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Preface

This report is a comparative in depth-study of the innovative processes
taking place at the loca community level in the northern Nordic
peripheries. Professor Nils Aarsagher from the University of Tromsg has
coordinated the project team ‘Institutions and Innovations consisting of
researchers from the University of Iceland (Reykjavik), the Research
Centre on Local and Regiona Development (Klaksvik, Faroe Islands),
the University of Copenhagen, the Swedish Agricultural University
(Uppsala), Lapland University (Finland), Bodg University College and
the University of Tromsg. The report explores innovative practices as
well asthe political contexts in which these practices thrive.

The project is part of the second phase of the Nordic research
programme Future Challenges and Institutional Preconditions for
Regional Development Policy. The programme was commissioned by the
Nordic Council of Ministers / Nordic Senior Officials Committee for
regional Policy (NERP). The pilot phase of the project was reported in
2000. The first phase of the programme (2000-2002) was reported
through eight published studies in 2002. The reports from six separate
projects in the second phase (2003-2004) of the programme will be
published successively through the autumn of 2004 together with a
summary of the programme.

Nordregio wishes to thank the project team as well as the members
of the Programme Steering Committee: Bue Nielsen (Denmark), Janne
Antikainen (Finland), Kristin Nakken (Norway), Nicklas Liss-Larsson
(Sweden), Kjartan Kristiansen (Faroe Islands), Bjarne Lindstrom (Aland
Islands) and Hallgeir Aalbu (Nordregio).

Stockholm, August 2004






Author’s preface

This report is a collective, Nordic endeavour in applied social research. A
total of 14 researchers from lceland, The Faroe Islands, Denmark,
Norway, Sweden and Finland have collaborated to design and implement
this study of innovations in Nordic municipaities. During the project
period, the research team have conducted three workshops (in Roskilde,
in Rovaniemi, and in Enonteki®) to standardize the research and to
discuss and compare preliminary findings.

Politicians, administrators and innovators from 21 Nordic
municipalities have reserved time for interviews and discussions. To
them, we are most thankful. Without their help and willingness, such a
study would have been impossible to accomplish. We hope that the
dissemination of the results, in two planned user — researcher workshops
autumn 2004, will give something back in the form of learning across
municipal, national and professional borders.

At the Tromsg secretariat, Brynhild Grands competently replaced
Jochen Peters, who administered the project in the first phase. Brynhild,
together with Nils Aarsagther, and assisted by Thomas Hasvold and Mary
Jones have had the challenging job of turning six individual chapter drafts
into a common language format, while at the same time allowing for
substantial variations in their contents. Maps have been prepared by Einar
Hamnvik.

The material collected and the analyses provided have a richness
that can only partially be presented in the attempt at synthesizing in the
final chapter. The 62 stories of successful innovations and the conceptual
approach of this study will no doubt generate more scientific elaboration
in the future. And we hope that the collaboration in the research network
and the researcher — user connection established will be useful to regional
scientists, Nordic policy-makers and the practitioners in the
municipalities.

Tromsg, August 2004
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Chapter 1

| nnovations and Institutionsin the North

Nils Aarsagther and Leena Suopajarvi

I ntroduction

The aim of this project is to study the relationship between the municipal
institution and recent innovations in the Nordic periphery. The reasons
for undertaking such a study are fairly obvious. nowadays, it has become
the norm to highlight a region’ s innovative capacities as a crucial element
in strategies for its development. In the Nordic periphery, local
government has acquired a strong position in society, so thereis a definite
interest in studying the relation between innovative processes and the
operation of the municipal institution.

A total of 21 Nordic municipalities have been studied in this
project. In many respects, the area covered by the municipalities in this
study may be characterized as part of the extreme periphery of Finland,
Sweden, Norway, the Faroe Idands and Iceland, respectively. In this
introductory chapter, we shall present and discuss the objectives of the
research as well asits theoretical foundations and methods.

Innovation for survival

Innovative capacities and their prerequisites are by no means evenly
spread throughout nations and regions. In the resource-based
communities of the Nordic periphery, where a lack of formal skills and
problems of market access represent grave problems, one would expect to
find a smaler number of innovative practices, compared to cities and
regional centres. But despite their many handicaps, it is hard to imagine
that places in the periphery could survive today without at least some
space for innovative activity. In a situation where industrial restructuring
and a reduction in the number of central government transfers have
occurred, people, firms and ingtitutions in the periphery now have to
respond in increasingly innovative ways to the challenges of the post-
industrial era. In order for places and municipalities in the periphery to
survive, innovative practices' should thus be regarded as indispensable.

! See section 1.2 of this chapter for adefinition of this term.



Sometimes the question is raised as to why people should inhabit
places in the extreme periphery. One obvious answer is that some people
choose to live there by their own accord, whilst others move to live
elsewhere. Easy access to the natural environment and a favourable social
atmosphere are the reasons often cited by inhabitants, as well as by young
people.? In addition, the localities in the peripheral regions are linked to
the utilization of valuable natural resources; however, this increasingly
takes the form of landscapes for tourist consumption.

Innovative activities aways relate to socia and politica
institutions of some kind. Over the past decade or so, the municipality has
become a dominant institution in the Nordic periphery. This is due both
to the geographical extension of welfare state services provided at local
government level and to the municipality’s growth in relative importance,
in a situation where setbacks in the traditional manufacturing industries
have occurred. Furthermore, the municipality of today is more than an
umbrella institution covering a series of targeted welfare services, and it
is certainly not just a bureaucratic structure introduced into a rural and
sparsely populated area. Although its average size and the type of
mandate it is granted by national government and legislation may vary,
the Nordic type of municipality is an institution that assumes a broad
responsibility for the well-being of the people in its area, with the
securing of local employment opportunities as an ever-present task on its
agenda.’®

However, the municipality is not the sole provider of solutions to
local problems. Employment and welfare state development in the
periphery may, in principle, be secured by central government agencies
(including EU policies) and by the relocation of central government
agencies. In some instances, an expansion of decentralized central
government services has compensated, to a certain extent, for a loss of
jobs in manufacturing industries.” This is not the case in the regions we
have studied, however. There are central government agencies, as well as
EU-based programmes and programmes administered at a regional level,
that may sometimes bypass the municipality in order to assist new private
enterprises and people engaged in loca problem-solving effectively.
Nevertheless, it is very hard to imagine the mgjority of local innovative
activities operating without at least some reference to the municipal
institution. The present study is, to a certain extent, built on the results of

2 Bjgrndal & Aarsagher 2000.

3 Cf. Lidstrém 1996:18.

* The former steel works dominated municipaity Mo i Rana (Norway) is an
example of this, cf. Hansen & Selstad 1999:162.
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the Nordregio project, ‘Social Capital and Coping Strategies in the
Nordic peripheries’, reported in Bagrenholdt 2002.° This project’s point of
departure was to study processes of local development in Finland,
Sweden, the Faroe Islands, Iceland and Greenland (Norway was not
included). One of the findings of this project was that the role of the
municipality was important in the majority of the development projects
studied (ibid: 49).
This leads us to four research questions:

e To what extent can we find innovative activities in the
extreme Nordic periphery? How are innovations distributed in
kind and among the municipalities covered by this study?

e To what extent is the municipality a productive actor in
stimulating and managing innovative activities within its
territorial boundaries?

e What are the conditions for innovative activities to intersect
with the practices of the municipality, in such a way that
positive local development — measured, for example, by
population stability or growth — results from this interactive
process?

e What can different levels of government — local, regional and
central — learn from studies of initiating and implementing
innovations? What forms of policy may be conducive to
stimulating innovative activities in the periphery?

To answer these questions we first need a conceptual clarification
of what is meant by ‘innovation’ and how to deal with the municipality,
both as an area and as an institution. We shall then discuss what
conditions and factors are conducive to a successful integration of
municipal and innovative actions, and how knowledge produced that
relates to this subject may be disseminated and used by policy-makers.

An empirical research design will be developed for conducting the
study. Here we have chosen a case-study approach, with a large number
of cases. A survey technique can hardly satisfy validity requirements
when studying processes. In this project, we approach the empirical field
in an open-minded, ‘bottom-up’ way, by starting with a tentative
mapping of innovations, in a broad sense, regarding municipalitiesin the
first instance as the area delimited by geographical boundaries. This

® Bagenholdt, Jargen Ole: Coping Strategies and Regional Policies — Social
Capital in the Nordic Peripheries (Nordregio Report 2002:4)

11



broad approach means that we may, in principle, find some loca level
innovations bearing only a slight, or even no, relation to the municipal
ingtitution. And we may have municipal areas in which very few, if any,
innovations are to be found.

Building on this insight, the present study should be of
considerable interest, not only to socia scientists, but also to
practitioners, because the municipal institution may be regarded as a
useful instrument of policy development. It has proved effective in
extending the Nordic welfare state to rura and periphera areas in the
North. The present study should stimulate a discussion concerning the
municipalities potential to function additionally as an instrument in a
regional policy to stimulate innovative practices. In this respect, the
present study may have much of value to contribute to regional policy-
making in the Nordic countries when it comes to the question of how to
deal with the problems of the extreme periphery in the North.

I nterdisciplinary approach

In the present study, we want to examine in greater depth the processes
involving the local government system itself, in order to study the
relation between a municipal institution and local innovation. Innovation
studies and local government studies are often thought of as two separate
veins of knowledge production. Innovation studies are often undertaken
by economists and by geographers, while studies of local government
have traditionally been the domain of political scientists. Since regiona
policies have become a field of scientific inquiry, researchers from
different disciplinary backgrounds have had to co-operate, because
regional policies have transcended the classical public sector approach,
and have aso rendered too narrow classical economic theories.
Knowledge pertaining to an understanding of the cultural and spatial
terrain, policy instruments and institutional dynamics, and commercial
actors has to be integrated, in order to produce studies that can capture
the very complex processes of understanding and managing regional and
local development.

There seems, however, to be another shift in the organization of
knowledge production: regional policies have changed, from a paradigm
of regiona distribution and equalization measures to a paradigm of
stimulating innovations, by focusing on technology, knowledge centres
and economic growth (NordREFO 1994.3). Again, we may observe a
split, this time in the production of knowledge, to the extent that local
government is thought of solely as a public service provider, as in the
New Public Management usage. On the other hand, innovations are often
thought of as something that is driven by technological developments,
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which must therefore be understood to be linked to the leading scientific
institutions in metropolitan and regional centres. In the knowledge-based
information society, professionals in the science and technology sectors
occupy a key position. The OECD Committee for Scientific and
Technological Policy stresses the importance of the mobility of science
and technology workers between public and private sectors in terms of
economic development.® As a complementary approach to this
perspective, the present study is an attempt to relink studies of
innovations with studies of local government and locality development.
Hence, the present study is of an explicitly cross-disciplinary nature.

We have stated the need for a clarification of central concepts that
we shall use in the analysis. Firstly, we shall present a broad concept of
innovation; secondly, we shall discuss how to analyse the municipa
institution’ s involvement in the process of innovation.

A broad concept of ‘innovation’
Traditionaly, the concept of innovation has referred to new technical
ideas and new marketable products. Nowadays, however, the concept has
been widened and also refers to process innovations in production, supply
and service, and learning new ways of organizing work in companies.
Furthermore, the concept is no longer applied in the private sector alone,
as new modes of action are also demanded in the public sector.” In
network analysis it has been recognized that innovations are not just the
result of scientific and technological advances;, even technological
innovations may be regarded as socia constructs. The development of
innovative knowledge production is the result of science and technology
development, economic development, social changes and institutional
factors, aswell as mental frameworks.®

To conceptualize this broad terrain of innovative activities, we
have chosen a classical institutional approach of viewing society as made
up of distinct spheres or activity fields, each of them following their own
‘logic’ or rationality:

e  The business sphere, where market processes prevail.

e The public sphere, with democratic and bureaucratic
governance.

e The civil society sphere, in which cultural activities and the
formation of opinions, values and meanings take place in open

® OECD 1999:5.
" Hautamaki 1998:89.
8 Gilbert et al. 2001:2,3.
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daily-life discourses, including the field of voluntary
organizations.

In our concept of innovations, these may occur within each of these
spheres, not only in business, and not only in public sector set-ups, but
also outside the formalities of market and public services, in what is
called ‘the civil society’. Most people are by now used to thinking of
innovations in both business and public service sectors as something
rather obvious, but when the civil society is brought into a discussion of
innovations, it is most likely to be conceived of as a social environment,
in which innovations are implemented. Often, the civil society will be
thought of as the recipient of various business and public sector
innovations. It may respond to innovations in the business and public
sector, but it is not conceived of as a potentially innovative field or as an
actor in its own right. In this study, however, thisis exactly what we want
to highlight: what we perceive as the civil society's potential to create
new practices. In principle we shal treat the three fields equally in
respect of their potential to produce innovations in a specific loca
context.

A typical ‘civil society innovation’ may be the result of people
coming together to discuss the creation of a hew summer event for the
municipality — to highlight, for example, an aspect of the region's
historical heritage. Now, such a civil society initiative may get linked to
the municipality’s cultural policies and be supported by public funding.
In the implementation process, it may engage local businesses in
providing logistics and selling the event as a tourist magnet for
commercia purposes. Thus, it will sometimes be hard to distinguish
between real business, public or civil innovations. So even if we find
distinct business, public sector and civil society innovations, we shall also
find instances of innovations that combine elements from two or three of
these fields (see Fig. 1.1). In some cases it may be difficult to categorize
an innovation as belonging to just one of the types mentioned.
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Civil Municipal
sphere sphere

Business
sphere

Figurel.1

Nevertheless, the innovations we are looking for are, as far as
possible, selected to represent (at least at their point of departure) three
theoretically distinct, but also potentially overlapping social fields:

e |nnovations in the business field, where we have the
‘traditional’ innovation discourse.

* Innovations in the public sphere, within public service sectors
or as aresult of democratic participation.

e Innovations in the civil society, beyond the forma scope of
both politics and the market.

Socia/cultural, public sector and business innovations have been
elaborated separately in the research plan, but of course one important
task in the study is to look for elements of al three fields in the analysis
of the selected innovations. In the everyday life of people living in small
places these three fields are interlinked. It is also important to observe
that the three fields will always have extensions that stretch far beyond
the municipal borders. Loca innovations are not ‘local’, but invariably
have aspects of a multi-local or trans-local form.® One way of analysing
overlapping and extended activities of this kind is to acknowledge that a
new idea is at the core of the innovation, but its successful exploitation
demands networking. In Gilbert et a. (2001,1.2.), innovation networks
are defined as ‘...evolving from the dynamic and contingent linkage of
heter ogeneous units, each possessing different bundles of knowledge and
skill”. Hence, in order to put an innovative idea into practice, a network is

° Neil & Tykkulginen 1998:6.
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needed to overcome institutional or traditional limits, and to combine the
efforts of actors from different societal fields.™ Thus, our approach to
innovations will be the following:

By innovation we understand the process of bringing new solutions
to local problems, as responses to the challenges presented by the
transformation of an increasingly globalising and knowledge-based
economy. Innovations are new practices creating better conditions for
living, employment and economic activity in the localities.

