





TOURISM®°

1. HISTORY AND CONTEXT

Tourism is one of the largest contributors to Jordan’s GDP and one of
its largest foreign currency earners. Although Jordan boasts several | KEY FIGURES:
world-famous tourist attractions, recognition of tourism as a high-po-
tential sector in Jordan has been relatively recent; the Jordan Tourism | * Tourism makes up 9.2%
Board was only established in 1998. The Board is both publicly (80%) of GDP

and privately (20%) funded.
« Tourism receipts of $1.6
The industry suffered from the external shocks of the attacks of Sep- billion in 2006

tember 11, 2001 and the subsequent war in Iraq, beginning in 2003, but
it has since recouped lost earning power and is growing at a sustained | * Annual growth of 4.5%
rate of approximately 4.5% for the last several years. Jordan has to date
been highly reliant on regional tourism, which has consistently account- | * Sector employs 147,000, or
ed for upwards of 60% of tourism receipts. Regional tourism consists 8.7% of total workforce
primarily of leisure trips as well as the niche medical tourist segment.
Regional visitors remain the overwhelming majority despite efforts to

attract “high-value” tourists from the U.S. and Europe by promoting cul-
tural and historical tourism.

Jordan’s National Tourism Strategy 2004-2010 aims to double the size of 2004 tourism receipts by 2010 to $1.8
billion and to add 50,000 jobs to the economy. Jordan intends to accomplish this via a) intensified marketing
and promotion, b) an integrated approach to human resource and product development, c) institutional and
regulatory reform, and d) the support of product development and competitiveness.

A timeline of key developments in the Jordan tourism industry is presented in Figure 5.1 below.
Figure 6.1 - Timeline for the Jordan Tourism Indusiny
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90 Selected results of a survey conducted by the Jordan National Competitiveness Team (JNCT) in September, 2007 have been incorporated throughout this analysis where appropriate.
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2. REGIONAL AND INTERNATIONAL MARKET TRENDS

The global hospitality industry accounts for upwards of 35% of the world’s exports in services (this is even
higher in least developed countries, where it represents about 70% of service exports). As illustrated in Figure
5.2 below, world international tourist arrivals have grown about 4.6% annually over the last 10 years and have
increased steadily since 2004 after several years of flat growth from 2000 to 20083.

Figure 5.2 - International Arrivals, 1995-2008
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Interestingly, this growth has taken place in spite of rising plane fares, the war in Iraq, and health crises in Asia
ranging from H5N1 Avian Influenza (Bird Flu) to SARS, suggesting that the industry is relatively resilient. In
2006, tourist arrivals grew 4.5% from the previous year to 842 million tourists®" worldwide, over half of whom
(54.4%) were destined for Europe.”

The industry in the Middle East actually contracted by 1.4%* from 2005 to 2006, its second consecutive year
of negative growth. However, one should be careful not to draw too many conclusions from this, as the base
years (2003 and 2004) to which these numbers are being compared are skewed by the large number of Western
military and aid workers passing through Amman en route to Iraq. Although arrivals in the Middle East doubled
between 1995 and 2005%* , and although the annual increase in tourist arrivals between 2000 and 2004 was
9.5%, the fastest growth of any region,” the Middle East still only accounts for about 5% of all tourist arrivals.
It should be noted, however, that significant investment in tourism-related infrastructure has accompanied the
tourist boom; much of this has been facilitated by sustained high oil prices.”® Assuming that oil prices remain
high, sustained investment should continue to drive growth, albeit from a relatively low base.
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World Tourism Organization (UNWTO) 2005.
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Travel and Tourism Competitiveness Report, 2007.
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While North and South America represent only a 16% share of tourism market, their personal travel and tourism
expenditures are nearly as high as Europe’s. The chart below shows personal expenditures by region (that is,
the regions that are spending the most on worldwide tourism).

Figurc 54 Prorsonal Trawel and Tourism Expenditure by Frogion, 2008
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Looking forward, however, by 2017 the World Travel and Tourism Council projects a shift in market share, pri-
marily from Europe to Asia and the Pacific, as reflected in Figure 5.5. The increase in disposable incomes in
Asia, especially China and India, is strong evidence to support this estimation.
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Another key trend in the world tourism industry is an increase in the importance of low-cost carriers, reflected
in a marked shift in the number of passengers flying economy class as compared with those flying premium (i.e.
business and first) classes. This trend has been especially prominent since 2000 (see Figure 5.6 below).

Figure 5.8 - Heladive Growlh of Economy and Prermiam Air Traffe
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OTHER KEY INDUSTRY TRENDS INCLUDE:

1. Increased frequency of travel due to greater amounts of leisure time, cheaper air travel, and higher
disposable incomes,

2. Increased desire for specialized tourism products as consumers start to demand higher standards of service
and destinations that offer more of an experience rather than a vacation,

3. Increased use of tailor-made and small group travel compared to mass tourism packages,
Tourism enterprises and destinations focusing more on customer satisfaction and service quality, and

o

Increased demand for MICE (meetings, incentives, conferences, exhibitions) travel, which is one of the fast-
est

growing industry segments.”

