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lceland is outperforming the world in post-
pandemic tourism recovery

Monthly tourists numbers as a % of 2019
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Data source: Statistics of Iceland, UNWTO



Tourism accounts for around 357% of Iceland’s
total export revenues

Selected items of exports of goods and services as a % of total exports

— Exports of marine products —Exports of manufacturing products —Revenues of foreign travellers = QOther
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e 2023 is based on data for Q1-Q3 Data source: Statistics of Iceland




Tourism accounts for around 8% of GDP as
well as of total working hours in Iceland

Main aggregated results of the Tourism Satellite Accounts

——Tourism direct contribution to GDP (%) —Tourism contribution to total working hours (%)

Data source: Statistics of Iceland




Forecasts predict around 2.4 million
International arrivals this year
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Data source: Statistics of Iceland, Icelandic Tourist Board, ISAVIA




lcelandic tourism depends on
the foreign workforce



Around 30 thousand people work in the

tourism industry in Iceland

Register based employment with the tourism industry as a main job
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Tourism industry employment by sectors

Different tourism sectors as a % of total register based employment in tourism as a whole

Travel agency, tour op, and other reserv. service and related act.

Air transport

Other sectors

Accommodation

Food and beverage services act.
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e 2023 is based on data from November 2023 Data source: Statistics of Iceland, tourism short-term indicators




The foreign workforce in tourism has been
growing

Register based employment in main job in the tourism inudstry

M [celandic background M Immigrants
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* 2023 is based on data for January to November Data source: Statistics of Iceland




The percentace of foreign workers in tourism
has grown from 37% in 2019 to 44% in 2023

Register based employment in main job in the tourism industry

M [celandic background M Immigrants

* 2023 is based on data for January to November Data source: Statistics of Iceland




Foreign workers account for about 23% of
total employment in Iceland

Immigrants as a % of total employees in the Foreign workers employed by the following
following sectors on average 2023 sectors on average 2023

The Fishing industry

Public admin., Education and
Health/Social activities

The Tourism Industry
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Construction . 3,197
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Total in Construction  The Tourism  Public admin.,  The Fishing
Total in employment employment Industry Education and industry
Health/Social

activities

* 2023 is based on data for January to November Data source: Statistics of Iceland




267% of foreign workers in Iceland are
employeed by the tourism industry

Immigrants employed by the tourism industry as a % of total foreign employers in the economy

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

* 2023 is based on data for January to November Data source: Statistics of Iceland
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Number of vacant positions in the tourism
Industry to reach pre-covid levels

Job vacancy rate by quarters in the tourism industry

mmm Number of vacant positions ~ ===Job vacancy rate

Europe 10% (WTC/ETC may 2022)

Data source: Statistics of Iceland




A year ago, a survey among members of the
Icelandic Travel Industry Association showed that

more than 42% say there was a shortage of labour or a shortage of
employees at their company.

over 50% believe that the shortage of employees will hinder their
company's growth over the next five years.

only 26% believe that the Icelandic education system can meet their
company's skill requirements for the next five years.

over 38% think that the Icelandic education system will do rather poorly or
very poorly to meet the skill requirements of their company in the near
future.

Data source: The Icelandic Travel Industry Association, March 2023



Staff housing presents
significant problems



A perfect storm of housing market challenges

Very fast post-pandemic economic growth

Higher demand for foreign workforce in tourism, building sector,
Innovation sector, public sector.

Housing market prices growing very fast in the last 5 years
Poorly developed rent market

Low profit margins from building new housing in rural areas - very few
new projects in the last decades in some areas

Increased demand due to higher influx of refugees (e.g. Ukraine)

Legacy problems on the supply side from 2008 banking crisis




Social changes in Europe
affecting tourism staffing



Higher staff turnover negatively impacts
quality and costs

Before the pandemic most of the foreign workforce in tourism came
from Eastern Europe.

Many people came to Iceland for work over the high season for many
years in a row = lower staff turnover, lower training costs, often high
probability of filling positions with employees’ friends or famlly

After the pandemic a higher percentage of the foreign workforce in
tourism came from Southern Europe.

Higher percentage of workers with no prior experience with |celandic
tourism = higher staff turnover, higher training costs, harder to fill

vacant positions.

In 20235 we seem to be moving back towards pre-pandemic situation




Seasonality is detrimental to
staff retention



Staff retention Iin rural areas is a key element
for local growth and development

Seasonality in rural areas is still high — higher the further you get from
the Reykjavik area.

Helping SME's in rural areas to retain staff the whole year round would
help build skill and quality in tourism and contribute to more economic
value in the long term.

It would increase the likelihood of staff settling permanently in the area
with a positive impact on the local community and help build stronger
SME’'s and more sustainable employment in the area.

Such a program could (at least partially) make use of funds that is now
spent on unemployment benefits for seasonal workers in tourism.

Cooperation with the Directorate of Labour is important
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