Most often, innovations are not only the result of actions by local
inhabitants. they materialize in networks in which local and non-local
actors and ingtitutions are brought into relations with one another, often
across sector boundaries as well. Our criterion for including an
innovation is that it makes a difference locally, i.e. that it enhances the
welfare of at least some of the people living in the locality (in addition to
those people close to the person(s) responsible for the innovation). We
are looking for more than future plans and projects in the making. To
merit our attention, the innovations we wish to select for analysis must
have materialized and had a positive effect at a local or municipal level.
In al cases, we shall make an assessment of the societal effects of the
innovations, since we know that many of them are established on a
project basis, and are terminated when the project funding ceases. By our
definition, an innovation is something other, something more than a
project, since an innovation is expected to produce a result, more or less
tangible or more or less direct, of benefit to the people living in the
municipality. Nevertheless, the effect of participating in a process may
also be perceived as beneficial (learning, building networks, socia
capital) and will, in this respect, be regarded as tangible, in the same way
as other aspects of the innovation.

The types of innovations may differ between new commercial
products, income sources, learning practices, marketing networks and
events that contribute to identity construction, or most likely a
combination of some or al of these.

Transformative innovations?

Innovations will vary in their radical or ‘transformative’ character. An
innovation will qualify as transformative if it is a process/practice that
contributes significantly to the creation of new ways of sustaining
livelihood in Nordic periphery localities. In such cases, innovations
‘produce new places for local people in an increasingly knowledge-
based economy, which means that the innovations contribute to the

10 cf. Aarsaether & Baerenholdt 2001 25.
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creation of a post-industrial or post-Fordist local setting. Thus,
transformative innovations involve the emergence and productive use of
new connections, networks, meeting places, etc. Not al innovations are
transformative, however — some may achieve success by applying new
technology to produce or market well-known products. Also, innovations,
as we define them, need not be genuinely new: It isthe ‘new here’ or new
application of a known process, creatively, in alocal setting, that matters.
Establishing a chain outlet in fast food is not an innovation in itself, but
the marketing of local niche products within a chain store might qualify
as such.

Some examples of innovations that we consider to have a
transforming potential:

e Cultural economy innovations. new forms of tourism
(including festivals, markets, heritage and history projects,
etc.)™

e ‘'Soft’, socid, welfare facilities (for locals, but also for
visitors)

e High quality niche/unique products (foods, crafts, etc.)

e ICT-based productions and connections (including image
projects and distance booking offices)

e Technology development and testing, using climatic
conditions as an asset (car testing, etc.)

e Infrastructures and environments for business development
(incubators, business parks, funding networks)

To get some idea of which innovations have been implemented in
the municipalities selected for the study, we designed a research process
in three stages:

e Firstly, a group interview was held with political and
administrative leaders to draw up an inventory of innovations,
on the basis of the suggestions from members of the group.
This phase of the research produced more than 300 suggested
innovations in the 21 municipalities (see table 1.1).

e Secondly, we selected one innovation — preferably one with
transformative potential — within each of the three fields. In
municipalities where it might be problematic to select asingle
innovation within, for example, the business field, we have

! Priority has been given to having at least one cultural economy innovation
case in every municipality, if possible.
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allowed for one additional innovation to be selected. A
maximum of four innovations have thus been selected in each
of the 21 municipalities, and these will make up the data
material of a total of more than 70 innovations for closer
scrutiny (seetable 8.1).

e Thirdly, we have tried to analyse, by means of a ‘snowballing
technique’ ,** the process — a combination of actors and
relations — that may be linked to each selected innovation. In
this process, the innovator’s contact with the municipality is
explicitly studied (see Chapters 2-7).

In principle, we may be unable to come up with any examples, if
there have been very few innovative activities in a specific municipality,
or if there have been many plans and innovative projects, but none of
them have been redlized. By analysing as many as 21 different municipal
environments, we expect by our approach to generate a sufficient number
of cases that may be compared, with an aim of discerning patterns or
underlying dynamics that may further our understanding of innovative
activitiesin the Nordic periphery, and the role of the municipality in these
processes.

In this way, the main thrust of this study has been devoted to
‘rolling up’ the selected innovative processes relating to the selected
innovations in more detail. The informants approached have been the
persons most frequently mentioned in the focus group interviews as being
associated with each innovation. Some of these may be located outside
the municipality’s borders, and thus we have approached them by
telephone or e-mail for informal interviews. In this phase, the ‘how’
guestion has been the main focus, and critical phases in the innovation
process have been identified as:

. Initiative — whose idea was this?

. Process (support, barriers, implementation, continuity)
. Networking aspects of the innovation — outreach

e  Therole of the municipality in the process

. Local effects—direct and indirect

The actors involved were asked explicitly to make an assessment
of the role of the municipality in the innovation process, so that we could

12 This technique involves asking an interviewee to recommend other people to
talk to.
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analyse the same process from both outside and inside the municipal
organization.

Therole of the municipality

From earlier studies, also documented in several NordRefo/NordRegio
publications,* we know that municipalities in the Nordic periphery have
been active in supporting industrial development for along time. Parallel
with having a strong engagement in the development of modern welfare
state arrangements within education, health services, etc., municipalities
in the Nordic countries have, through a series of measures, been active in
creating new employment opportunities for their citizens. In the phase of
industrialization, the employment-creating strategies were spurred by the
need to replace jobs lost within traditional agriculture, herding, forestry
and fisheries with work in decentralized, often small-scale,
manufacturing industries. Also, by lobbying for improved transportation
facilities (roads, bridges, tunnels, airports), municipal leaders in the
periphery have worked to facilitate commuting to the growing regional
centres — a viable alternative for many who prefer to remain in the
outlying villages and towns.

Today, the industria strategy is no longer an option in the Nordic
high-cost labour markets, and we have selected municipalities located
beyond daily commuting range to the regional centres of the North.** This
means that the municipalities are left with two welfare development
options: either to persist in lobbying for compensatory measures for being
‘locked in’, or to develop strategies that try to exploit the new
possibilities created in a globalized economy, e.g. by means of the
transformation options presented in the preceding section of this chapter.

Rolesrelated to innovations

Our primary focus is on the municipality in its capacity as ‘local
developer’. Thisrole may be performed in avariety of ways, asitisnot a
mandatory task for the municipal leadership. At any rate, the processes of
local development within business and civil society are not at the core of
a municipality’s formal responsibilities. Passivity in matters of
development may, in theory, reflect a municipality minding its own
business in the delivery of public services, e.g. in a local environment
made up of a well-functioning commercial sector and a vibrant civic
community. However, in the regions we are studying, much evidence

13 Cf. NordREFO 1988, NordREFO 1988:2, NordREFO 1990:5.
4 Depending, of course, on whether or not Kiruna and Torino/Haparanda are
defined as regional centres.
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may be presented to underline the importance of the municipal institution
in enabling local development to take place in commercia and civil life.
In this study, we approach the municipalities by taking a bottom-up
approach, which means that we start by tracing the role of the
municipality in relation to an inventory of innovations in the municipal
area, and we progress by discussing the selection of cases in interviews
and in focus group sessions. From our interviews, we are thus also able to
discuss the role(s) taken on by the municipality in dealing with
innovations. Such roles (ranging from the least to the greatest
involvement) may involve the municipality acting as follows:

e Inaccessible — no role, or a negligible relation: At least
theoretically, and maybe often in large municipalities, there
may be important market innovations and civil society
innovations that do not involve the municipality at all. One
example might be village-based innovations that obtain
funding from regional, state or EU sources, bypassing the
municipal level; or, the municipal level may be involved only
in handling routine formalities, ratifications, etc.

e Obstacle — a negative responding role: The municipality may
have been approached, but with no positive, or even with a
negative response as a result. The innovation may
nevertheless have been set in train with the help of other
sources. Negative responses may be related to problematic
personal relations in small settings, for example. However, a
municipality may have good reasons for not supporting an
innovative project, if high risks are involved, together with a
need for funding from the municipal budget.

e Audience or supporter — a positive responding role, but
without obligations. One might query whether a merely
symbolic expression of support (the mayor’'s presence, etc.)
qualifies aone as ‘positive’, or whether such support is really
‘norole’.

e Facilitator —the municipality as ‘door opener’, ‘financier’ or
‘midwife’: The municipality is informed, or is asked to come
up with support for an innovation, and responds by mobilizing
parts of its organizational, economic or networking resources.

e Partner — actors from outside the municipal organization and
representatives from the municipality come together to work
out plans or strategies for a project that, in turn, is realized as
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alocal innovation. In such cases it may be hard to locate THE
initiator.

e [|nitiator —innovations are initiated from within the municipal
organization, by administrators and/or politicians, for example
by partisan initiatives from field administrators experiences,
from idea-mobilizing planning sessions and the like. The
problem with this roleis that it may be related to just the first
phase in a process, and we need another category to describe
the municipality if it is aso running the innovative process on
its own.

e Coordinator — the municipality is in charge, initiating and
implementing the process of innovation (mainly) by itself.
Thiswill be the normal role in public sector innovations.

There are three points that we have to make in presenting this role
repertoire. Firstly, innovations are processes, and during an innovative
‘run’, the role of the municipality may change, perhaps starting as
‘inaccessible’ but developing into ‘partner’, etc. Secondly, we should be
aware that the role of one municipality may vary in its handling of
different cases. And thirdly, the municipality’s co-ordinating role will be
evident, by definition, in amost all public welfare innovations, while
there will be much more variance in the role the municipality may adopt
when dealing with business and civil society-type innovations.

Although the role of a municipality may change and demonstrate
some inconsistency, we have also tried to elicit some general conceptions
of each municipality’s capacities in initiating or supporting innovations.
We have done this partly by means of focus group interview sessions,
where the respondents have been asked some broad questions about their
perceptions of the municipality’s capacities. We have aso tried to map
the policies and policy instruments of the municipality that are relevant in
dealing with innovations. In this part of the research, the aim is to arrive
at a characterization of the municipal organization’s general attitude, and
its capacities for dealing with innovative activities. In addition to the
interviews, development (‘strategic’) plans and formal arrangements (e.g.
funding arrangements, personnel alocated to development activities)
have been registered. We have checked the relevance of this information
in the follow-up studies of specific innovations.

By means of this research effort, we hope to be able to show how a
municipality relates to, and co-operates with, local and outside actors, and
how a democratic ingtitution like that of a municipality handles the
dynamic leadership challenges (entrepreneurial activities) that are typical
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of innovative processes. We also hope to illustrate the results obtained by
specific municipal arrangements, or by policies for stimulating local
development. What we are not in position to do, in the present study, isto
make an assessment of how the municipal organization itself and the
democratic processes have been affected by the municipality’s
involvement in innovation processes.

Local level processes and paths of development are very much
contingent on specific local settings, histories and events, but by looking
into a relatively large number of cases — both innovations and
municipalities — we hope to be able to identify some patterns and
mechanisms operating across municipalities and across national borders.
We shall return to this discussion in the last chapter, which will analyse
the conditions for a successful integration of innovations and municipal
activities.

Conditions  for  successful  innovation/municipality
integration

As stated, we perceive the municipal institution as having developed a
central position in periphera areas; even though other institutions and
organizations may have arole to play, we would expect the municipality
to play a leading role in dealing with the problems caused by
restructuring processes within businesses, as well as within welfare state
sectors. Due to the problem created by the disciplinary division of labour
within the social sciences, the role of the municipality may be almost
invisible in studies of innovations and local-level economic
restructuring.”® The point of departure for our study, however, is the
central role that Nordic municipalities may have in stimulating local-level
innovations, and our central research question is:

To what extent are today’ s municipalities effective institutions in creating
new opportunities for people and firms in the Nordic periphery, in a post-
industrial era?

To answer this question, we need to specify a framework within
which the municipal institution is placed. We are convinced that
structural conditions (size, location, occupational and demographic
structures), institutional conditions (e.g. the policy means available,
central-local relations), and the specific local capacities (leadership,
entrepreneurship, networking capacities) al influence the level of activity
and the outcome of the activities. On the basis of this reasoning, a simple

15 Cf. Neil & Tykkulginen 1998.
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model for studying the conditions for successful innovative practices may
be set out asfollows (Fig. 1.2):

EFFECTS

Institutional factors

v

Municipal institution

‘ Improved services

‘ Local economy

Structural factors | ¢ T L Demography

Innovations

A

Local capacities

T

Identity formation

Learning

Figurel1.2

This model is drawn to illustrate the interplay between the
municipal institution and local innovative practices, and how this is
conditioned by structural, institutional and local capacity factors. In
addition, the effects (and those affected) are on the right hand side,
including both substantial improvements within employment and
services, and the less tangible aspects, such as local identity formation
and learning capacities. Finally, a backwards loop is sketched, implying
that local learning from municipality/innovation practices may enhance
local capacities and have a potential impact on institutional factors. To
elaborate the reasoning underlying the model, we shall take a closer ook
at the factors and dynamics surrounding the innovative practices in the
peripheral municipalities.

Structural conditions

The first question to be answered is, what are the structural conditions for
a municipality to work proactively and take part in the processes of
economic and social innovation? Municipalities serve areas with
demographic and economic structures that may differ widely, relating to
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the challenges of the post-industrial society. Today it may be harder for
an industrialized municipality to cope with these challenges than a
municipality based on small-scale businesses. The educationa level of
the workforce may vary, as well as the proportion of pensioners, children
and people of employment age.

As for structura conditions, two factors are often mentioned as
being decisive concerning a municipality’s ability to offer a good
environment for innovative activities: its size and its location. In the
selection of municipalities for the present study, al are located in the
periphery, and most of them are small in population terms (fewer than
5,000 people). Nevertheless, we expect to find innovative activities
taking place in these areas. Firstly, because in small-scale settings, the
advantages of cross-cutting borders between the commercial, public and
civil fields are easier to exploit. In larger urban municipalities, we expect
innovators to be more likely to operate in a specialized mode within one
specific field, without having to take into consideration the potential
gains of linking up with other fields and sectors. In smaller areas,
however, there will be a constant intersection of business, public sector
and informal, daily-life practices. The critical mass for specialization to
be successful is scarcely likely to be reached, and the practitioner in each
societal field will have to choose between operating with very few
immediate colleagues within the specidist field, or relating to actors
whose identity and competence lie in other fields. In itself, the latter
mode of action will be conducive to innovative behaviour, because new
ideas and practices normally occur when it is perceived that elements
from different fields may be combined for new purposes.

In this respect, furthermore, there may be more than one side to the
guestion of long distances and a peripheral location. Without easy access
to services and commodities, people in distant places will have to
improvise when challenged with problems that need immediate solutions,
when spare parts are difficult to get hold of, for instance. A competence
in meeting and solving problemsin avariety of waysis almost mandatory
in firms aswell asin public services in the peripheral municipalities.

Thus, smallness of size and a peripheral location do not necessarily
preclude innovative practices in a municipality. These handicaps may
lead to stagnation, of course, but in principle the cross-cutting between
socia fields and the self-reliance linked to a competence in improved
problem-solving, typical of socia life in these settings, are elements that
lie at the core of the concept of innovation.
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In discussing the specific and often contingent factors behind the
success stories, one should consider two general factors that seem to
underpin a development against the centralization tidal wave:

e  Firdtly, the availability of modern communication technology,
rendering physical location somewhat irrelevant (in certain
instances). ‘New economy’ innovations are typical of this
trend.

e  Secondly, the possibility of ‘re-inventing’ natural and cultural
resources, in the form of tourism-oriented ‘landscaping’ and
niche products for export. This entails the use of exclusive,
place-bound assets and artefacts, thus attracting people and
activities to a particular location.