These trends suggest that Jordan will be unable to rely solely on its natural advantages (particularly those in
cultural tourism). While Petra will undoubtedly continue to be a major draw given its recent inclusion as one
of the New Seven Wonders of the World in an online poll,®® Jordan will have to upgrade the overall quality of
its offer in order to reap the full benefits of Petra’s new prominence and increase the time tourists are staying
in Jordan, as well as their daily expenditure.

3. RECENT PERFORMANCE OF JORDAN'’S INDUSTRY

From 2002 to 2006, the number of arrivals in Jordan increased by just over 40%, while receipts increased by
56.6% (from JD 743.2 million in 2002 to JD 1.2 billion in 2006),”° suggesting an increase in receipt per tourist.
Interestingly, during the same period, the number of tourists staying overnight stayed relatively flat (hovering
at just over 50%), even falling slightly from 2005 to 2006 (to about 49%).

This data can be interpreted in two different ways. It may indicate that travelers are, on average, spending
more on a daily basis or it may suggest that travelers are extending their stays for a longer periods of time.
Package tours decreased from 2005 to 2006 (from 338,787 to 277,913)'" at the same time, the percentage
of overnight stays decreased, it is probable that each tourist is spending more per day. Like Jordan’s other
tourism statistics, it may be skewed by a high number of international contractors passing through Amman en
route to Baghdad. This would seem to be supported by the fact that the increase in tourism receipts becomes

101

appreciably higher beginning in 2004 (see Figure 5.7).

97 www.traveldailynews.com, Oct. 26, 2006

NewOpenWorld Foundation, http://www.new7wonders.com/, 2007.
o Ministry of Tourism.
190 | dicators
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2003 was the only year in which
tourism receipts did not increase
considerably over the prior year;
this can be attributed to the nega-
tive impact of the Iraq war.

Accompanying the rise in foreign
tourists, there was a slow but steady
increase from 2002 to 2006 in the
number of hotel rooms (11.4%) and
international tourism receipts per
arrival for overnights (15.7%)." Di-
rect employment, however, jumped
dramatically (nearly 50%) during the
same period of time, from 21,293 in
2002 to 31,064 in 2006 ."*

Source : Minlary of Tourdam a-d Ang aiiea
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The tourism industry in Jordan is increasingly aware of the various specialized product segments that are

growing internationally and which offer Jordan opportuinties to diversify away from the traditional cultural,

religious, and historical tourism segments.

When asked to indicate the particular tourism segments that are actively developed in Jordan, over 50% of re-

spondents to the JNCT survey chose all nine options.

102 gicators
Ministry of Tourism.
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Total employment in the travel and
tourism industry in Jordan is estimated
at 147,000, or 8.7% of total employment,
ranking Jordan below only Bahrain, Tu-
nisia, and Morocco in the region. Tour-
ism is one of the core occupations of
Jordan’'s economy. However, as is il-
lustrated in Figure 5.9 and is discussed
in more detail below, Jordan is a train-
ing ground for other countries. Brain
drain, or the emigration of skilled, ex-
perienced professionals, is a critical
issue for the tourism industry and its
ability to offer world-class services.

There are some encouraging signs of investment into the sector. New projects included a national museum,

funded in part by JICA (the Japanese International Cooperation Agency) and a number of hotels, such as Catho-
lic Student Bay (USD $500 million), the Ayla Oasis project (USD $750 million), the Saraya Agaba project (USD
$362 million), the Sun Days Water Park (USD $60 million), the Aqgaba Ishkar Kempinski Hotel (USD $60 million),
the Royal Metropolis-Jordan Gate and Royal Villages of Amman (USD $1 billion), the Dead Sea Holiday Inn Ho-
tel (USD $21 million), and the Crowne Plaza Hotel at the Dead Sea (USD $49 million). In addition, development
of the Eastern Bank of the Dead Sea attracted about USD $605 million in 2004 specifically for tourism.™ In the

JNCT survey, 95% of respondents believed that foreign investment from elsewhere in the region was steady or

increasing, but 76% indicated that investment from outside the region was flat to non existent.

Figure: 5 10 - When compared with competing indwsirics in fhe middk:
east region, the Tourism industry in Jordan is
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4. REGIONAL AND INTERNATIONAL BENCHMARKING

In order for the Jordanian tourism industry to remain competitive, it must understand where it stands in com-
parison to international competitors on relevant benchmark indicators. Comparisons to Turkey, Egypt, and the
United Arab Emirates provide a sense of what regional competitors are doing. Comparisons to ltaly, France,
and Malaysia offer some useful insight on international “best practices” in the tourism industry, specifically as
they relate to country positioning. Turkey and Egypt were selected because they have a similar offer based
primarily on historical/cultural tourism. The UAE was included because it offers a contrasting model that is
worth keeping on Jordan'’s “radar.” Countries outside of the region were identified because they offer contrast-
ing successful models in diverse geographical areas. For the most part, benchmarking has been presented be-
low not by country but by topic. The nature of tourism as a global industry, with consistent metrics that can be
compared across countries, allows for this level of analysis. In addition to benchmarking Jordan against these
countries using industry indicators of performance, the industry was asked in a survey how they compared to
these countries.

