provider was
the government owned Jordan Telecom. Another provider, Batelco of Bahrain, was given entry into the market
thereafter. However, Jordan Telecom continues to own 98% of the fixed line market. Further, Jordan Telecom
was wholly privatized in 2006 with France Telecom holding majority stake and taking over management.

The mobile market in Jordan is considered to be one of the most competitive in the region. There are currently
4 mobile operators, which is the highest number of operators in a country in MENA. (The region has 39 mobile
operators over 18 countries.)®® The initial operator was Fastlink, a joint venture with a majority stake owned by a
Kuwait-based company, which was introduced in 1995. Since then, licenses have been issued to 3 more opera-
tors. However, Fastlink continues to hold the majority share of the market at 64%.

Figure 4.36 - Mobile Operalors in Jordan
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On the whole the Jordanian telecom market is the first to do so, and the most liberalized in the region. The firms
have private sector as well as foreign participation. These send out positive signals to the rest of the world in
terms of the government commitment to making the country IT-friendly both in usage and investment.

87 Global IT Report, 2006-2007, World Economics Forum

Jordan Telecom Sector, October 2006, Global Investment House



There are about 373 value-adding IT firms in the industry, and about 500 hardware and software sellers. On
the basis of the survey conducted among the IT firms in Jordan, one can surmise that competition is fierce, but
based on price and social networks and relationships rather than on quality. Most of this competition is domes-
tic or regional, 75% of the firms considered their competition to be Jordanian or regional. Further, collaboration
and cooperation among firms is still not very prevalent.

Flgura 4,36 - Competition amgng firms In the ICT Industry In Jordan can
best be characterlzed by which
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Figure 437 - Jordanian ICT companies:
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A testimony to the positive role of the Jordanian government comes from the fact that most players feel that
government regulations on IT have been getting better and do not pose an obstacle to doing business. How-
ever, there is doubt about the clarity of the purpose of this regulation.

Figure 4.38 - Government regulations are
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Flgure 4.39 - Government regulatlons of ICT are
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5.4 RELATED & SUPPORTING INDUSTRIES

Data on related and supporting industries to the Jordanian IT sector is fairly limited- however one can surmise
that given the industry, there are few backward and forward linkages. In the telecom sector, there are a few
firms that are mostly joint ventures with foreign partners that would imply sourcing from abroad. In the IT ser-
vices industry, the number of firms is still very small with very little collaboration or cooperation. The overall
environment for the IT sector in terms of supporting and supplying industries along the value chain is one of
quantity rather than quality in most cases. Again, on the basis of the survey results of respondent firms, it is
clear that most believe that suppliers to the industry are average in their quality. Specialized inputs needed for



a competitive business are more often than not, available domestically. When importation of these specialized
inputs becomes necessary, the majority of firms consider it a difficult and time-consuming process.

Figure 4,40 - Specialized inpuls and materials for [T are:
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Flgure 4.41 - Imperling speclallzed materlals for IT 32
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A very important input into the competitiveness of a sector such as the IT sector is one of global signals of
quality and benchmarks. Towards this end, having a strong network between global certifications such as the
Sigma series, CMM, etc., and the domestic industry is critical. However, such a network is not well established
in Jordan. Only a small fraction of firms believe they exist and provide services of any quality.

Figure 442 - Qrganizailons that provide speclallzad, technical
supporting services tor the T industry
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Flgure 4.43 - Organlzallons that provide objective, third parly
slandards and certthcatlon for the IT Industry
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Business chambers, industry organizations, and other such ‘institutes for collaboration’ that provide a role of
advocacy, marketing, training, and coordinating with other stakeholders on the needs of an industry are crucial
for the IT industry.

Jordan’s primary industry association in this field is the INT@J, the Information Technology Association of Jor-
dan. Established in 2000, this organization has been instrumental in working with the industry and government
in establishing a comprehensive policy framework for the sector: the ‘REACH' initiative that is considered the
IT blueprint for the country. While the organization has done extremely commendable work in advocating and



creating an increasingly competitive environment, there are areas in which firms believe that INT@J needs to
improve: one being a channel and conduit for recruitment, and another being a hub for innovative research.