I nstitutional conditions

We know that institutional conditions are important, and these vary in
several ways, within the politico-administrative environment offered by
each Nordic country, for example, even though we often speak of a
‘Nordic model’. Sweden and Finland adhere to EU-type regional policies,
while Norway, Iceland and the Faroe Islands have other arrangements for
regional development. The level of support offered by centrd
government for local development purposes also varies between the
Nordic countries. Some municipalities have developed their own policies
concerning personnel and funding arrangements for local business
development; others rely more on private initiatives and the possibility of
linking private initiatives to funding arrangements at regional and central
level (including the EU).

Hence, a task for the social scientist is to map the social space
where actors and groups of actors are defined by their relative positions
within this space.® This basic starting-point, the study of networks, i.e.
relations and agents' positions in the field, may be operationalized as an
actor's political opportunity structure. The concept of political
opportunity structure™’ is a concept developed in the field of research into
social movements.”® Although the role of the centralized state-order is
changing, it is not withering away. Hence, in comparative research, it is
important to study the state, not as a homogeneous totality, but as a result
of an interplay between several political arenas, including the global one.

'® Bourdieu 1985:196.

YThe concept ‘political’ refers not just to politics, but rather to the idea of policy
making, which also includes social and cultural aspects in the coping strategies
of the agent.

' Kries et al. 1995,
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Therole of the state is changing, but formal governmental institutions are
still important from alocal point of view. They provide access to a stable
pool of resources, professional talent and linkage to a wider decision-
making process. Everyday politics finds its way through the routinization
of the practices, and hence informal procedures and prevailing strategies
also have arole to play when considering alocal actor’s opportunities for
successful policy-making.™

Local capacities

Municipalities have, to varying degrees, developed capacities for action
due, for example, to political and administrative leadership cultures,
learning potentials, networking capacities and turnover problems. Since
at least some small localities seem to prosper, including a number that are
beyond commuting distance to the regional centres, this means that some
people prefer to live there, and they are by no means ‘locked in’ in
today’s mobile world. To understand this, a concept of identity may be
applied at both an individual and a group level. At the individual level,
this refers to an understanding of oneself as a member of a community
that is part of something larger: ultimately, the globa society. A
subjective identity is, in this respect, not a static entity but a process of
continuous choice and change.

At the collective level, the construction of a group or a community
is an achievement in itself — whatever the basis for the construction of a
shared identity. A widely-shared idea is that collective identity is a
relational concept: it refers to a group of people who have something in
common with each other that significantly distinguishes them from the
‘others’. Identity is a political concept, in the sense that it places
individuals in a certain position in relation to the world around them. For
example, by defining a northern locality as part of the periphery, we
construct a paradigm of centre-periphery relations, in which the ideas of
the centre rule and the locality is perceived as a powerless agent trying to
adapt to the situation.

Identities are never constructed in a vacuum. Kries et al.
(1995:xiv), in their study of social movements, point out that in every
country there are traditional political conflicts, rooted in social and
cultura cleavages. According to their research, there are four traditional
cleavages that influence the formation of an actor’s identity and position:
the centre-periphery cleavage, the urban-rural cleavage, religious

¥ibid. 26-35.
D Hall 1992:277.
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cleavage and class cleavages® Their hypothesis is that traditional
cleavages have to break down, before there can be room for the
construction of new identities. When we study specific localities, we
would expect cleavages to form part of the local setting; however, instead
of just highlighting them, we are interested in how they are handled in
daily life and in developmental practices that demand co-operation. A
shared identity is the result of communication, reciprocal relations and
trust. In this sense, the concept of collective identity is connected to the
idea of social capital, usually understood as networks, trust and norms of
reciprocity.?

Social capital studiesindicate that if the horizontal ties between the
members of a community are strong and reciprocal, information spreads
without barriers and people can trust each other. Robert Puthnam has
argued that sociad capital is a necessary condition for economic
development (Putnam 1993:169). There are opinions for and against
Putnam’ s argument,?® which basically relates the concept of social capital
to the economic sphere of life. Nevertheless, research on social capital
will guide us to study the social construction of the locality in a broader
sense. In this respect it is important to remember that the northern
localities in question are quite small, and that the role of the key actorsin
innovation processes at a local level is crucia. Every member of the
community brings also his’/her personal cultural or human capital to the
group, and people who have relations with decision-makers outside the
community, for example, may be irreplaceable.?

The model presented here is not intended to provide a framework
for testing specific hypotheses; rather, it is a way of structuring the
arguments concerning relations between municipalities and innovation
processes, studied by means of a case approach that takes into account the
impulses from, and linkages to, outside factors. In this respect, the model
bears a strong resemblance to Neil & Tykkuldinen's multicausal theory
on local economic development. Their approach differs from the one we
have developed, due to the broad definition of innovations in the present
study (not only in the economic sphere, in other words), and because of
the focal role we have given to the municipality in studies of innovation
at aloca level.

2 Kriesi et al. 1995:3-19.

2 pytnam 1993, Warner 1999:373.

23 Cf. Hjerppe 1998, Helliwell 1996.
2 Aarsaether & Baerenholdt 2001:24.
% Neil & Tykkuléinen 1998:349 ff.
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Resear ch design and the process of mapping innovations

Successes, not failures

Methodically, we have focused on the (relative) successes, rather than
describing ambitious projects that are at present in a planning phase
(there are several of these) or innovative projects that have failed (there
are severa of these as welll). This means that we have refrained from
trying to map all the innovative projects in the municipalities: we have
concentrated on descriptions and analyses of a limited number of
successful ones in each municipality. On the other hand, we have not
selected outstandingly ‘innovative municipalities in our study; the
approach we have chosen will, in principle, alow for a comparison of
municipalities, aswell as of innovative processes.

As to size, most of the selected municipalities are quite small,
reflecting the span in average municipality size within the Nordic
countries. Some of the Swedish ones are larger in terms of population
numbers (Kiruna and Kalix), as is Finnish Tornio, while Rast (Norway)
and Leirvikar (the Faroe Idands) have fewer than 1,000 inhabitants.
Thus, we are able to discuss the effects of municipal size (structural), to
the extent that we encounter differences in how municipalities relate to
local innovations.

Underlying the selection of municipalities is the observation that in
the Nordic periphery, the question of whether its context is
coastal/fisheries related, or related to an agriculture-forestry/industrial
environment, is of considerable relevance®® The latter context is to be
found in the Tornedalen region (plus the municipality of Kalix in
Sweden), whilst a coastal context is provided by the selected
municipalities from the Lofoten region of Norway, and from Iceland and
the Faroe Islands. The municipalities are thus grouped into ‘ Eastern’ and
‘Western' sections. The Eastern section comprises the thirteen
municipalities covered by the Tornedalen regional co-operation, plus
Kaix in Sweden. The Western section comprises fishery-related
municipalities in the Norwegian Lofoten region, the Faroe Islands and
Iceland.

% Cf. Bagenhol dt 2002:34-35.
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Table 1.1: Overview of Western and Eastern section municipalities included in

the research project

Western section

7 miinicinalities
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The Nordic countries, showing municipalities included in the research project.
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The research has been carried out by six sub-teams. A total of fifteen
researchers, from six Nordic countries, have been involved in the project
(seeTable 1.2).

Table 1.2: Researchersinvolved, their institutions and the research teams

Finnish team Swedish team
Leena Suopajarvi, Tarja Saarelainen Cecilia Waldenstdm, Karin Beland Lindahl
and Seppo Aho, and Emil Sandstrom,
University of Lapland Swedish University of Agricultural Sciences
Norwegian team (east) I celandic team
Torill Nyseth and Nils Aarsagher, Gunnar Thér Jéhannesson
University of Tromsg and Unnur Dis Skaptadottir,
University of Iceland
Faroese team Norwegian team (west)
Martha Myri and Olga Biskopstg, Asbjarn Rgiseland, Bodg University
Center for Local and Regional College
Development Brynhild Granas, University of Tromsa

The timescale of the study is limited to projects initiated in the
1990s, and we have selected innovations that have materialized in such a
way that they are till running, or were still having a positive effect at the
time of the study (2003-2004). But since our focus is on innovations,
rather than on firms, festivals, etc. in themselves, we shall analyse
innovations taking place in units that may, in some instances, have been
started along time ago.

In order to collect data, a number of semi-structured interviews
with focus groups and with individual key informants in each of the 21
municipalities were implemented during the summer and autumn of
2003. In the first round of interviews with focus groups, a total of 311
innovations were mapped (see Table 1.3 below).
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Table 1.3: Mapping innovations in 21 Nordic municipalities. Data from group
interviews.

ol 2| gl ¢

LRI
change| Areal £ 3 % 2 = 2 é =
Municipality] Popul. 2004 1995-2000] km2) a = E el 5 € c_‘S‘
Tornio 22155  -2.33%| 1227 6 4 3l 13
Ylitornio 5330]  -8,19%| 2207 5 7 5] 17
Kolari 3011 -1126%| 2618 5 5 6] 16
- Pello 4625 10,80 %] 1866 6 4 4 14
3 Enontekio 2073 -11,11%| 8464 7 5 5| 17
i Muonio 2460  -6,89%| 1820 7 4 2| 13
Kiruna 23407  -5,85%| 19447 7l 10 3l 20
Pajala 7053  -7,87%| 7866 8 8 2| 18
c Overtorneé 5331] -7.60%| 2374 gl 14 A
- 2 Haparanda 10341 -4,09 % 919 4 7 1 12
Sl 4 Kalix 17702]  -5,10%| 1799 2 9 AR
° Storfjord 1911] -346%| 1538 6 4 3| 13
g Kéfjord 23s0 1151 oo7| 4 7| 4] s
il Kautokeino 3007 -2.32%| 9704 5 8 Y
g Rost 623] 390%| w4 5l 4 1
_§ Vestvagay 10811 -038%| 421 4 4 3] 11
< £ |_isafjarsarbeer 4153| -845%| 2416 8 8 1| 17
> 8 Hornafjordur 2332 -3,27| 6317 8 6 1 15
c| o Leirvikar 884| 11,07 % 11 3 3 4 10
7|8 Gota 1043] 1125% 31| 3] 3] 6] 12
2| F Fuglafjardar 1591 8,95 % 23 4 6 6] 16
SUM 133083 114] 129] e8] 311

The project is based on case methodology, but includes a rather
large number of cases, something that may facilitate an analysis of trends
and structures in the data material. Some key figures relating to size and
population development are presented in the table, together with the
results of an inventory of innovations from the focus group interviews.
The numbers in this section represent summarized suggestions from
municipal leaders, who were asked to come up with examples of recent,
successful innovations within the fields of business, the public sector and
civil society.

As to population development in the selected municipalities, most
of them have experienced a decline in numbers of inhabitants during the
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period 1995-2000. In the following chapters, the differences between the
municipalities within each region will be presented in more detail;
updated population statistics (for the years 2003, 2004) show, in fact, that
since 2000 there has been an overall tendency towards a stabilization in
population numbers.

From the table, we can see that the number of suggested
innovations does not differ very much between the municipalities. The
‘best’ one, in this respect, is Swedish Overtorned, with 24 cases, while
Faroese Leirvikar has the lowest score, with ten cases. We may aso
observe that the difference between the largest and the smallest
municipalities is not very great with respect to suggested innovations.
Kiruna (population 23,000) has twenty suggestions, while there are
eleven in Rest (population 600). This does not mean that innovative
activities are more commonplace in small municipal settings: it would be
more correct to say that the scope of a 2-3 hour group interview probably
does not allow for more than about twenty suggestions. In a place such as
Kiruna, there must be a number of initiatives and innovations that we
have not been able to register in the course of one group interview.

The main result of the mapping, however, is the total number of
311 innovations, and their fairly even distribution between the business,
public and civil society sectors.

When asked about examples of innovations that have emerged
during the last decade or so, i.e. innovations that have produced positive
results, the local leaders have come up with an average of fifteen
innovations in these periphery municipalities. We find this to be of great
interest, as it shows that municipal officers and politicians are aware of
what is going on in the business and civil society fields as well, and that
they have no problem in dealing with the term ‘innovation’ in a broad
sense. We may therefore conclude that in every municipality we have
visited, municipal leaders have taken an active part in discussions
concerning the most successful innovationsin their locality.

This result may not surprise people who are acquainted with the
practices of municipal leadersin the Nordic periphery. Most peoplein the
Nordic countries live far away from the regions we have studied,
however, and there are certainly myths and conceptions of the North that
describe the northern population as being dependent on traditional ways
of living, in addition to receiving central government subsidies. Hence,
the scope of the innovative activities reported implies a strong refutation
of conceptions of the northern periphery as backward-looking and
passive. We may safely conclude that even outside the urban regions of
the North, innovative activities are awarded a great deal of attention.
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The distribution between the three sectors is interesting — we have
registered the largest number of innovations to have taken place in the
public sector, closely followed by the business sector, whereas there have
been fewer innovations outside the business and public sectors. In some
of the municipalities, only one innovation was suggested within the civil
society field. This may be explained by a traditional perception of the
term ‘innovation’: that this has something to do with the business sector,
and that it is not usual to speak of innovation in the civil society sphere.

The selection of innovations for a follow-up study in a snowballing
mode produced 76 processes of innovation for closer scrutiny; in each
municipality one innovation was selected within the business sector and
one within the public sector, as well as one civil society innovation (see
Table 8.1).” It would have been very difficult, and almost meaningless,
to standardize an approach to the ‘snowballing’ phase of the research.
The research teams have been careful to stop at the moment of data
saturation, if the additional interview does not add more information, and
have also set a limit in cases where there was literally no end to the
networking connections.

In the following chapters (Chapters 2-7) the researchers engaged in
the project will present studies of innovations in the respective regions
covered, starting with the Western section (Iceland, the Faroe Islands, and
the Lofoten region of Norway), and moving on to the Eastern section (the
Swedish, Finnish and Norwegian Tornedalsrad members, plus Kalix in
Sweden). Finally, in Chapter 8, we shall try to present an overal
summary of the results, and we shall discuss the potential use of this
study in terms of regional and local government policy development.

" The term ‘within’ is a little deceptive here, because in fact many innovations
turn out to have mixed origins, and almost al of them involve partnerships,
networking and effects that involve the business and public sectors, and civil
society. In most cases, however, it is possible to identify a leaning towards one
of the three societal sectors.
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Chapter 2

| nstitutions and I nnovations
The case of three municipalitiesin the Faroe Islands

Martha Myri and Olga Biskopstg

I ntroduction

The economic crisis in the early 1990s demonstrated the cost of being
completely dependent on fisheries and the fishing industry. Unemploy-
ment increased to around 25% and the Faroese population experienced a
decline of more than 10% (Apostle et a., 2002, p.14). The central ad-
ministration soon realized that there was a need for a policy of innova
tions, to make it possible for a more varied business structure to emerge.
The intensity and success of that policy may be questioned; however, this
project does not focus on innovation policies at a central level, but at a
municipal level. On the basis of qualitative data, the extent to which insti-
tutional factors stimulate or inhibit innovation at a local level will be dis-
cussed.

The focus here is not on business innovations aone, because inno-
vations in other areas are important for the wellbeing and stability of a
small peripheral society, and may also have a spill-over effect on the suc-
cess and innovative nature of the business sector.