Figure 5.11 - When compared with competing indusiries in the world, ~ Compared to the region, Jordanian
the Tourism indusiry in Jordan is; tourism firms appear to have a mod-

est perception, ranking themselves
i as neither leading the region nor

1 uncompetitive. However, relative to

M- H1a

HE international competitors, the ma-
&€ — jority of Jordanians believe that they
e are still below average or uncom-
e petitive. When asked to compare
" . Jordan to each benchmarked coun-
: 2 . . . try, 78% of respondents indicated

World clasa cactes aglp aulleially  Bacels  aiecincglilie Egypt has a competitive advantage
corpediive cimpaiibe compaiieg

over Jordan, 75% indicated Turkey is

Bomrc . JHCOL Towism Sichehel b Cnli'e uivap, 2037 more competitive, and 68% indicated
that UAE is more competitive.
Among countries outside of the region, the results were starker: Malaysia (85%), ltaly (78%), and France
(80%).

Egypt captured around 21% of the region’s market share of tourist arrivals, with the UAE around 14%. Jordan, by

comparison, attracts about 16% of the region’s tourists.'®

Considering that these two countries are two of the
regional leaders (Egypt on cost and in cultural tourism, and the UAE on both cost and overall tourist ranking),
Jordan’s performance in attracting regional visitors has been strong, but, as mentioned earlier, may be largely

a result of Westerners in transit to Iraq.

Among regional benchmarks, Turkey had the highest number of tourist arrivals among the three benchmarked
countries during the period 2001-2006. Turkey also enjoyed, by a slight margin, the highest growth rate in the
number of tourist arrivals, estimated at 16% over the same period, followed by the UAE at 15% and Egypt at 14%.'
Revenue generated by the tourism industry was also the highest in Turkey, reaching around USD $13 billion in

105 UNWTO
106 UNWTO.



2005 (latest available), followed by Egypt at nearly USD $7 billion, and UAE at USD $2 billion. Jordan’s revenue
stands at USD $1.6 billion. Italy, by comparison, generated USD $35 billion; France and Malaysia, USD $11 bil-
lioin and USD $8.5 billion, respectively.

More important than the absolute figures, however, is the percentage of GDP for which these numbers ac-
count. In Jordan's case, travel and tourism account for approximately 9.2% of the country’s GDP. This is the
highest in the benchmark group, compared with Egypt (7.9%), Turkey (5.7%), and the UAE (just 1.1%). In terms of
employment, Jordan’s travel and tourism sector is responsible for 8.7% of the country’s jobs, also higher than
the benchmark group. Tourism accounts for 6.7% of Egypt's employment, 3.3% in Turkey, and 1.6% in the UAE.'”
This suggests that, while Jordan’'s absolute tourist receipts are lower, its importance as a driver of Jordan's
economy is more significant, making improved performance in this sector relatively more important for Jordan
than, for example, the UAE. It may also suggest that Jordan should consider doing more to diversify its income
to reduce its reliance on tourism.

Tourism is a significant generator of foreign currency, particularly in Turkey and Egypt as tourism expenditures
comprised 70% and 49% of total export services respectively. However, it is interesting to note that, according
to the World Tourism Organization, while tourism revenues make up an increasing share of Egypt's GDP, up
from 4.2% in 2001 to 7.9% in 2006, Turkey's tourism revenues actually represent a decreasing share of its GDP,
falling gradually over the same period of time from 6.5% to 5.7%. While this may suggest that Egypt is increas-
ingly able to leverage its tourism sector as an economic driver, it may also suggest that Turkey has been more
successful in diversifying its economic activity.

In 2005, Egypt enjoyed the highest average length of stay at 10.4 days, trailed by Turkey (3.2d) and UAE (2.5d).
Jordan’'s average stay was 4.2 days. Egypt's extended length of stay could be attributed to Egypt's diversi-
fied cultural heritage and vast number of sites over a large geographic area that offer tourists an exotic and
unique experience, including seven World Heritage Sites, and therefore a visit to Egypt requires an extended
stay. This has been reinforced by the message that Egypt has marketed, such that tourists assume a visit to
Egypt will require a longer period of time. The country’s size plays a role as well, requiring longer transit times
between sites. Average length of stay has been increasing in Egypt in part because of aggressive promotions
in resort packages (although this has had the negative side effect of driving down hotel room revenues). The
graph below illutrates average length of stay relative to annual tourism receipts for each benchmark country.
Among non-regional benchmarks, the average stay in France is 2.4 days, ltaly 3.9 days, and Malaysia 6.8 days.
The difference in largely attributable to their relative locations-many visitors to Switzerland and Italy come
from elsewhere in Europe, enabling them to spend short periods of time. Malaysia’s average stay is of similar
duration for local visitors, but pulled up by international tourists who are traveling long distances and therefore
more inclined to stay for an extended period of time.