Figure 4.44 - Recruiting Channsals Most Used by IT Firms
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Figure 4.45 - INTAJ {private sector)
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5.5 ROLE OF GOVERNMENT

Since 1999, the Jordanian government has played a highly proactive role in supporting and strengthening the IT
sector in the country in various ways. It has been instrumental in encouraging the private sector to strategize
on and envision the sector's development path into the future, and as a driver of economic growth. Figure 4.46
illustrates the numerous ways in which the government has positively intervened in the industry.
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DRIVER OF DEMAND: As we have discussed earlier, the government launched its e-government initia-
tive, under which it aims to enhance its operational efficiency and become more customer oriented through
e-provision of all services. In this process, it has been a source of demand for the country’s IT sector. Taking
into account its experiences and lessons since the initiative was launched, a formal e-government Strategy
2006-2009 has been formulated to study and apply global best practices in e-initiatives. The government has
also taken the education of its employees in IT practices very seriously. In 2004, it initiated a program to edu-
cate 20,000 employees. However, even now, only about 4% of its employees are IT savvy.*

PROVISION OF INFRASTRUCTURE: The government has been successful in establishing a very
sound telecommunications infrastructure, compared to other countries in the region. Jordan Telecom, erstwhile
known as TCC, was established as a wholly government-owned organization in 1971, and created the telecom
backbone in the country. It was fully privatized and divested in 2004.

CATALYZING IT EDUCATION: Again, the Jordanian government has taken the lead in recognizing the
urgent need to align its education system with the requirements of an ever changing IT sector, both domesti-
cally and globally. The government's efforts in this area include previously mentioned programs that have been
launched in the last few years to connect universities and schools to the Internet, introduce e-curriculum, in-
volve the private sector in training teachers, and provide guidance in practical skill building. Results of these
programs need to be tracked closely to ensure that the industry is receiving highly trained employees.

REGULATORY ENVIRONMENT: The government has signaled its desire to create an enabling environ-
ment for operators in the IT industry through creating and updating a number of rules, regulations, and acts.
Jordan’s rank on IT Laws is 66 out of 131 countries. Jordan became a member of the World Intellectual Property
Organization (WIPO) in 2004, thus paving the way for harmonizing its IPR rules with global benchmarks. It ranks
a modest 42nd on providing IPR in the global IT rankings.

89 The e-readiness assessment of the Hashemite Kingdom of Jordan 2006," MoICT, Jordan




The following table provides Jordan’s ranking on its government's usage of, and readiness in IT. While it per-
forms very well in its commitment and prioritization of IT as a sector, there is still much work to be done in

actual implementation and delivery.

Table 4.4 — Global IT Report 2006-07 Role of
Government Ranking s
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The perception in the industry of government's role in IT sector is more or less favorable as indicated by the
survey results included graphically below. Most firms do believe that the government sees IT as a priority and
acts accordingly, and most would approach the relevant government departments to resolve their issues.
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6. CONSTRAINTS TO GROWTH

Looking forward, the IT sector certainly has tremendous opportunities for growth in Jordan, the Middle East
region, and internationally. However, significant constraints exist that are holding back the sectors growth
projectory. From the above analysis, the main constraints to growth include the following:

Figure 4.48 — Concstralinta 1o 1T Grawth
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By far, the most pressing challenge is to prepare a large pool of well trained employees that can compete in the
region and the world beyond low wages. Along with this, substantial investment in R&D from all stakeholders is
required to ensure that the IT sector can compete at the cuiting edge of global trends. Making IT tools such as
PCs and the Internet available for all to use is important in creating domestic demand and establishing a critical
mass for the domestic industry. A concerted approach towards creating linkages upstream and downstream in
the industry and across countries can have a cascading effect in enhancing competitiveness. Finally, tools to
enable smooth functioning of the industry such as current, reliable and timely market data or greater coordina-
tion and collaboration among all stakeholders are also needed.
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