In this study, the Faroe Islands are seen as a periphery in a Nordic
context. Therefore, the three selected municipalities may be perceived as
periphera municipalities, although they are not viewed as such in a
Faroese context. They were selected because they are in the same re-
gional area and are perceived as innovative in al three fields that are be-
ing explored.

This paper is primarily a descriptive investigation of nine innova
tions in three Faroese municipalities. Firstly, there will be a brief descrip-
tion of the municipal structure in the Faroes and a comparative descrip-
tion of the selected municipalities. The focus is mainly on their develop-
mental history over the past twenty years or so. Next, the innovation
process of the selected innovations will be analysed. Finally, there will be
a comparative evaluation of the municipal institutions and their role in
local innovations.
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The analysis of the Faroese case will frequently use terms applied
to the roles of the municipalities and types of innovations described in the
introductory chapter.

The Municipal Structure of the Faroe I lands

When comparing the innovative capacity of Faroese municipalities to that
of other municipalities in larger Nordic countries, it is important to rec-
ognize the significance of the municipal structure of the Faroe Islands as
awhole. The Faroe Islands currently consist of 48 municipalities,* vary-
ing in size from only 20 inhabitants to around 18,500 inhabitants. The
municipalities are spread over the country. The three selected municipali-
tiesin this project are highlighted in the map below.

The Faroe Islands Region
Scale 1: 350 000
[ 10
Key to the symbols:
© Heights
@ Center
Densely populated area
— |mportant trunk roads
= Liss impartan! roads
Farry
Municipaiities
Highland
Land
[ sea
&
J
o F 80 100
—_ )

The Northern parts of the Faroe Islands, indicating the localisation of
Fuglafjerour, Geta and Leirvik.

! Since the 2000 municipal elections, several municipalities have amalgamated
voluntarily. Therefore, the number of municipalities in the 2004 municipal €lec-
tions decreased to approx. 35 municipalities.
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The table below further emphasizes the small size of the Faroese munici-
palities: 29 of the 48 municipalities have fewer than 500 inhabitants.

Table 2.1: Population by size groups, 2003. Source: Hagstovan Fgroyar.

Population Number of
municipalities

20-199 17
200-499 12
500-999 8
1.000-1.999 8
2.000-4.999 2
<5.000 1

The Faroese municipalities are also small in a Nordic context, as
table 2.2 (below) shows.

Table 2.2: Sze of Municipalitiesin the Nordic Countries.
Source; Statistics Faroe Islands, 2001 in Holm and Mortensen, Forthcoming.

Number of Number of Mean population

inhabitants municipalities in the

muncipalities*

Denmark 5.3 mill 275 19.000*
Finland 5.2 mill 452 11.000*
Norway 4.5 mill 435 10.000*
Sweden 8.9 mill 288 31.000*
Iceland 280.000 124 2.300*
Faroe Islands 46.000 48 1000*

*Approximations to the nearest 000. All figures are from 1999, except the Faroese
figures, which are from 2000.

The positive side of this is that there are easy channels of com-
munication between the municipal authorities and the local people. How-
ever, this also means that the financial and administrative capacities are
very limited. In turn, many municipalities complain about the unclear
division of responsibilities between the central administration and the
municipal institution. Below some of the most important areas that the
Faroese municipalities are responsible for according to law are listed.
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Protection services: fire fighting service and consumer protection
(food contral).

Environmental services:. environmental control, local roads and
planning.

Personal services. child- and daycare, housing/planning and cer-
tain areas of the education, health and socia services.
Recreational services. sports facilities, museums, libraries and
other cultura facilities.

Commercial and promational services. the physical infrastructure
and local economic affairs.

Source: Holm and Mortensen, forthcoming.

These services are financed through municipal taxes and limited
loans from the central authority. Municipalities with fewer than 500 in-
habitants are not obliged to fulfil all the municipal functions set out in
municipal law. This means that many municipalities do not provide all
the services for their inhabitants. These services are then either provided
by the central administration, by larger neighbouring municipalities or in
co-operation with other municipalities.

It is aso important to mention their small administrative capacity.
Data from 1997 shows that fourteen of the 48 municipalities do not em-
ploy a secretary, and many of the 48 municipality offices are open for
only a few hours a week.? This changed with the 2000 municipal law,
which demands that mayors in municipalities with more than 500 inhabi-
tants be employed as mayors on a half- or full-time basis.

Of the three selected municipalities for this project, Fuglafjerdur is
the largest. The administration in Fuglafjerdur consists of eight full-time
staff. In Leirvik there are four full-time staff. In Ggta there is just the
mayor, working part-time, and two full-time staff.

Three municipalitiesin profile

Fuglafjarour, Geta and Leirvik are al neighbouring municipalities, situ-
ated on the eastern side of Eysturoy. As shown in the map (above), Fug-
lafjerdur is the municipality to the north, Ggta is the one inbetween, and
Leirvik is furthest to the south. Fuglafjerdur is almost twice the size of
Ggta and Leirvik separately, but together they are larger than Fug-
lafjardur, which makes for a good balance of co-operation between the
three villages.

2 Holm and Mortensen, forthcoming.
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The small size of Ggta and Leirvik has meant that they have had to
co-operate with other municipalities in order to meet the needs of all their
inhabitants. There has therefore been co-operation between these three
municipalities in various matters, e.g. the secondary school in Fug-
lafjgrour and the sports hall in Kambsdalur (a small village in Fug-
lafjardur).

Leirvik consists only of one village, whereas the other two munici-
palities each have several settlements.

There will now be a closer look at the developmental history of
these three municipalities over the past twenty years or so. Here, changes
in population and unemployment rates, policy changes and business
structure will be explored.

Population growth

Fuglafjarour is considerably larger than the other two municipalities.
Fuglafjerdur has approx. 1,600 inhabitants, while Ggta and Leirvik today
consist of approx. 1,000 and 900 inhabitants respectively. The economic
crisis that hit the whole of the Faroe Islands in the early 1990s was aso
experienced in these municipalities. In Fuglafjerdur the population de-
cline was steeper than in Ggta and Leirvik. However, the past eight years
have been positive for these three municipalities. they have all experi-
enced a continuous increase in the population, and for Fuglafjardur this
means that it has almost reached the population level it had in the mid-
1980s.
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Figure 2.1: Population growth in Fuglafjerdur, Leirvik and Geta, 1950 —2003.
Source: Hagstova Faroya

What is also significant for these three municipalitiesis that young people
tend to stay longer compared with young people in other municipalities,
who leave early in order to obtain further education. One explanation for
this, of course, is the upper secondary school and business school (at up-
per secondary level) in Kambsdalur (in Fuglafjerdur), which means that
the young people are able to stay and receive further education in the
area.

The prospects for population stability and growth are good.
Though there are some problems with housing facilities, there are good
childcare services. The work opportunities are also relatively good, and
will become even better for women when the old people’s homes in Ggta
and Leirvik open in 2004. The areais well located geographically, which
means that there are good travel opportunities (one hour by car) to the
capital Torshavn, where most of the public sector administration is lo-
cated. The area also provides good leisure opportunities, with relatively
good indoor and outdoor sports facilities, an arts centre, a sports hall, two
swimming pools, three football pitches, several sports organizations,
scouts, choirs, music bands, churches, etc.
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Unemployment

There is no data on unemployment rates for the municipalities before
1993. However, unemployment as a concept was not common in the
Faroes prior to 1990. The Faroese factories even had to import a work-
force in the 1980s. The effects of the economic crisis in the 1990s are
very visible when looking at unemployment levels. As shown in Figure
2.2 (below), unemployment in these municipalities peaked in December
1993, and then gradually decreased, leaving virtually no unemployment
in these three municipalities. However, it is not known what impact the
current crises within the salmon farming industry will have on the level
of unemployment.

% Unemployment, 16-66 years
30 -
25 4
20 -
15 4
10 4
5
1993 1994 1995 1996 1997 1998 2001
Fuglafjaroar M Leirvik H Ggta

Figure 2.2: Unemployment in Fuglafjerdur, Geta and Leirvik, 1993-2001.
Source: Hagstova Faroya

The changes in the unemployment level of these three munici-
palities reflect the situation in the Faroe Islands as a whole. Figure 2.2
shows that the effects of the economic crisis were not as dramatic in Ggta
as in Fuglafjerd and Leirvik, partly due to a more varied business struc-
ture in Ggta. The relatively short-term effects of the economic crisis are
primarily the result of good fish catches in the late 1990s, but they also
reflect flexibility and an ability to adapt to new circumstances.

The flexibility of the Faroese workforce may be illustrated by an
example from Ggta. Like the rest of the Faroes, the economic crisis hit
the construction sector in Ggta especially hard. In this case, however, a
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few unemployed carpenters and electricians joined some well-known
fishermen and bought a trawler. In this way, they created their own jobs
and went fishing for a number of years. Thus, instead of staying unem-
ployed at home, they became active in creating economic growth, and
when conditions on land had improved many of them sold their shares at
ten times the original price and returned to their old jobs.

Business structure

Fisheries and the fishing industry play a crucia part in the primary, sec-
ondary and tertiary sectors of these municipalities. This varies from
catching fish to processing fish, as well as the provision of services and
equipment for the fishing industry.

Traditionally, Fuglafjerour has been an industrial town. However,
the industry is becoming more advanced, i.e. producing more advanced
fish products. The business sector is aso becoming more service-
orientated, producing equipment for the fishing industry. Fish farming
has also been important to the area, especially the companies Havsbrin,
which produces fish feed, and Vénin, which produces primarily trawls,
but also cages for the fish-farming industry.

Leirvik has traditionally been dominated by coastal fishing, and to
a certain extent it still is. Fish processing has become most important to
the economy of the village, however, and the village has four fish proc-
essing plants. New vessels are currently replacing the village fishing
fleet.

Because fishermen in Ggta had to travel a long distance to reach
the fishing banks, coastal fishing never became important there. Long
distance fishing has been of immense importance to the municipality, on
the other hand, and thisis still the case. Compared to Leirvik, the villages
in the municipality of Ggta have a more varied business structure. This
spans fish-processing factories, a knitwear factory, a printing house, a
window manufacturer, a transport company and a company that produces
equipment for the fishing and building industries.

In recent years, al three municipalities have experienced new
businesses starting up within the building sector and in consultation ser-
vices. Tourism also seems to have gained more attention from the mu-
nicipal authorities. Nevertheless, the importance of these is limited com-
pared to fish-related businesses, and they are to some extent dependent on
the success of the fishing industry. Fish farming strengthened the econ-
omy, but has proven to be fragile with regard to fluctuations in the global
market and fish sickness.

The flexibility of the business sector and the ability of the labour
market to adapt to changing circumstances in the global market, as well



as fluctuations in fish stocks, has been an important strength in this area.
Industry in this area is becoming increasingly more professional, which
means that there are some job opportunities for educated people, includ-
ing those with a higher education. However, the business structure is still
very dependent on the fishing industry. The economies of these three
municipalities therefore remain very fragile with regard to global and
natural fluctuations.

Policy changes

The Faroese municipalities have traditionally focused particularly on, and
alocated tax income to, hard common goods, e.g. harbours, roads and
creating spaces for houses and business companies. Now there has been a
change towards spending tax income on soft common goods, e.g. child-
care, old people's homes and facilities for social activities. There are a
number of reasons for this shift in policy priorities. Firstly, there has been
an increasing demand from inhabitants for these facilities and secondly,
these services have been neglected by the central authorities. Thistrend is
also true of these three municipalities. Nurseries, old peopl€e s homes and
facilities for socia activities have been built within the last ten years, or
are in the process of being built. These are all innovations within the
sphere of public services, for which the municipal institution has taken
responsibility. The provision of old peopl€e' s homes, however, isin reality
the responsibility of central government.

Theresearch and findings
These municipalities have been selected because this is a dynamic area
where many new things are happening. It is interesting, therefore, to ex-
plore innovations in the area, and how they have developed. In our view,
the area has high levels of cultural, human and socia capital character-
ized by high levels of reciprocity, trust, friendship and networks within
the community. This is also reflected in a relatively stable population
growth, low unemployment levels and a strong business sector.

Nevertheless, as in many small communities, we would expect the
rule of nepotism to apply, making it difficult for newcomers to become
innovators. Nepotism is controlled by an informal power structure, where
it is important to be a member of a particular family or religious network
in order to gain the respect and trust of the authorities and of investors.
This can cause obstacles to innovation within the municipal authorities
and within local communities.

In the first round of interviews, the representatives of the municipal
authorities were asked to state all the new innovations in the municipality
over the past ten years or so. On the basis of the first round of interviews,
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nine innovations were selected and grouped according to the types men-
tioned in Chapter 1. These arelisted in Table 2.3 (below).

Table 2.3: The selected innovations grouped.

Types of innovations

Business Public Civil society
sector service sector
sector
Fuglafjéréur |Viking fish Bus route Arts centre
protein
Ggta Normek Old people's Grot
home
Leirvik Faroe Marine |Old people's Old school
Products home

Three innovations were selected from each village, representing
the three sectors. Within the business sector, we selected two advanced
fish processing companies and one service-orientated company. Within
the public sector, the old people’'s homes in Ggta and Leirvik were se-
lected, as well as the bus route between Kambsdal and Fuglafjard. In the
civil society sector, the innovations selected are al within the sphere of
the cultural economy.

These innovations have not necessarily been chosen because they
are the most important, but because they represent all three sectors, and
because they are new and represent qualitative changes in the civic, pub-
lic and business sectors. Therefore, although some of the innovations may
appear small or trivial to the reader, they demonstrate how changes and
improvements in amunicipality are realized. A closer analysis of the cho-
sen innovations within each municipality will be outlined below.

Fuglafjerdur

At a political level, the municipal institution has been characterized for
the past four years by a coalition between al the elected members. There
is no political opposition, which is something new in this area. The au-
thorities believe that it is better to focus on what can be done for the mu-
nicipality than to focus on what dividesin local politics.

As in the Faroe Idlands in general, religion is important. The Lu-
theran State Church is dominant in Fuglafjardur. However, thereis aso a
strong Brethren community.

Culturally, Fuglafjerdur is well-known for the quality of its musi-
cians and artists. The arts centre is important, not only for Fuglafjerdur

46



but for the whole region, and is the only arts centre that is comparable
with the Nordic House in Térshavn.

Fuglafjerdur has a strong business sector, creating employment for
unskilled as well as highly-educated people. However, one of its main
weaknesses is its geographical limitations: there is too little land to allow
for the expansion of housing and industry. Havsbrun is one of the largest
companies in the Faroes, Vénin is among the largest trawl producers in
the North Atlantic, and J. T. Electric is one of the leading companies in
the world producing and selling underwater lights and cameras for aqua
culture.

The municipal authorities are also interested in local businesses.
Thisis shown in their extensive work in creating good facilities for busi-
ness and co-operating with them in innovations. One example of thisis
the cold storeroom for the fishing industry, which is built in an excavated
mountainside. The authorities also work actively to unite the business
sector, illustrated for example by a breakfast meeting where the munici-
pality invited representatives from all local businesses. The purpose of
this meeting was to link them together so that they could exchange in-
formation and advice on how to cope with economic developments. We
were invited to attend one of these informal business meetings and it was
a very positive experience. Meetings like these may create important
networks, which may in turn facilitate new innovations.