107 TTCR 2007.
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While estimates on spending suffer from a lack of reliable data, international tourism receipts per arrival are
lowest in Jordan (ranging from USD $250-$300 per visit) and the UAE (USD $250-$300), followed by Egypt
(about USD $800) and Turkey (estimates range from USD $650- $945). When viewed in conjunction with the
data regarding average length of stay, visitors are spending much more in Turkey what they are spending in
the UAE and Jordan, although the length of stay is similar. Furthermore, they are spending approximately as
much in Turkey for a three-day stay as they are in Egypt for a ten-day stay. Another way to look at spending
patterns is to look at average spent per day. Jordan is reaping the fewest benefits on this measure, followed
closely by Egypt and Malaysia, each of which is significantly lower than Turkey and Italy. Daily spend rates
for each benchmark country are illustrated in Figure 5.13 below. Hard data can found in the table at the end of
this section.



Figure 5.13 - Average tourist daily expenditure (USD)
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Hotel room occupancy rate was the highest in UAE at almost 86% in 2006, up from 61% in 2001. This is an
increase of 41%, far exceeding that in Turkey (12%) and Egypt (5%). This is partly reflective of the year-round
nature of the UAE's industry, although it is also partly a function of the fact that the UAE has been adding hotels
at a slower pace than the other two countries (the number of hotels in Egypt, for example, increased by 28% over
the same period of time, while growth in the UAE was only 10%). Absolute occupancy rates in Egypt and Turkey
are 64% and 52%, respectively, with Jordan at 48%. These numbers actually compare favorably with Malaysia
(63%), France (50%) and Italy (just 33%).

The UAE scored consistently best on most measures of the Travel and Tourism Competitiveness Index, result-
ing in a ranking of 18" overall, compared with Turkey (52" and Egypt (58'". Jordan scored 46" overall. It
is interesting to note that the UAE, with far fewer “endowed” factors (ranking just 80™ on “natural and cultural
resources”) performs much better than the other benchmark countries, all of which have much more to offer in
this regard.

This data may suggest that something akin to the “natural resource curse” afflicts countries endowed with
other natural advantages in tourism, discouraging upgrading, while those countries like the UAE without those
advantages are forced to innovate in order to compete. This hypothesis would seem to be supported by UAE’s
rankings; its competitive ranking in regulatory framework was driven primarily by its scores in safety and
security (10", its ranking in business environment and infrastructure (19"") primarily by its air transport infra-
structure (8™") and price competitiveness (also 8”‘), and its score in human, cultural, and natural resources (24th
overall) primarily by its national tourism perception (3") as well as its availability of qualified labor (19th).

While the analysis above is focused primarly (although not entirely) on regional competitors, insight can also
be gathered by looking at some of the world’s leading performers outside of the region. For instance, ltaly and
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France do not attempt to compete on price, ranking just 116! and 118'" in the world, respectively. However,
both have been able to parlay their substantial cultural and natural resources into a successful product, in
combination with a top ranking on such things as access to sanitation and drinking water, primary education
enroliment, malaria incidence, and risk of malaria and yellow fever, as well as top-notch infrastructure (both
ground and air transport), on which both rank in the top 5.

Malaysia, on the other hand, has combined a low-cost position (2" overall) with tremendous success in mar-
keting. Malaysia’'s “Malaysia Truly Asia’ campaign has been a driving force behind its high scores on fair atten-
dance (2", effectiveness of marketing and branding (6!, and government prioritization of the T&T industry (8"
overall). Like the UAE, Malaysia has been able to overcome a dearth of natural and cultural resources (101!
overall) to achieve a relatively high score (315! overall, just ahead of Italy at 33").

While these countries have pursued different strategies, the constant is that each has carved out a very clear
competitive position for itself. Both France and Italy have been able to overcome high-cost positions through
the quality of their offer, and Malaysia has overcome a lack of cultural endowments to tell a compelling story
through marketing and branding. None have relied entirely on inherited factors; all have created a position.

Relevant data for Jordan and each of the benchmark countries can be found in Table 5.1 below. It should be
noted that the data was collected from multiple sources, and that some data (spend per day, for example) is
a function of other data in the table. Therefore, these numbers should be viewed as estimates that tell a story
rather than precise data.
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5. STATE OF COMPETITIVENESS

Figure 5.14 (the Porter Diamond) summarizes Jordan’s competitive position in tourism.

Figure .14 — Parler Diameand Ffar the Tounsm Seslar
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5.1 DEMAND CONDITIONS

International Demand

Europe accounted for just over 60% of visitors to Jordan from outside the Middle East region, but also showed
the slowest growth rate from 2004 to 2005. Those regions showing the fastest growth (notably Africa, followed
by the Americas) are those that are growing from the smallest base.

Estimates of the percentage of international tourists that come to Jordan for cultural tourism vary widely, but there
appears to be general consensus that it is very significant (upwards of 50%). This represents a challenge for the
country in growing its tourism industry, as Jordan ranks just 86th out of 124 countries in the Travel & Tourism
Competitiveness Index on “natural and cultural resources”. This ranking comes with a caveat, which is that scores
are based on the number of UNESCO-designated World Heritage Sites in a given country (Jordan has three-Um
Alrassas, Petra, and Qussier Amra). This inherently treats all sites equally, which undervalues Petra. In addition,
Jordan offers a number of other attractions (although less well known) including Jerash, the Crusader Castles, and
the Dead Sea. However, Jordan (as mentioned in other sections of this report) has thus far been unsuccessful in
capitalizing on the relative wealth of sites to encourage tourists to extend their stays.