Viking Fish Protein

Viking Fish Protein, which started operations in October 2003, is a mod-
ern factory producing surimi from pelagic fish. Thisis a high-quality fish
product aimed mainly at the EU market.

An entrepreneur has worked on this ideafor approximately the past
fifteen years. During this time he has gained experience in selling and
promoting surimi in Europe, where he obtained good contacts, as well as
knowledge in areas that are valuable and necessary when starting up a
new firm.

The entrepreneur has managed to build up a wide network over the
years. He has good contacts in Europe, Asia and USA, and in the Faroes
he made contacts with important business leaders who later became part-
nersin this business.

The partnership with these business |eaders was important in order
to obtain finance from the Faroese banks for this project. The business
leaders had a good reputation, one of them being the leader of United
Seafood, the largest fish processor in the country, and another the leader
of one of the most successful Faroese companies, Havsbran (situated in
Fuglafjerdur). Each of these large companies now holds one-third of Vi-
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king Fish Protein shares. The entrepreneur and a selected team from USA
hold the remaining third.

Viking Fish Protein was located in Fuglafjerdur, since this pro-
vided the best conditions for the factory to operate. These conditions
were based primarily on the fact that the company Havsbrin was there in
the first place, and that the trawlers that would supply raw material for
the surimi were already coming to Fuglafjerdur. In addition, the munici-
pal authority was very positive towards the business sector and offered to
secure the factory's water supplies, for which there is a heavy demand in
the processing procedure. The municipal authority acted primarily as a
facilitator for this innovation. The positive attitude towards business
makes access for newcomersrelatively easy.

The business means more work opportunities for the local inhabi-
tants, and may in turn attract more people and businesses to the area.

Bus Route

This is an innovation within the sphere of soft social services. It is the
result of alocal demand in Kambsdal for better and safer travel services
between Kambsdal and Fuglafjerdur.

Kambsdalur is a small village approximately 3 km outside Fug-
lafjardur. Since the sports hall isin Kambsdalur and the primary school is
in Fuglafjerdur, thereis alot of travelling between the two communities.
The demand for better services came primarily from parents who were
not satisfied with the bus services offered by the public sector. The par-
ents were concerned about the safety of their children, because the bus
stops only on the main road, which is approximately a kilometre away
from the village.

The initiator is unknown, since the initiation started at an informal
local community level amongst the parents, who identified a common
problem. The local people approached the bus operator individually, on
several occasions, but no notice was taken. In 1998, the parents organized
themselves and wrote a letter to the authorities in Fuglafjerdur, in which
they asked for a bus route to run between Kambsdal and Fuglafjerdur.
The municipal organization declined, on the grounds that this would not
be profitable.

A member of the Kambsdal community then nominated another
member for local election in November 2000. The latter was elected and
managed to obtain the full consensus of the municipal authority that a bus
route to Kambsdal was necessary. The bus service to Kambsdal com-
menced in April 2001.
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The local community network has been vital to thisinnovation. Af-
ter the November 2000 local election, links with the municipa authorities
proved decisive for the outcome of the demand.

The municipal authorities have had two different roles in this inno-
vation, which shows the importance of individuals within the municipal
authorities. To begin with, the municipal authority was an obstacle, pre-
venting the innovation. Later, though, changes of personality within the
municipal authority made it a facilitator of the innovation, in response to
local demand.

The effects of the innovation are clear. Although the bus route,
which runs on an hourly basis from morning to evening, is not profitable,
it has made the area more attractive in settlement terms, and has tied
Kambsdal closer to Fuglafjerdur.

Arts Centre

The arts centre in Fuglafjerdur, which opened in 2001, is one of the dis-
tinctive features of the town, offering a broad selection of cultural events.
Thisis an innovation within the culturd economy: it isthe first of its kind
in the Faroes, and was based on local initiative.

The local drama society initiated the construction of the centre.
The idea of an arts centre goes back to the 1950s and is based on a previ-
ous desire for alocal theatre. However, there has been alack of organiza-
tion, a lack of money and a lack of belief in the idea. The internal con-
flicts, and the conflicts between the drama society, the religious commu-
nity and the municipal authorities, have delayed the project. A turning
point was a committee that in 1989 transformed the original idea of a
theatre into one of a modern arts centre. Nevertheless, there were till
several challengesto confront.

After several years of negotiation regarding the scope and cost of
the building, the local drama society and the national cultural fund
reached a financial agreement concerning the centre in February 1993.
The construction of the centre started immediately, but was delayed for
several years, due to financial problems. When it opened in August 2001
it had become three times as expensive as the agreement outlined in 1993.

The drama society has been the initiator of this innovation. They
are apart of acomplex local network that was often in conflict, mainly on
moral grounds; this delayed the project for fifty years. One of the con-
flicts was over changing the concept of the centre, from a ‘theatre’ to an
‘arts centre’. However, in the end it was the local community network,
the links to the municipal authorities, the centrally-administered national
fund and external funds that allowed the project to be realized. They
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managed to work together positively in the course of changes of personal-
ity and attitude toward the concept of the building.

The role of the municipal authorities has changed dramatically,
from being inaccessible, to that of an obstacle and, recently, to being a
partner. This demonstrates that much comes down to personalities. Previ-
ous councils did not support the idea, but the latest municipal council,
from 2000 onwards, has been very supportive and has given DKK 1.8
million in funding. It has also agreed to pay another DKK 5 million of the
fina DKK 6 million needed to complete the centre. In addition, the local
council has agreed to do all the work in the centre, and to create a small
arenato host outdoor activities.

The cultural house not only has a cultural importance for the town
and the region, but is also seen as a socia and financial asset to the mu-
nicipality. It makes the area more attractive in settlement and visitor
terms. It is a good ‘ambassador’ for the town, and has had a local, re-
gional, national and international ‘bridging effect’.

Summary

The three innovations above highlight the importance of local and inter-
national networks and acceptance from civil society and the local authori-
ties, i.e. the importance of socia capital. In each case, the initiation came
from below the institutional level. The business initiator was an external
entrepreneur, while the initiators of the civic and public innovations were
local.

When analysing the innovations, it became clear that it is difficult
to separate the civic and public sphere when it comes to innovations. In
Chapter 1, the three spheres are sketched as three inter-related circles. In
the civil society and public sector cases, the initiation came from below,
but they were realized by the municipal institution.

The cases above also illustrate that the role of the municipal insti-
tution changes over time. It is therefore difficult to attach one role to the
institution. However, we might describe it as a facilitator and a partner.
The interview with representatives from the municipal authority suggests
that the municipal institution in Fuglafjardur sees itself as being in a part-
nership with local businesses and the civil society sector.

Gota
Strategically, Geta is situated between two power centres in Eysturoy:
Fuglafjerour and Runavik. The municipality includes four villages, which
may in certain circumstances hamper innovations initiated at a municipal
level.
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The municipal administration has been very small compared to its
responsibilities. The civil society is characterized by a strong local iden-
tity, history and a very popular local football team.

Ggta has a strong and varied business structure, where local entre-
preneurs have played avital role in the innovations.

Normek

Normek is a mechanical workshop offering a fairly broad range of repair
and maintenance services for e.g. ships and heavy goods vehicles, cranes
and equipment for the fish farming industry.

Two entrepreneurs, each holding a 50% share in the firm, started
this mechanical workshop in 1997. The workshop is in the same building
as a previous mechanical workshop, which had specialized in the mainte-
nance and repair of small marine engines, prior to its closure as aresult of
the economic crisis. This new mechanical workshop is seen as an innova
tion, since the services offered are more extensive and their workforce is
shared with other companies in the region, illustrating the flexibility of
the Faroese business sector in coping with change. The workshop has
made a profit over the past few years, and has expanded its activities to
involve a broader range of repair and maintenance services.

The two entrepreneurs are part of the local network. Prior to the
economic crisis, one of them had worked at the previous workshop and
the other one worked for another service company. They therefore had
good connections with other regional and local companies. There is aso
extensive co-operation between the companies in the region. They not
only carry out work for one another, they also borrow labour, which
keeps the workforce small and makes it more stable. The local and re-
giona networks are therefore crucial for the provision of a stable work-
force.

The municipa authority had no role at the initiating stage, but has
since acted as a traditional facilitator in this innovation, providing a
physical infrastructure for the expansion of the company.

The company is very important since it can provide repair and
maintenance services and equipment for modern high-technology equip-
ment in the local community. It is therefore an important factor in the
development of the local community.

Old People' s Home

The old people’'s home in Ggtais a similar project to that in Leirvik, ex-
cept that the innovation is a part of awider, long-term project for the eld-
erly on the part of the municipality in Geta. The first stage in the project
is an old people' s home accommodating sixteen people. On the ground
floor of the home there will be a day centre for the elderly, where they
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can meet for activities (they currently meet elsewhere). The second stage
will involve building sheltered housing for elderly people in the same
area. There is currently no money for this latter project, but the old peo-
ple' s home is due to open in the summer of 2004.

The municipal authorities started the project in 1998, with a contri-
bution of DKK 500,000. There was a doctor on the local council at the
time who was influential in the matter. As in Leirvik, there had been a
demand from the local people, in the form of a very active local associa-
tion for older people, led by a retired nurse, as well as a demand from
local nurses, care assistants and the regional manager of care for the eld-
erly. One reason why the society for older people was very active in de-
manding an old people's home was their interest in moving their daily
activities onto the ground floor of the new old people’ s home.

The state provides standard funding on a per room basis. The pro-
ject has also received large private financial donations. The project is car-
ried out in close co-operation with local nurses and the regional manager
of care for the elderly. The municipal authorities have also sought advice
and guidance from other municipalities that have built similar old peo-
ple’s homes.

The network around thisinnovation isidentical to that in Leirvik.

The municipal authority has primarily acted as a facilitator in re-
sponse to a local demand. However, the municipa institution is a co-
ordinator of plansto expand the project to include sheltered housing.

The importance and consequences of the project are the same asin
Leirvik. However, it is a larger project that will, when finished, create
better circumstances for old people in Ggta. This will make the munici-
pality more attractive to many people, including young families, since it
will provide more job opportunities for women.

Grot

Grét is a musical association founded in October 1998. The purpose of
the association is to organize musicians and groups better, and to provide
practice facilities and an environment that will help and stimulate their
music. The association also aims to organize music activities so that the
musicians have a better chance of promoting their music.

The idea of such an association originated from one entrepreneur
who developed it while working at a fish factory in Gegta. He then con-
tacted a fellow musician and they talked about the subject on an informal
level. The idea became formalized when they arranged a meeting in Oc-
tober 1998, attended by forty people, and they founded the music associa-
tion Grot (this trandates as Rock). The membership today is approx. 100
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young musicians and people interested in music, from all over the Faroes,
though most members come from within the region.

Their activities vary from small activities to large festivals. G-
festival was held for the first time two years ago, with a budget of approx.
DKK 80,000. By the summer of 2003 the budget had expanded to around
DKK 1.2 million and 300 voluntary helpers were involved.

It was the network among musicians who share a common interest
that was the drive behind this innovation. It finally became formalized
through the initiator, who realized the need for such an association. He
was inspired by the function of sports associations that help and support
young talents.

Gro6t found it difficult to get any financia support to begin with, al-
though they managed to raise approx. DKK 20-40,000 on an annual ba
sis. They have found that if you work hard and prove yourself it becomes
easier to gain funding both nationally and outside the national borders.

Grét has had an effect on the area and status of music; it has en-
riched the cultural life and increased musical activity in the municipality.
Several musicians who have been connected to this environment have
been very successful both nationally and internationally. It has also
changed people’ s minds about music, as they now perceive music to be
an asset to the municipality. Support from the local community and local
authorities has also increased, as Grét has proved itself. Funding from the
municipality has increased, from DKK 5,000 to DKK 130,000.

The municipal authority had no role at the initiating stage, but soon
became a financial facilitator, though in a very limited way. However, its
role as a facilitator has grown as the successes of the association have
increased.

Grét has also had an important local, regional, national and interna-
tional bridging effect, creating important networks. Activities that have
demanded extensive voluntary work have had an important bonding ef-
fect within the local community and have also created networks between
local, national and international musicians. It has also inspired people in
other areasin the Faroes to start up similar associations and festivals.

Summary
These cases further emphasize the importance of social capital, especially
in the cultura field where there is not much financial capital in the first
place.

In each case, the initiators came from below the institutional level
and were local in origin.

The municipal authority has had a limited role at the initiating
stage of each innovation. However, it fulfilled the traditional supportive
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and facilitating role in the realization of each innovation, once that inno-
vation gained public support.

Leirvik

Leirvik isthe smallest of the three municipalities. Geographically, it isan
important link between the Northern Islands and the mainland. A tunnel
is currently being drilled and is scheduled to open in August 2006;* it is
believed that this could have a positive effect on Leirvik.

Leirvik has a strong business sector, both on land and sea. How-
ever, business is very fisheries-dependent and therefore the municipality
was especially badly hit by the economic crisisin the 1990s.

Leirvik was one of the municipalities with the highest level of debt
in the Faroes after the economic crisis in early 1990s. This has had an
effect on how active the municipal authority has been in local innova
tions.

Faroe Marine Products

In September 2001 the modern fish processing plant, Faroe Marine Prod-
ucts, started operations. The company producing dried fish heads for the
African market. Thisis a new market and a new, high-quality product for
the Faroese fishing industry.

The initiators are two (non-local) Faroese entrepreneurs, who had
the idea of producing dried fish heads when presenting a project on ma-
rine bio products in Iceland. They linked up with an Icelandic firm that
was selling dried fish heads to Africa. The result was that the Icelandic
company became interested in producing dried fish heads in the Faroes.
They later came to Leirvik to see the facilities and decided, together with
the Faroese entrepreneurs, to start up a factory producing dried fish
heads. Now the Faroese entrepreneurs and the Icelandic firm each own
45% of the company, and two other individuals each hold a 5% share.

The network-building between the Faroese entrepreneurs and the
Icelandic company happened almost by chance. This network is crucia to
the innovation, and through the |celandic company they establish contacts
in the African market. Faroe Marine Products utilizes waste heat from the
incinerator, which is crucia in maintaining low production costs, and is
one of the reasons why production has been so successful. It means that
burning garbage can help to optimize the usage and value of the raw ma-
terials from fish.

% The tunnel will run under the fjord, connecting Leirvik to Klaksvik, the Faroes’
second largest town with approx. 4,800 inhabitants.



The company placed their production in Leirvik because there was
a plant available, which had formerly produced fish qil, and the incinera-
tor would supply heat at a relatively low cost. The municipal authorities
have had two roles in this innovation. Firstly, they have been facilitators
but secondly, they have been an obstacle in the expansion of this busi-
ness. The company has plans to expand the business, but in their inter-
view they referred to a lack of co-operation on the part of the municipal
authorities.

Faroe Marine Products is not only important for local employment
and its effects, it is aso very important for the Faroese fishing industry,
since thisis one way of making the fishing industry more varied and de-
pendent on different markets. Since the Faroe Islands are very dependent
on fisheries and the fishing industry, a plurality and dependence on sev-
eral different marketsis vital for the flexibility and strength of this indus-
try.

Old People' s Home

This is an innovation within a new area of soft social services, for which
many Faroese municipalities have taken responsibility, even though it is
technically the central government's responsibility; this is in response to
increased local demands, which the central authorities have not managed
to meet. The purpose is to secure the necessary care for elderly people
within their local community. The homeis dueto openin April 2004.

In the early 1990s, local nurses saw the opportunity of buying a
large house and using it as an old people’' s home. Although the munici-
pality was positive and showed interest, it was in such great debt at the
time that it decided it was impossible to make any investment. Nurses,
the local organization for older people and individual citizens approached
members of the municipal organization on severa occasions, demanding
an old people' s home. This pressure produced results in 1998, when the
municipal organization eventually decided to build a home and organized
agroup of people to be responsible for the design project. The project has
been carried out in close co-operation with the nurses and the regional
manager for care of the elderly who are connected to the home.

Thisinnovation is aresult of acomplex network between:

e The elderly and their families, friends and nurses, who per-
ceive their need.

e  Those who try to influence the municipal authorities.

e Thelocal community network, consisting of individuals and
the local association for older people.
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e Nurses, care assistants and the regional manager for care of
the elderly.

e Networks built between the municipal authorities and other
municipal authorities that have carried out similar projects.

e Links between the municipalities and central government. The
government grants a standard provision on a per room basis,
and pays the wages of the day nurses. The municipality has to
pay nightshift costs.

At theinitial stage the municipa authority was an obstacle, since it
was tied up by financial debt. However, since 1998 the municipal author-
ity has become a facilitator of the project, and has worked in close co-
operation with local nurses and the regional manager for care of the eld-
erly, who have acted as advisors on practical matters.

The innovation has had a local and regiona bonding and bridging
effect, and has generated social capital within the community. The old
people’ s home will undoubtedly provide better services and quality of life
for elderly people in the area. It is also important to mention the increased
work opportunities for women.

Restoring the Old School

Thisis a project that, at the time of the interviews, had not been formal-
ized into an organization; its purpose was solely to restore the old school
in the village and prevent it from deteriorating. However, on 22" Sep-
tember 2003 one of the four innovators arranged a meeting, which be-
came the founding date for the archaeological association Fornminnafe-
lagid in Leirvik. The aim of this society is to work as an umbrella organi-
zation for other local organizations that will operate to preserve and pro-
mote historical and cultural valuesin Leirvik.

The initiator of the project organized four other people at an infor-
mal level. He deliberately selected four people from the community who
had different capacities and represented different sections within the local
community. This was done in order to secure competence and prevent
resistance from the loca community. These five individuals bought the
old neglected school for a minimum fee from another organization in De-
cember 1999.

Until September 2003, not much happened to the restoration of the
old school. They applied for funding from local firms and were partially
successful. Interestingly, the municipal authorities were never asked to
join the project, the reason being that they viewed the municipal authori-
tiesas ‘inaccessible’ because of financial problems.
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However, the opposite proved to be the case, due to an informal
meeting in which the municipal authority showed an interest in the pro-
ject and wanted it to become a part of a bigger project, involving and
linking all the historical treasures of the village, aimed at the tourist in-
dustry. Nevertheless, the municipality did not commit itself to anything in
connection with thisinnovation.

From the beginning, the original initiator created links with various
sections of the local community by selecting four people from the com-
munity. One of these was a museum technician, who is now the president
of the archaeological association in Leirvik and leader of the project. He
has links with the archaeological environment in the capital, Térshavn,
and links with the municipal authorities. The archaeological association
has now become an umbrella organization for several other cultural ac-
tivitiesin Leirvik.

The municipality had no initial role, and was perceived as ‘inac-
cessible’. Now it has presented itself as a facilitator, but has given sole
responsibility for the project to the archaeological association, so in real-
ity it acts as a ‘Fan Club’, demonstrating its support for the idea without
taking any responsibility.

As it turns out, the innovation has a potential importance, not only
for the local community and cultural identity in providing a community-
building effect in issues such as culture, history, identity and local roots:
it has also created more social capital, which in turn has had a generating
effect. This is important for tourism and makes the area more attractive
for visitors, since it highlights the cultural treasures of the village.

Summary
As in Fuglafjerdur the cases highlight the importance of social capital in
realizing these innovations.
In al cases, the initiators came from below the institutional level.
In the business sphere, the initiator was external, whilst in the civic
and public spheres the initiators were local.
The municipal authority has fulfilled different rolesin different in-
stances, but these have all been rather passive.

Concluding remarkson innovations and local authorities
The idea behind this project is that territorial innovations do not happen
randomly, but that they are stimulated by factors at civil society and insti-
tutional levels. Here, the focus has been on the role of the municipal insti-
tution in the Faroe Islands.

From the data, it is evident that the role of the municipalitiesin the
selected innovations is very limited at the first stage of initiation. How-
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ever, the role of the municipalities is more important when it comes to
acknowledgement and support of the innovation. The Faroese municipali-
ties therefore act primarily as facilitators for local innovations. This is
also confirmed in other research on the role of Faroese municipalities in
local innovations (Hovgaard, 2000).

In each case, the idea behind the innovation was developed from
below the level of the municipal institution. Since the municipal authori-
ties have no forma innovation policies, innovations within the public
service sector are al dependent on the ‘political will’ of the municipal
institutions. Therefore, the individuals within the municipal authorities
are the determining factor for whether ideas presented by the inhabitants
arerealized or not. Public sector innovation is therefore mainly dependent
on the inhabitants who, by association, influence and elect politicians in
the municipal authority to carry out the will of the local inhabitants. This
is confirmed in all three innovations within the public sector in this paper.
This means that when it comes to innovations within the sphere of public
services, the ‘political will’ and individuals within the municipal author-
ity largely determine the role of the municipal authority.

Innovations within the business sector seem to bypass the munici-
pal institution to some extent. One reason for this is, firstly, the lack of
innovation policies from the municipal authorities and, secondly, that the
municipa authorities are not allowed to become directly involved in pri-
vate investment. On the other hand, there are national funds that provide
finance for innovative business. From the second round of interviews we
found that innovators generally thought that the municipalities were good
at supporting innovations, but relatively passive in initiating innovations.
We also found that most of the participants did not expect municipal in-
stitutions to have an initiating role, but rather a supportive role. Thus, the
business sector expects the municipal ingtitution to be a facilitator, creat-
ing the best facilities for the business sector to operate in. From the first
round of interviews with the local authorities, we found that the munici-
pa ingtitutions also viewed their role as facilitators as a very important
one.

Innovations within the civil society sector were also clearly stimu-
lated below the level of the municipal institution. Again, the municipal
ingtitutions had no role in the initiating stage, but as the importance of the
innovations increased in the local community, the role of the municipal
institutions became more important. In one case it changed from no role
to a ‘Fan Club’, in another case from no role to ‘Facilitator’, and in a
third case from no role to a ‘Partner’. Resistance from the local commu-
nity seems to be the important barrier to cross for innovations within the
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civil society. The municipal authorities also seem to reflect resistance
from the local community. When we are concerned with the topic of ‘in-
novations' this usually means that we are dealing with something that is
unconventional, in alocal setting. Therefore, entrepreneurs are often seen
as disruptive of the conventional norms and networks within the local
community. In the second round of interviews, several participants
stressed that they did not think it was easy to be innovative, because ‘you
had to prove yourself’ to the whole community before gaining support
from the municipal organization. These participants stressed that once
you had ‘proven yourself’, the authorities had been very supportive. This
again reflects the importance of the ‘political will’ that is embedded in
the will of the mgjority of the local people.

So is the municipal institution the node (Bukve, 2002) in local de-
velopment? The answer to thisis ‘yes and no’. ‘NoO’, since most innova-
tions bypass institutions at the first stage. The main reason for thisis a
lack of innovation policy at institutional level. From the second round of
interviews we found that innovators stressed that the municipal institu-
tions did not directly invite them to be innovative, or to come forward
with suggestions and ideas. The attitude of the municipal authorities in
Leirvik and Ggta also pointed towards the ‘no’ answer. Here, the authori-
ties did not believe that it was their responsibility to stimulate innovation,
but rather their responsibility to create a supportive environment if there
was a good innovative project. In both cases, we found that the lack of
personnel and financial capacity within the municipal organizations
played an important role in a lack of innovation policy. The municipali-
ties played no rolein linking initiators to partners or external networks. In
Leirvik, the authorities and the local people stressed that it was very diffi-
cult for the authorities to run an innovative policy because of their finan-
cial debt. We also got the impression that people did not approach the
municipal authorities for funding because they believed it to be impossi-
bleto abtain thisin any case.

However, the answer is aso ‘yes, since the political will of the in-
dtitutions is in many cases vital for the realization and durability of the
innovations. In Fuglafjerdur, we noticed that the municipal authorities
believed it was their responsibility to stimulate innovation in the commu-
nity. Nevertheless, they did not have a specific innovation policy, except
for funding various cultural and sports activities. In the first round of in-
terviews they claimed that they stimulated innovations indirectly, by se-
curing a good environment (i.e. by offering good hard and soft facilities).
Notwithstanding, as a relatively new idea, the municipal ingtitution has
arranged coffee mornings to which representatives from all businesses of
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the municipality are invited. Meetings like these may be important in
stimulating more innovationsin the area.

It is not yet appropriate to describe institutions as the node in local
development, although their importance should not be underestimated.
Municipal institutions, as well as the local community, may act as a bar-
rier to innovation. Innovations may also be stimulated at a local, as well
as an institutional level. The above cases confirm that innovations are
primarily dependent on persons, politics and localities, and therefore the
role of the municipal institutions remains secondary. However, the busi-
ness coffee mornings arranged by the municipal institution in Fug-
lafjaréur could be an important move in changing the role of municipal
ingtitutions, by becoming an important node in local development. The
current developments within the municipal structure of the Faroe Islands,
where we are witnessing amalgamations into larger entities, could also
represent an important move in this direction, since this will strengthen
the financial and administrative capacity of the municipalities.
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Data collection

For this study, we used quantitative data from the Faroese statistical of-
fice, ‘Hagstova Fgroya’, to support our developmental analysis of the
area. We used qualitative data for the main part of the study. The data
collection was organized in two rounds of indepth semi-structured inter-
views with twenty representatives from the municipal institutions and the
local communities.

The first round of interviews consisted of group interviews, where
representatives of the political authorities as well as the municipal ad-
ministrations were present. The second round of interviews took place on
an individual basisin al but one case: the group interview was with two
nurses who were involved with the elderly care homes in Ggta and
Leirvik. Due to holidays, and for the sake of convenience, some of the
interviews were made by telephone.
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Chapter 3

The Role of Municipalitiesin Innovation
Innovations in three sectors of society in two
municipalitiesin Iceland

Unnur Dis Skaptadéttir and Gunnar Por Jéhannesson

Introduction

Over the past decades, important changes have been taking place in the
resource-based villages and farming areas around the coast of Iceland.
Changing policies in the fishery and agricultural sectors, the withdrawal
of state subsidies and the devolution of growing numbers of tasks to a
municipal level have had an important impact locally. Municipal govern-
ance has adapted to growing responsibilities, e.g. primary schools, ser-
vices to the elderly and handicapped, and childcare centres, as well as
other types of amalgamation. In most areas of Iceland, villages and rural
farming areas have been merged into geographically larger and economi-
cally more diverse municipal entities that are better able to provide ser-
vices for their inhabitants. Moreover, municipal authorities have come up
with new solutions to delivering services and have had to change their
role to some extent. In earlier times, municipalities in Iceland commonly
invested in local industries such as the fisheries, and often assisted in se-
curing loans to companies. Thisis no longer the case, and in fact in 1998
the laws regarding municipalities were changed in such a way that mu-
nicipalities can no longer guarantee loans for local firms, and strict rules
were established concerning business financial support (Alpingi 1998).

To cope with this economic restructuring, people living in the mu-
nicipalities have engaged in diverse innovations. As we shall see in the
following discussion of innovations in the areas of this study, the role of
the municipality in each innovation project is varied. Generally, however,
they have focused more on broad policies, rather than direct intervention
as in the past, aiming to improve the overall environment for innovation
instead of offering support to specific projects.

In this chapter we examine six innovations in the economic and so-
cia sectors of two municipalities. We describe their initiation, implemen-
tation and, where possible, their outcomes. In addition, we explore the
extent to which the municipal authorities have stimulated or inhibited
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these innovations. The report begins with short background description of
the two municipalities, and a description of how the research was carried
out and the cases of innovation selected. Next, we give a short introduc-
tion to the municipalities, followed by a few points about their perceived
strengths and weaknesses. There then follows a description and analysis
of the innovations that were chosen for further examination. The chapter
concludes with a discussion and comparison of the role the municipalities
have played in the innovation processes.

The two municipalities: | safjar darbaer and Hor nafjor dur

The two municipalities chosen for this study, isafjardarbea and Hor-
nafjoréur, are located far apart on different sides of Iceland. They are
similar in some respects and different in others. Both of these municipali-
ties are the result of amalgamation in the 1990s, and both have rather
large municipal centres that provide various services to smaller villages
and rura areas within the municipality. Although small compared to mu-
nicipalities in other Nordic countries, they are rather large municipalities
by Icelandic standards. They are, however, both peripheral in Iceland, as
are most municipalities outside the south-west part of the country, where
the largest part of the population is concentrated. Even though Hor-
nafjéréur and [safjardarbaer have different development histories in some
important respects, the municipal authorities have adopted a similar
stance towards coping strategies in the face of societal changes. They
both emphasize innovation.

The municipality of isafjardarbae is located in the north-western
part of Iceland, in the West Fjords peninsula. The largest town in the mu-
nicipality is isafjéréur, which is the administration centre for the whole
region of West Fjords. The municipality is the result of an amalgamation
of the town of Isafjordur, three smaller villages and two districts, which
took placein 1996 (Bendiktsson & Skaptaddttir, 2002).
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Iceland - isafjardarbaer
Scale 1- 650 000
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The municipality of [safjardarbea

As at 1 December 2002, there were 4,153 inhabitants in the mu-
nicipality, of which approx. 3,200 live in [safjorur (Statistics lceland,
2002a; isafjardarbaar, 2003b). The population in the villages of Flateyri
and Sudureyri is approx. 300 in each, and approx. 350 in bingeyri. The
remaining people in the municipality live on farms in the rura areas
(Isafjardarbaar, 2003b). The area of the municipality is 2416 k.
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Figure 3.1: The population development in the municipality of i safjardarbea and
I safjoréur town 1950 — 2002 (Statistics Iceland, 1997, 2002b).
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Figure 3.1 shows that since the mid-1980s the population of the
villages in the municipality has generally been declining. The population
of isafjérdur has been more stable, but since the mid-1990s it has experi-
enced a dow but steady decline (Bendiktsson & Skaptad6ttir, 2002; Sta-
tistics Iceland, 2002a).

The municipality of Hornafjordur is the result of an amalgamation
of five rural communities with the town of Ho6fn. It has a population of
2,332 (as at 1 December 2002), of which 1,763 live in the town of H6fn
(Statistics Iceland, 2002). The Municipality stretches from Lon in the east
to Oradi in the west, covering a 200 km strip of land on the south-east
side of the ice cap of Vatnajokull (see map below). The municipality is
thus geographically very large, covering an area of 6,317 km?. Adminis-
tratively, it belongs to the East Fjords region, but does not play such a
central role in this region as isafjardarbagr plays in the West Fjords re-
gion.