Takle 6.2 - Distribution of Package Tours by Place of Stay for the Perlod | Jan, — Dec,, 2008
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There does appear to be growing demand for package holidays in the Dead Sea, and the cruise market, which
grew by 21% in 2004, represents another expanding market.'® Agaba handled 51 cruise ships by June of 2007,
up from 36 at the same time the year before.'” Jordanians identified additional potential niches in their Tourism
Strategy 2004-2010, including: religious; adventure travel; eco-tourism; meetings, incentives, conferences, and
events (MICE); and scientific, academic, volunteer, and educational (SAVE).

108 .1 avel and Tourism in Jordan®, Euromonitor Report, January 2007.
“Award winning Petra boosts Jordan’s growing tourism industry”, ameinfo.com, September 5, 2007.



Regional Demand
Regional demand has been the primary driver of Jordan’s tourism industry. However, what appears to drive
regional demand differs dramatically from the driver of international demand (cultural tourism), as illustrated in
Figure 5.15 below.

Flogure .15 - Michea AHractlve to Jdordan Towrlstz, by Aeglon
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This has significant implications. Figure 5.16 below shows the breakdown of overnight visitors to Jordan by
region from 2001-2005. Once visitors whose region is *“Not specified” are removed, we can observe that nearly
75% of all tourists come from the Middle East. Moreover, the percentage has remained virtually unchanged
since 2002, indicating that Jordan, despite efforts to attract visitors from other parts of the world, remains
heavily reliant on this region. However, there appears to be a disconnect between what Jordan is marketing
(cultural tourism) and the market on which it is most dependent (regional visitors, who appear to be most inter-
ested in entertainment). This may help explain the fact that regional demand showed the slowest growth of any
region from 2004 to 2005.
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Another popular sub-sector with growth potential is health and wellness and medical tourism. This has be-
come a multi-billion dollar industry worldwide, and the Jordanian Health Ministry has targeted for health care
services for the elderly in the Middle East to double in the next five years. Jordan, which offers medical care
costs at just 10% of those in the United States, has reacted to growth in this segment, opening an office in 1999
at Queen Alia International airport to assist foreign tourists via faster processing of immigration procedures,
distribution of informational brochures on hospital and tourist sites, and making available direct transport to
any hospital they choose. However, poor marketing and stiff competition from other countries in the region
such as Egypt, Turkey, Lebanon, and the Gulf countries have stunted growth in this sub-sector to date.'"

110 Linda Al-Hindi, *Jordan Seeks to Become Medical Hot Spot of Middle East,” Jordan Times, November 14, 2006.



Local Demand
As aresult of a national cam-  Figure 51T - When considering product development, my organization
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That alone accounts for 75,000 of the 100,000 fewer local visitors in Jordan in 2006 than in 2004. On a more
positive note, the Red Sea resort of Agaba attracted 244,000 tourists in the first half of 2007, an increase of 12%

on the prior year.""

Figure 5.18 - Local Visiters, 2004 and 2008
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Whether to local, regional or international demand, the tourism industry appears to be well-connected to its
client base through a variety of marketing channels including internet, phone, referrals, and repeat customers.
With competition only growing more intense in the region and internationally, Jordanian companies will require
all of these channels to continue to attract tourists.

In many cases the sophistication of local demand is able to drive innovation and upgrading in an industry.
However, the survey conducted by the JNCT suggested that it is far from being the case in Jordan. Seventy-
eight percent of responding organizations indicated that they tend to look to regional or international markets
for product development ideas (see Figure 5.17) and 61% indicated that tourism trends tend to appear outside
the region. Likely partly as a result, only 18% suggested that regional consumers prefer Jordanian services to
regional or international ones.

5.2 FACTOR CONDITIONS

Cost

While the cost of doing business in tourism in Jordan, according to the industry survey, is on par with costs
worldwide, operating costs are rising at an alarming rate. 62% of industry leaders responded that costs are ris-
ing extremely fast, with 30% indicating that they are rising faster than sales. Within operating costs, labor costs
are seen to be on par with other countries. However, nearly 80% of respondents indicated that input costs are
rising extremely fast, reflecting the macroeconomic inflationary pressures. According to the Travel and Tour-
ism Competitiveness Index, Jordan enjoys a competitive cost-competitiveness rank (12'". However, this does
not necessarily translate into a regional competitive advantage, given the similar low-cost positions enjoyed
by other countries, particularly Egypt. Additionally, as noted earlier in the section on benchmarking, low-cost
positions do not necessarily translate into a successful offer.

Infrastructure Flgure 5.18 - Coets for operating In Taurlem ars
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Jordan has three international airports, with Queen Alia Airport accepting the majority of passengers. Jordan
is currently in the process of trying to upgrade its infrastructure by improving the networks for each mode of
transportation (including air transport), as well as developing strategic plans for each form of transportation
and revising laws and regulations governing investment into the transport sector, which is expected to intro-

duce more competition into the sector.'"