Iceland - Hornafjoérdur
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The municipality of Hornafjor dur

Apart from the town of H6fn, the municipal region has been an ag-
ricultural area. In many ways it lags behind in economic terms, largely
because of difficult natural conditions. A humber of glacial rivers divide
the area into sections, and before these were hemmed in by barriers and
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bridged all transportation was very difficult. The last river was bridged in
1974 and with it the road encircling | celand was finished.
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Figure 3.2: The population devel opment in the municipality of Hornafjérdur and
in the town of Hofn (Satistics Iceland, 1997, 2002).

As Figure 3.2 shows, the population development for Hornafjordur
has been somewhat different from that of isafjardarbear. The town of
Hofn is areatively young settlement in Iceland and for most of the twen-
tieth century it has been growing steadily (Gunnarsson, 2002). H6fn and
the whole Hornafjéréur municipality have been one of few growth areas
in rural Iceland. In 1997, the population curve dipped downwards a little,
a fact that provoked concern among the local politicians and the popula-
tion in general.

In spite of the economic transformations taking place in these mu-
nicipalities, very little unemployment is to be found. Proportionally, un-
employment has been below 3% in both municipalities during the period
2000-2003. This may be a result of the fact that people look for jobs
elsewhere in Iceland; although there has been net out-migration in
isafjardarbear, people have aso been moving there to work. A substantial
number of the people moving to the municipalities are immigrants com-
ing to work in the fisheries. Many of those moving away are young peo-
ple. The municipal authorities in isafjardarbaa have taken action to find
out why young people move away. A study (Eiriksson 2003) shows that
most move for reasons of higher education, and that many would think
seriously of moving back if they could find employment suitable to their
education and wage demands.
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Theresearch work and the selection of innovations

Interviews were used primarily to collect data for this study. The first
round of interviews was carried out in May-June 2003. Two days were
spent in each municipality. Round-table or focus group interviews were
conducted with the central leadership in each municipality.! Five inter-
views were conducted in isafjardarbaer with representatives of firms and
ingtitutions. In Hornafjordur, four interviews were conducted with actors
other than the central authorities. The gender composition of the infor-
mants was fairly even. In safjardarbear we interviewed five men and six
women, and in Hornafjéréur the number was even: four and four.

Regarding the selection process, we asked our informants at the
end of the interviews if there were any projects they would like us to ex-
plore further. Together with atentative analysis of all the interviews con-
ducted in the first round, these answers formed the basis of specific case
selection. Often people mentioned the same innovations, so the selection
process was fairly straightforward. It helped that, because of earlier re-
search projectsin the areas, we already had a reasonably good insight into
the innovations of the municipalities. Thus, in the first round, we talked
to some of the ‘innovators we anticipated would be mentioned by the
municipal authorities and whom we thought it would be interesting to talk
to. Even though we didn’t select any cases until after the first round, the
central leadership and other informants mostly confirmed what we
thought would be the most prominent innovations. The cases from the
business sectors in both [safjardarbaa and Hornafjoréur form an excep-
tion to selecting the most frequently mentioned cases of innovation. The
reason why we decided to study different firms from those most often
mentioned by our informants is that they had already been studied in a
Nordregio project carried out by Unnur Dis Skaptaddttir and Karl
Benediktsson (2002). We wanted to focus on other examples of interest-
ing innovations.

Municipality A: safjar dar baer
Fisheries have been the backbone of the towns and villages of the West
Fjords, and the town of Isafjordur and villages that make up the munici-

1 In Isafjérdur the group consisted of the mayor, the chairman of the cultural
committee, the CEO of the School and Family Office, a representative from the
political minority and the development officer of the municipality. In Hor-
nafjérdur the group consisted of the chairman of the employment committee, the
CEO of administration, a representative from the political minority and a mem-
ber of the town council.
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pality of isafjardarbear are no exception. Their inhabitants have had to
cope with wide-ranging transformation in the fisheries sector in Iceland.
The changes are the result of various factors, such as a market-oriented
quota system and new production technologies.? The West Fjords have
lost a proportionally greater part of the quota than has any other region in
Iceland, a fact that often comes up in discussion with local people when
talking about the strengths and weaknesses of the region (Bendiktsson &
Skaptadéttir, 2002; Haraldsson, 2001).

Nevertheless, fisheries and fisheries-related industries continue to
this day to be the single most important sector in the local economy, even
though nowadays the town of [safjéréur comes across as more of a ser-
vice centre than a fishing town. One large fishing firm is located in
isafjérour but the catch is landed and processed at other localities within
the municipality, e.g. the neighbouring villages of Flateyri and Hnifsda-
lur. Thereis no freezing plant in the town today, but only afew years ago
there were three. Being both a commercial and an administrative centre
for the region, the labour market is fairly diverse within the municipality
of Isafjardarbaer. The service sector of the economy is growing with re-
gard to both private and public services. In the town of isafjordur most of
the kinds of services people need in their daily lives are to be found, such
as shops, a shopping centre, banks, insurance companies, garages, car
rental, four guesthouses, restaurants and cafés, and several firms serving
tourists. The number of tourists coming to the area is growing and the
municipality, along with local firms, has systematically promoted the re-
gion as the Pearl of the West Fjords. Many are looking to increase tour-
ism as apossible pillar for the local economy.

Most of the public institutions and municipal offices are located in
the town of [safjéréur. The municipality runs five childcare centres, four
primary schools and one high school (serving ages 16-20). There is a
vivid cultura life in the municipality. There are several music schools
and cultural centres in isafjordur and the villages. The local drama club
stages a play every year and concerts are frequently held in the town.
Culture and cultural activities are recognized as important strengths in
isafjardarbaar. The municipality also takes an active role in immigrant
affairs and the West Fjords Multicultural and Information Centre, dis-
cussed below, is an important aspect of this. Immigrants form a larger
percentage of the population than in most other municipalitiesin Iceland.

The municipality of [safjardarbaa has made strategic policies for
different sectors of society (for economic development, educational mat-

%2 The ITQ system was first introduced in 1984 and has remained much the same
since 1996 (Haraldsson, 2001).
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ters and issues of gender equality.) In the case of economic development,
emphasis is placed on research and development activities in the munici-
pality, especialy in the field of fisheries and related industries. The goal
is to make [safjardarbaar a centre for marine research in Iceland. In rela-
tion to this, the municipality seeks to improve educationa facilities and
provide efficient services for the population. These include schools, po-
tential university education and the possibility of “lifelong learning” or
vocational training programmes. There is already a possibility of long-
distance educational programmes in co-operation with the University of
Akureyri, the University of Iceland and the Iceland University of Educa-
tion. Overdl, it is clear that the municipal authorities are consciously
seeking to enhance innovation practices.

The municipality does not provide economic support for innova
tionsin business, as it abides by the laws against this that date from 1998.
Its role in relation to the economic sector is thus mostly one of adminis-
trative and moral support. In many ways the municipality serves as a
leading actor in discussions about innovations in society, especially with
regard to cultural and educationa matters. In these sectors it has also
been able to support projects directly. The municipality has reflected
upon itsrole and set itself the goal of creating a motivating and encourag-
ing environment for innovation (Atvinnupréunarfélag Vestfjarda hf &
|dntaknistofnun, 1999). In other words, an emphasis is placed on the in-
frastructure of the administration and general strategies, instead of giving
financial support to specific projects or companies. The Westfjord Devel-
opment Centre and The Westfjord Development Agency are examples of
municipal support for local and economic development of this kind.
(Bendiktsson & Skaptadéttir, 2002).

Strengths and weaknesses
The informants stressed some common factors, which they regarded as
the main strengths and weaknesses of [safjardarbagr. This is not a com-
plete list of al the strengths and weaknesses that people talked about,
only the ones most often mentioned.

First, afew of the basic strengths:

e  The accumulated knowledge and experience of fisheriesin the
community. This was mentioned both by the central |eader-
ship and by other informants, and is regarded as an important
base for research and development activities in the fishery
sector.
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Short information channels from the administration to the
wider society, and good access to the municipal administra-
tion for different actors.

The cultura life and human capital. Those interviewed main-
tained that Isafjardarbag is a relatively well-educated society
and may thus be viewed as a motivating environment for vari-
ous innovations. A substantial sector of the population has
immigrated to the area from other parts of Iceland and from
abroad, and many point to the diverse composition of the
population as one of the main strengths with regard to innova
tion.

Then if we turn to few of the basic weaknesses or barriers that
people mentioned:

Geographical isolation and poor transportation, both within
the area and to other areas of the country, were mentioned
very often.

Steady depopulation. Even though the current out-migration is
not so great that it can be proven to affect the economic situa-
tion directly, people noted it had an immense emotional effect
on the community.

The mentality of the inhabitants. Many mentioned that some
sectors of the population in Isafjardarbaa are stuck in the past,
still seeing fisheries and quota as the only ‘real’ coping strat-
egy.

The image of the area. Our informants said that the bleak im-
age that many had of the West Fjords was negative and basi-
cally wrong.

Single-track economy. Even though [safjardarbea has differ-
ent kinds of jobs, it was maintained that there are too few in
each sector. The scope of jobs is seen as especially narrow for
people with higher education.

The need for a ‘trawler’. [safjardarbaa needs some kind of
ballast in the local economy, something that can support eco-
nomic development in general. The fisheries have been this
kind of ‘trawler’, but since they are decreasing in both scale
and importance the area needs something else on which to
rely.
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Innovationsin | safjardarbaer

In [safjardarbaer, seventeen firms and projects were mentioned in one way
or another as innovations.®* Approximately six of them may be grouped in
the business sector, one in the public service sector and two in the cul-
tural sector. The remaining projects/firms may be grouped in two or al of
the sectors.* The projects/firms that were chosen in isafjardarbag are di-
verse. They are: Snerpa, a computer and Internet service; the School and
Family Office of the municipality of Isafjardarbaer; and the West Fjords
Multicultural and Information Centre.

Business sector: Sherpa, a computer and Internet service

Snerpais the oldest innovation discussed here, but in our view it isafirm
that has proven itself in atough market environment, and which is work-
ing on very interesting innovation projects. It was founded in 1994 by
two local entrepreneurs. The first idea was to establish a regional e-mail
service. The owners applied for support from a broadly-defined devel op-
ment project directed towards the West Fjords (V estfjardaadstodin), but
they received no assistance. In spite of this they carried on by themselves
and, supported by teachers in the region, managed to ‘sell’ the idea of the
firm to the Ministry of Industrial Affairs, from which they received a
start-up grant.

When the e-mail service was set up it mattered greatly to the users
that it should be regionally based, as at this time it was more expensive to
make telephone calls out of the region than inside it. Since then the tech-
nical and economic environment has changed dramatically. The cost of
telephone calls is the same over the whole country and Snerpa competes
with other firms in this business on equal grounds. At the time of the
study, Snerpa had a good share of the Internet service market in the West
Fjords. It aso has a share of the market in the south, where it has bought
up a small Internet service. Snerpa now focuses on providing a genera
Internet service as well as specific ICT products, based on their research
and development work. Most notable of these ICT innovations are the
Infilter (a porn-filter) and Inmobile, a multi-client web-mail system de-
signed to service fishing vessels (www.snerpa.is).

% People were not asked to list al innovations that they could think of, only the
ones they thought of as important or promising for the municipality. Appendix 1
provides alist of al the innovations mentioned.

“Three projects/firms may be said to be a mixture of culture and business, a fur-
ther three are a mixture of culture and public service sector and two are inbe-
tween the public service and business sectors.
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In the beginning Snerpa received no direct support from the mu-
nicipality, but there were no barriers from them either. The municipality
has supported Snerpa indirectly by buying services from them, but that is
only because the price is reasonable. The role of the municipality may be
described as being an ‘Audience’. In addition, Snerpa has received sup-
port for some of the innovation projects, e.g. from the Icelandic Research
Council.

Snerpa has engaged in various projects, some have been success-
ful, others not. The main problem has been access to capital. The small
size of the local market has been a problem in some cases. For example,
Snerpa used to run a computer shop but has recently quit, as it was not
profitable. It was not able to compete with the prices offered by firmsin
Reykjavik and did not want to lower standards of service.

Marketing can also be difficult for such a small firm. Networking
has played an important part in marketing Snerpa products. Snerpa has
taken part in CeBIT® twice, which has paid off with regard to the market-
ing of the Infilter system, and has co-operated with a firm in Reykjavik
that specialisesin ICT services to the fisheries, in order to market the In-
mobile web-mail system. More persona and/or informal networks are
also important, for example in relations with the municipality. One of the
founders of Snerpais a member of the employment committee of the mu-
nicipality, and thereby has a direct connection with the municipal admini-
stration.

In the owners' view, the municipality has been supportive of inno-
vations in generd; it has engaged in general adjustments to improve the
environment for entrepreneurs and innovation. According to them, the
foundation of the Westfjord Development Agency is a very positive ex-
ample of this. The municipality is not pro-active, but it is supportive
when it comes to innovations, and therefore a positive rather than a nega
tive actor in the innovation network of Snerpa.

Snerpa provides jobs that require higher education, which isimpor-
tant for the municipality. It is, moreover, important for the municipality
and the community as awhole to have afirm that provides an ICT service
locally. It is also important that Snerpa has been aleading actor in various
developments with regard to ICT and its use, not least when it comes to
the specific needs of “peripheral” areas, as was the case with the original
idea of an e-mail service.

® CeBIT is the largest and most comprehensive ICT tradeshow in the world,
playing host to over 6,000 exhibitors and 560,000 attendees in 27 exhibition
halls
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Public service sector: The School and Family Office of the municipality
of i safjardarbaar

The School and Family Office was established within the municipa ad-
ministration or public service system in the year 2000. It manages all the
school and social welfare services in the municipality and sells specialist
services in different fields to other neighbouring municipalities. Different
institutes provided these services before, so the merger involved a great
deal of administrative restructuring. It revolves around the education ser-
vices (kindergarten and primary schools) and social welfare services for
al age groups. When the office was formally started, only one manager
was hired, but today it has more than nine employees, some of whom
hold part-time jobs.

The municipality here acts as the ‘ coordinator’ of the project; it ini-
tiated it, implemented it and manages it entirely. The aim of the munici-
pality in establishing the office was to create a more efficient body of
services in the municipality. The innovation of the School and Family
Office lies in the fact that it creates common ground for people from dif-
ferent fields to work closely together on shared objectives. School psy-
chologists, social workers and educational consultants can deal jointly
with common problems, for example. Thus, the manager noted in an in-
terview that instead of constant ‘fire fighting’ in each corner, people
working in these fields are now able to work on preventative strategies.

A minority in the municipal council contested the establishment of
the office from a political point of view. According to the manager, much
has changed since then and now most people, both within the political
arena and in the municipality in general, have a positive attitude towards
the office and the work done there. On the practical side, there was some
opposition to the merging of the education sphere and the social services
sphere by the schools in the municipality. Some people were afraid that
all the resources would be spent on social welfare and that the education
service would be left out. This has not happened, and in fact the growth
of the office stems primarily from an increase in education services by
the municipality.

The office has grown fast and, as its manager said, the service does
not cost less than before the merger. Compared to before, the spectrum of
service has expanded. The manager highlighted three points when asked
what changes the office has brought about for people in the municipality.
Firstly, it makes the education and socia welfare service more easily ac-
cessible. The mere fact that these different but closely related ingtitutes
are under the same roof makes it easier for people to drop by and seek
information or service. The office has seen an increase in visits by people
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coming on their own initiative to seek assistance and/or information. Sec-
ondly, the establishment of the office has strengthened the professional-
ism of the service provided. It employs well-educated staff with a broad
background, who can assist one another in dealing with complicated is-
sues. Thirdly, the service is more efficient than before. The office triesits
best to apply the administrative rules regarding the time taken to process
the cases it receives, but at the same time it seeks to make the work trans-
parent for itsclients.