From 2003 to 2006 the number of restaurants has jumped by an estimated 62%. Corresponding employment
has also increased dramatically, from 5,670 in 2002 to 10,720 in 2006 (an 89% increase). This is probably being
fueled by the fast food industry, which is anticipated to grow at least 25% for the next five years."® By 2011, the
development plan for tourism in Jordan 2007-2011 projects that growth will continue to increase pace, adding
another 9,400 individuals. This is in marked contrast to the rest of the sectors related to the tourism industry,
such as travel agencies and hotels, which have shown sluggish growth over that period of time.

Physical Resources
Figjura 5.20 - Inadequatsly educatad warkforce
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King Abdullah in 2001 launched the Aqaba Special Economic Zone Authority to assist investors in establishing
themselves in the region.

Some of the other attractions include the Dead Sea, as mentioned earlier a popular location, is the lowest point
on earth at 1,286 feet below sea level. Not nearly as developed as the Israeli side, the Jordanian side of the
Dead Sea has yet to see its potential fully realized. Amman has been Jordan’s capital since 1921, the main at-
traction being the Roman amphitheatre in the centre. Jerash, a Graeco-Roman city less than one hour's drive
from Amman, is famous for the Triumphal Arch and the Hippodrome. Jordan'’s historical sites are attractive and
probably the strongest part of its offer. The Crusader Castles, mentioned earlier, are also of interest.

"2 Eyromonitor.
13 *Jordan’s Tourism Vital to Economy”, by Mohamed Kraishy, FAS Worldwide, US Department of Agriculture, October 2006.
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Human Resources

Jordan suffers from a lack of avail-
ability of qualified labor, on which
it scored 92" in the T&T Index.
Jordan suffers from a lack of top-
notch tourism operators and skilled
guides. This constraint on the in-
dustry is echoed strongly in the
survey results. 83% highlighted that
access to an educated workforce
was problematic - only 10% of the
industry do not view it as an issue.
The large majority of the industry re-
sponded that skilled, experienced
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professionals are either hard to find or do not exist in both technical areas (92% of respondents) and manage-

ment (84%). The problem is further exacerbated by the industry’s inability to acquire qualified foreign labor, with

79% of organizations identifying this as a significant issue.

This data suggests that the educational system is not producing professionals with the right skills set, further

compounding the effects of brain drain. Several schools offer tourism and hospitality programs, such as Jor-

dan Applied University (JAU), College of Hospitality and Tourism Education; The Hashemite University/ Queen

Rania’s Institute of Tourism and Heritage; Yarmuk University/ Faculty of Archaeology and Anthropology;

American Academy for Hotel Management; and Philadelphia University. However, only 6% of the industry re-

sponded that these schools are actually equipping graduates with the right skill set needed by the industry.

Table 5.3 — Empdovess in Tourism Secter by Position and Gender
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114 MOTA Statistics.

One additional point of note is that,
although the number of employees in
the tourist industry increased by nearly
one-third from 2004 to 2006 (see Table
5.3), fewer than 10% of employees in the
industry are women. This appears to
be true across sectors, with the excep-
tion of travel agencies (where women
represent over 25% of employees) and
tourist shops (where over 1/5 of em-

ployees are women).""



5.3 CONTEXT FOR STRATEGY AND RIVALRY
Tourism is an atypical industry in many ways because of the number of sectors it involves. It is perhaps best
thought of as a chain, such as the one pictured below. '

Flgure 522 — Tourlsm Shaln
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The tourism chain depicts the degree of interdependence that exists between sectors within the chain. Sectors
commonly associated with the tourism industry--hotels, restaurants, attractions--are all highly dependent on
information provided to their customers by others, often the government. Jordan’s performance on these factors
was covered in the previous section.

The structure of the tourism industry has important implications for countries interested in devoting resources
to developing the sector. The most important is that it suggests the necessity of a national strategy, supported
by strong public-private collaboration. Given the sheer number of *moving parts”, one approach to developing
the industry is to approach development in a coordinated fashion. The assumption here is that the system can
break down if the moving parts do not move in a synchronized way. For instance, popular attractions that are
not supported by adequate information and quality hotels can limit repeat business and damage the industry’'s
image. Likewise, marketing efforts will not be sufficient if service quality is low or if the transport infrastructure
is not in place. In cases where such widespread cooperation is difficult to achieve, another approach to devel-
opment of the industry is to prioritize a few targeted initiatives that can be undertaken successfully, thereby
building momentum for development on a larger scale.

15 USING NATURAL AND CULTURAL HERITAGE FOR THE DEVELOPMENT OF SUSTAINABLE TOURISM IN NON-TRADITIONAL TOURISM DESTINATIONS (2002), http://ec.europa.eu/enter
prise/services/tourism/studies_heritage.htm, European Commission: Enterprise and Industry, p. 28.
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Both public and private sector leaders have invested a significant amount of time working together to develop a
comprehensive, multi-faceted national tourism strategy. Yet three years after the launch of the National Tour-
ism Strategy, nearly 90% of the industry cannot say that the strategy is focused on the right issues or is being
implemented effectively.

Viewed within this context, Jordan, while it offers the natural advantages necessary to compete, falls short
on some of the other, “created” factors. In addition to the infrastructure challenges highlighted earlier, the
country has an inefficient system for rating hotels (four-star, five-star, etc.), as classification does not take into
adequate account quality and service aspects. This is partly a result of the lack of appropriate standards and
certification bodies (addressed below). Jordan also suffers from a lack of customer orientation. Jordan has (at
least to date) struggled to develop innovative and effective ways of communicating its product to the outside
world. Additionally, the sector tends to compete mainly on price as opposed to occupying high-value niches.

Figura 5.13 - Policy inslability
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Competition in tourism in Jordan is relatively open and based on the underlying price and quality of services,
rather than personal networks or market protection. Despite limited foreign investment in the sector, foreign
businesses are able to enter and operate in the tourism sector. While tourism firms are largely left to compete
on their own merits, policy uncertainty and a number of specific constraints appear to be holding back growthin
the industry. 76% of industry respondents highlighted policy instability as a problem, with 38% explicitly stating
that it is extremely problematic. Specifically, the industry expressed concern in the areas of labor regulation
and taxation.

70% cited labor policies as too rigid and problematic, and over 90% of the industry believes that both tax rates
and regulations are problematic (over 50% indicated extremely problematic and that taxes are suffocating the
industry).



The results of the JNCT survey provide insight into why Jordan may struggle on “created” factors. When orga-
nizations were asked about Jordan's competitiveness relative to Egypt, Turkey, and the UAE (the benchmark
countries examined in section 4), 75% indicated they believed Turkey was more competitive than Jordan, and
78% believed Egypt was more competitive. However, only 61% indicated that they believed the UAE was more
competitive than Jordan, while 39% (a significant minority) suggested that they believed that Jordan was as
competitive as or more competitive than the UAE.

These results are nearly the inverse of the T&T Index, which ranks Jordan more highly than Egypt and Turkey
but much less competitive than the UAE. It appears that a significant number of organizations in Jordan’s tour-
ism sector view the “tourism” sector through the narrow lens of endowed factors (on which Egypt and Turkey are
more competitive than the UAE) and less on the factors within a country’s sphere of influence.

Tourism based on cultural heritage (which, as discussed earlier, makes up a significant percentage of Jordan's
international market) has its own set of very specific characteristics. A recent European Commission report'
identified ten key success factors for this sub-sector (many of which can be generalized to the sector as a

whole). They included the following:

Significance (the importance of the cultural or natural heritage)
Distinctiveness (a unique selling proposition)

@

Clustering and Developing ltineraries (the degree to which sites are pooled or can be pooled together, often
around a “growth pole”)

Branding and Networking (the process of building an image and reputation)

Access (including weather and distance)

Seasonality

Partnership (public-private dialogue and cooperation)

Strategic Planning

Accessibility (presenting the natural and cultural heritage in a way that will enable tourists to learn from them)

- © ® N O oA

0. Sustainability

The importance of strategic planning, prioritization, and partnership was discussed earlier. In addition, two of
these factors (clustering and developing itineraries, and sustainability) are likely to have immediate relevancy
in Jordan’s case due to the tremendous opportunities presented by the heightened status of Petra.

Petra’'s recent recognition as one of the New Seven Wonders is anticipated to give Jordan an immediate natural
*growth pole” around which to drive tourists to the country and will, significantly, serve as free publicity. Some
Jordanian officials believe tourism to Petra will double within a year. This will likely allow Jordan to draw an
increased number of high-value tourists from Europe as well as from the United States which, as discussed
earlier, represent between them about % of world expenditures on tourism.

However, a substantial influx of visitors, without proper planning, could jeopardize the sustainability of the Site,
much in the same way as Peru’s Macchu Picchu (incidentally also recently so named) has begun suffering ero-
sion in recent years due to the large number of tourists. The challenge will be to preserve the Site in such a way
as to guarantee its ability to drive Jordan’s tourism industry in the future. It also remains to be seen how well
Jordan will be able to translate Petra into the core of an industry cluster by assuring that it becomes a stop on
an itinerary rather than the sole motive for a visit.

116 Using Natural and Cultural Heritage for the Development of Sustainable Tourism in Non-Traditional Tourism Destinations (2002) http://ec.europa.eu/enterprise/services/tourism/studies_heritage.

htm, European Commission: Enterprise and Industry, p. 29.
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5.4 RELATED AND SUPPORTING INDUSTRIES

The interdependence of the tourism industry requires institutional mechanisms to monitor and uphold consis-
tent standards across the segments of the industry. The large majority of tourism businesses in Jordan are
not certified under any type of standards and very few meet international standards. While licensing and ac-
creditation services do exist, according to the industry licenses, standards and accreditations do not reflect
international standards and are poorly structured and inconsistently enforced, if at all.

Many studies of the tourism industry have described elements of the tourism chain (such as restaurants and
hotels) as “related and supporting industries”. This study considers them a central part of the industry,

Figure: 5.24 - Importing specialized malcrials for towrismis: When asked about the quality and cost
_ of the supporting services to the tourism
:E? e industry, industry leaders resoundingly
o . responded that the supporting services
. available in Jordan provide low quality at
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According to the surveys, the supporting industry associations within the tourism sector are offering only lim-
ited responsiveness and value to their members. The performance of these associations varies dramatically.

Jordan offers high quality medical and educational institutions. However, despite the quality of the educational
system, it does not appear especially focused on tourism, given the country’s low scores on most aspects
of provision of qualified labor. In addition, it is likely that the capacity of the educational institutions could
be better leveraged. In the JNCT survey, a full 95% of respondents answered that research institutions that
contribute to the competitiveness of the tourism industry do not exist or do not positively impact the sector's
competitiveness.



Figura 5.25 - Organizalions that provide specialized lechnical
U pporing services for the tourism indusiry
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Many other related and supporting industries are not especially well developed. Generally little use is
made of IT in the tourism sector. Outside of airlines and some of the large chain hotels, there appears
to be very little recognition within business of how IT can enhance their operations. Standards and
certification bodies are also not well developed, as alluded to above in the discussion on strategy and
rivalry. In the JNCT survey, only 4% of responding organizations believed that organizations providing
high quality certification standards exist in Jordan (see Figure 5.25).

The overall weakness of the tourism sector's related and supporting industries was reflected in the survey con-
ducted by the JNCT, which indicated that 79% of respondents indicated that relevant technical and supporting
services exist but are of low quality.

5.5 REGULATIONS AND THE ROLE OF GOVERNMENT
The role of government bears mention, as a supportive and efficient bureaucracy is generally considered a key
component of successful development of the tourism industry.

Jordan scored well (30" overall) on its T&T regulatory framework. This was driven primarily by its performance
on safety and security (19" and prioritization of T&T strategies (17™"). In fact, Jordan scored 7\" in overall gov-
ernment expenditure on travel and tourism. The most notable change for the better in recent years is that the
government appears to have recognized the importance of tourism as an economic driver and, while it has han-

dled the implementation of its tourism strategies imperfectly, it is at least taking steps in the right direction.
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Additionally, proposed changes in the regulatory environment should enhance competition in the transport sec-

tor (especially in the deregulation of the airline sector), ultimately increasing quality and driving down costs.

Despite the positive support offered by the government to the tourism sector, this support is not yet translating
into a constructive relationship between the public and private sectors. Over 75% of the industry believes that
government bureaucracy is holding back the industry - over 80% state that government regulations are a direct
obstacle to the industry or serve no clear purpose. When asked if government regulation is getting better, only
19% indicated that it is improving.

A few areas in which the government could still play a more productive role include the amount and quality
of training delivered to key personnel, especially guides; more attention paid to some of the smaller but still
important sites that will ultimately drive the country’s ability to retain tourists for a longer period of time; and a
stronger overall promotion effort to communicate Jordan’s offer and to build the country’s brand. This includes
the development of new products, research on new markets and niches, the devotion of more resources to in-
ternational marketing, and greater focus on high potential markets.

A final consideration is to enhance the frequency, quality, and results of public-private dialogue. The JNCT survey
revealed that 66% of respondents resolved issues through personal connections (including individual government
officials), against only 24% that utilized an industry association or formal public-private dialogue mechanism.



6. CONSTRAINTS TO GROWTH

Jordan’'s primary constraints to growth are laid out in its National Tourism Strategy, 2004-2010. Most of these
have been alluded to earlier in the study, but the key constraints will be highlighted here.

Skills gap. Jordan suffers from a shortage of skills relevant to the tourism sector. This is a function both of
insufficient training at the university level and a lack of on-the-job preparation. A survey prepared by a USAID-
funded project'” recently identified 6 priority areas of technical shortfall: communication skills; customer care
and quality; supervisory management skills; professional skills training in operational areas; marketing and
sales techniques; and training of trainer skills.

Perception that Jordan is unsafe. Due largely to its location in the war-torn Middle East, as well as the 2005
Amman bombings, Jordan, despite a solid safety and security rating, continues to be viewed as a potential

target of terrorism.

Lack of adequate international marketing. Current spending levels on marketing are largely insufficient and
do not appear to have a clear target audience due to a lack of adequate customer knowledge. Further efforts
need to be made to build the country’s brand and image. Jordan will likely benefit, however, from free publicity

accorded it as a result of Petra’s new status.

Lack of partnerships (Public-private and public-public). Inadequate dialogue and coordination continue to

plague the industry, especially between government agencies at the operational and policy levels.

Inability to extend the stays of tourists. As documented earlier, Jordan is on the low-end vis-a-vis other bench-
mark countries on tourist receipts per visit. While this is partly a function of its relatively low-cost position, it is
also driven by the relatively short length of visitor stays, low expenditure per day, a lack of coordination among

visitor services upon arrival, and a lack of information on the diversity and range of Jordan’s tourism product.

Market research and intelligence. Jordan lacks sophisticated data on customer demand. This is likely to be
related, at least in part, to the lack of qualified personnel noted above.

Over-reliance on traditional attractions. Because Jordan has been blessed with unique attractions (Petra among
them), it seems to have developed an over-reliance on these “inherited” resources, paying inadequate attention
to other factors that enhance the customer experience.

"7 Ruddy, Nicholas. *Tourism Human Resources Development Strategy for Jordan®, November 15, 2004.
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