The School and Family Office has proven itself as a service insti-
tute and will probably develop further in the future. The manager noted
that it would probably not be long before the office takes over these ser-
vices for the closest neighbouring municipalities. It is aready servicing
them in some cases and this has been positive experience. Smaller mu-
nicipalities cannot provide such a broad service as the School and Family
Office does and the small scale of these communities has proven to be a
barrier for people needing assistance. The School and Family Office is
thus of great importance for the general population in the area, and the
manager pointed out that it is also of significance for the municipal au-
thorities. Other municipalities in Iceland have looked to see how
Isafjardarbaa has dealt with its education and social welfare services and
some are going the same direction, using the office as a prime example of
how to do this. This positive attitude towards the mode! [safjardarbaa has
implemented strengthens the role of the municipality on anational level.

Cultural sector: the West Fjords Multicultural and Information Centre
The West Fjords Multicultural and Information Centre is a trial project
financed mostly by the state, which also received substantial support from
the municipality of [safjardarbaa in its initial stages. It was founded in
2001 and its establishment fits well with the municipal authorities' claim
to be in the forefront when it comes to immigrant affairs. It serves as an
information centre for immigrants and is intended to work on various cul-
tural issues with the aim of enhancing knowledge concerning a multicul-
tural society. One person works full-time as a manager for the centre and
there are also afew part-time employees.

The municipality and individuals in isafjardarbaer had the initiative
of locating the centre in isafjérdur. The Ministry of Social Affairs funds
the centre, for the most part. The centre has been active in initiating pro-
jects and has received financia support from funds and other formal net-
works on a nationa level. Its manager noted that the centre has the
goodwill of the municipal institutes and society in general. However, its
services are expensive to run and it has very ambitious aims, and thus
requires more capital to grow in accordance with this need.
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Most things have gone well in its implementation process. It takes
time to win the trust of potential clients, but immigrants are beginning to
use its services more and more. The centre has worked with various mu-
nicipal ingtitutes and firms, and this co-operation has been successful.
Most actors, both in the private and public sector, are willing to look into
the possibility of taking part in developing projects, e.g. language teach-
ing.

In the beginning, the centre was established as a trial project for
three years. The Ministry of Social Affairs has organized a committee
with representatives from various ingtitutions (among others the West
Fjords Multicultural and Information Centre) to shape future policy in
immigrant affairs. Thus, the centre still works in accordance with the
origina plan from 2000, but the ministry has increased its financia sup-
port. The plan is to strengthen this in the future and the committee will
soon deliver its proposals. The manager noted that decision-making is
fairly easy on amunicipal level and it is important that the municipal au-
thorities are close to the field that the centre is working in. She has easy
access to the municipal authorities. Overall, the manager of the centre has
had a good experience of the municipality, although there are aways
some things that might be better. She underlined the risk that immigrant
affairs will become isolated in the centre and not be dealt with by al the
institutes in the municipality. She claimed that it is positive and worth
noting that safjardarbaa aims to take a leading role among the munici-
palities of Iceland in immigrant affairs.

Municipality B: Hor nafjordur

The districts around Hofn, the largest town in Hornafjordur municipality,
have traditionally relied on agriculture. H6fn was established as a mer-
chant centre for the region and in spite of difficult harbour conditionsit is
the best available in the area. Agriculture is still avery significant source
of income in the rural districts but fisheries are today the most important
industry for the municipality, especialy in the town of Hofn. The fisher-
ies are more diversified than in most other fishery-based towns in Ice-
land. A large proportion of the lobster catch is landed in H6fn and the
town is actually using this creature to promote itself, for example with a
‘lobster festival’ held each summer. A characteristic of the fisheries in
Ho6fn is that this is not done by trawlers but by smaller vessels that
change fishing gear according to season.

With the introduction of the ITQ-system, a process of restructuring
in the fisheries began, with various consequences for fishery towns such
as Hofn. The people in HO6fn have, in many respects, coped successfully
with these changes, at least judging by the population devel opment. Since
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the process of amalgamation with the neighbouring districts, the role of
Hofn as the commercial and administrative centre of the region has
strengthened. The service sector is becoming more significant and is now
larger than the agricultural sector (Sveitarfélagid Hornafjorour et al.,
2002). Thereis still one large fishing firm located in the town; tourism is
also gaining in importance and is now a major economic sector in the
region.

The municipality has clear policies for different sectors of society,
for example in the fields of rural affairs, information technology and edu-
cation, and in economic fields, including social services and environ-
mental affairs. When it comes to economic development, emphasis is
placed on innovation, knowledge and a professional administration envi-
ronment (http://www.hornafjordur.is). In order to boost innovation, re-
search and development activities are particularly emphasized, especially
in the fisheries, knowledge-intense businesses (ICT) and industry. The
municipality also looks to an increase in tourism, as Hornafjoréur has
some of the best-known natural attractions in Iceland. The national park
of Skaftafell is located in Oradi, one of Hornafjordur’ s districts, and Vat-
najokull, the largest glacier in Europe, is atourist attraction in itself. Cul-
tural tourism is also increasing and some projects in that regard have been
initiated in recent years.

As stated above, the town of Hofn is the commercial and adminis-
trative centre of the region. Hornafjordur has been in the forefront of mu-
nicipalities in taking over some basic functions that were formerly in the
hands of the state, such as health care and primary education. There is a
high school in the municipality, located in H6fn, and a University Centre
located in the same building. Cultura life is vivid and the drama club
puts on a play every year, like the drama club in Isafjardarbear. The rich-
ness of cultural life is often mentioned as one of the characteristics of the
municipality.

Generally speaking, the municipality is considered to be active in
both initiating and supporting innovative firms and projects. Some of the
people interviewed said that various forms of moral support, e.g. leading
the discourse and spreading innovative ideas, were important in their own
right. As in other municipalities, the support of the municipality has
changed markedly since the early 1990s. The municipality can no longer
guarantee loans for companies or support them economically. The mu-
nicipality has changed its strategies both because of bad experiences and
because of the new laws already mentioned above against municipal eco-
nomic business support. The municipality is currently more active in ini-
tiating and supporting economically various cultural innovations, such as
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the Cultural Centre of Hornafjordur, one of the cases discussed below.
Instead of supporting specific companies, the municipality has focused
more on general strategies, aiming at improving the environment for in-
novation and economic development. The municipality has been a mem-
ber of the Economic Development Fund for East Iceland and the Business
and Regional Development Centre for East Iceland. The most interesting
strategy in the municipality is the building of Nyheimar, one of the inno-
vations discussed below. With this building, and the environment that the
municipa authorities hope to create within it, the aim is to strengthen the
local economy and its development in the long term. All in all, it is clear
that Hornafjérour municipality is active with regard to innovations.

Strengths and weaknesses

Asin I'%tfjaraarbaer, informants were asked to mention some of the main
strengths and weaknesses of the municipality in general. Some of the
main strengths mentioned were:

e The‘do-it-yourself’ mentality. This was often mentioned as a
characteristic of people in the municipality, especialy in the
town of H6fn. Some linked this mentality to the geographical
isolation of the town. The next villages are 100 km to the east
and 200 km to the west. They maintain that people in H6fn
are used to being self-reliant and that is why they have this
innovative or entrepreneurial spirit.

e  The composition of the community. H6fn is a young town that
had been growing until the last few years. There are not many
inhabitants who are ‘originally’ from H6fn and many noted
that thisis one of the reasons why H6fn is a dynamic commu-
nity, especially in terms of innovation.

e Nature and landscape. This is a resource that people in Hor-
nafjorour have used successfully in tourism development, for
example to market the landscape as a background for movies
and other entertainment productions.

e  Successful cross-political co-operation. Even though some
changes have occurred in municipal government over the past
decade, some people mentioned that politicians have been
able to work well together on all the larger issues.

Similarly, people mentioned various basic barriers:

e |solation was probably the weakness most often mentioned in
one way or another. Even though transportation is generally
good, especially the road connection to the capital, the dis-
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tance is long (approx. 450 km). The flight connection has
worsened.

e Smal market. It is hard for private businesses to ‘make a liv-
ing’ in such a small market environment and it makes al pub-
lic services more expensive.

e The need for a ‘factory’. In a similar way to [safjardarbaer
(where the ‘factory’ was called a ‘trawler’), people noted that
the economy needed stabilization. One big company that does
not have the seasonal fluctuation of the fisheriesis required to
bal ance the economy.

e Thedownside of the entrepreneuria spirit is a weakness some
people mentioned, that it can be hard to mobilize people to
work towards a common goal.

e The lack of education on the part of the population and the
lack of educational possibilitiesin the municipality.

e The harbour conditions. The harbour is a huge barrier for the
development of tourism in the area, asit cannot be used by the
bigger cruise ships.

Innovationsin Hornafj6rour

In Hornafjordur, fifteen innovations were mentioned that are either in
operation or in preparation. Eight may be grouped in the business sector,
two in the cultural sector and one in the public service sector. The others
may be grouped in two or more sectors. The projects chosen from Hor-
nafjorour are: Galdur ehf., Nyheimar and the Cultural Centre of Hor-
nafjoréur.

Business sector: Galdur ehf.

In the business sector we chose a firm called Galdur (this trandlates as
Magic). Galdur is ayoung firm, founded by two entrepreneurs in January
2002. Both of them had been working for Skjavarpid, an ICT firm that
went bankrupt in 1999. They wanted to carry on living in H6fn, working
in the same sort of business as before. Galdur started out as an ICT firm,
with most of the work involving the design of Web-pages and other
graphic design projects. The firm was inaugurated with support from the
Entrepreneurial Centre, part of the Nyheimar project discussed below,
which is supposed to support innovators. At the time, the Entrepreneurial
Centre was not formally established, so Galdur was a kind of atria pro-
ject in that context. By means of this support, inexpensive office premises
were obtained for the first few months. In January 2002 Galdur was
founded on a formal basis, and in the spring of 2003 it moved out of the
Entrepreneurial Centre; at the same time, a new dimension was added to
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the business with the purchase of the local weekly newspaper. Today,
Galdur runs a local information Web-page where people can post adver-
tisements and read the local newspaper, and has recently begun to offer
photo services.

Galdur was the first firm to receive direct support from the Entre-
preneurial Centre. At the time, the Entrepreneurial Centre was located in
arented house in H6fn since the new building, Nyheimar, was not ready.
Galdur was to some extent caught up in a difficult transition period when
the Entrepreneurial Centre moved. Nobody knew how high the rent
would be in the new place, but at the same time the move had to be made.
This situation was very inconvenient and was part of the reason why the
firm moved out of the centre. One of the owners of Galdur nevertheless
noted that the centre's support was very important to them when they
started the business. The main barrier to their innovation has been obtain-
ing investment capital. Banks and loan institutions usually require estate
guarantees, which many firms that are starting up do not have. Thus, al-
though the local environment is in many ways innovation-friendly, the
situation is not the same at a national level, especially for firms based
outside the capital.

Galdur’s innovation is multi-faceted. It is not the only computer
firmin Hofn, but it is unique in its combination of work. Galdur both cre-
ates Web-pages for clients all over the country and services them, and at
the same time it runs the local information and news agency, both on the
Internet and through the local newspaper. This has worked out so far but
one of the founders has said that it will be a long time before they can
hire more employees. The two men work for Galdur and their wives also
work for the firm, but the latter’s work is more intermittent. Even though
the Entrepreneurial Centre has supported Galdur, the municipality has not
directed its business or purchase power in this sector towards Galdur.

The business relies on a mixture of local and national networks.
Galdur is now located in a premises with another ICT company and it is
felt to be very important for both of them to have this micro ‘in-house
network. As mentioned above, most of the clients are from other parts of
the country, while the information and news service is the most local as-
pect of the business. The network or links with the municipal authorities
could be improved.

Galdur’s experience of the municipality has been both good and
bad. Nevertheless, the municipality cannot be said to have been an obsta-
cle, rather it has moved from the role of being a facilitator to that of an
audience. The municipality acted as a facilitator when they were starting
up, but Galdur was then caught in the middle when the Entrepreneurial
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Centre was established on aformal basis. The municipality was to a great
extent responsible for the delay in starting the new Entrepreneurial Cen-
tre. One of the owners interviewed says that, overall, Icelandic munici-
palities are too slow and everything takes too long, especially with regard
to small innovative firms that both want and need to move fast.

The public service sector: Nyheimar

In the public service sector we chose Nyheimar. Even though Nyheimar
could be grouped within all the sectors, it is first and foremost a public
service project. It is meant to offer systematic general support to innova-
tive firms and entrepreneurs, and to serve as a centre for research and de-
velopment in the municipality. The idea of Nyheimar first came up in
1995 and it was formally founded in the summer of 2003. It is the single
largest municipal project that is directed towards improving the admini-
stration of economic development. The building of Nyheimar houses the
local high school/ further education college, the largest library in the mu-
nicipality, the Entrepreneurial Centre and a branch of the University of
Iceland. In 1995, the idea of establishing aresearch and development cen-
tre/science park came up in relation to plans for the construction of a new
building for the high school/further education college. At the time there
was a discussion going on in the municipality about how it should sup-
port the economy and enhance innovation. Nyheimar has been through a
long process since then. One of the first steps was to establish links with
the University of Iceland, which now has a University Centre based in
Nyheimar. The idea then developed and in 2002 a new building was
ready that currently houses five institutes/centres. the Entrepreneuria
Centre, the high school/further education college (FAS), the University
Centre, the municipal library and the Cultural Centre of the municipality
of Hornafjordur. More research institutes will be located there in the fu-
ture. One interesting aspect of the story is that it was not until the high
school/further education college was associated with the idea of Nyhei-
mar that the Ministry of Education was willing to give financial support
to the building of a new high school/further education college.

The municipa authorities, as Nyheimar’s co-ordinators, have sup-
ported the project from the beginning, and the public in Hornafjordur has
generally supported the building of this new centre of research, education
and development. The municipal authorities view Nyheimar as beneficial
to the economy and as an important step towards a more innovation-
friendly environment in the municipality. It has more or less ended all its
specific strategies for supporting individual firms. The building of
Nyheimar has been very expensive and the municipality has not obtained
the support from state funds and loan funds, such as the Icelandic Re-
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giona Institute, for which it had hoped. The building of Nyheimar has
contributed to the municipality’ s growing debt.

The high schoal, the library and the University Centre moved into
the new building of Nyheimar in 2002. The Entrepreneurial Centre was
formally established in the summer of 2003, but before that the munici-
pality ran a smaller version of the same model (see above). The new En-
trepreneurial Centre is run in co-operation with the Ministry of Industry,
the Icelandic Regiona Institute, the New Business Venture Fund, the
Business and Regional Development Centre of East Iceland, IceTec, and
private firms and businesses in East Iceland. The Entrepreneurial Centre
was the final part of Nyheimar to become established in the Nyheimar
building, with a manager hired in June 2003. The Nyheimar project still
needs time to prove itself, but it seems to have the potentia to function
well. Municipal authorities are optimistic that the building of Nyheimar
will prove to be a significant support to innovation and development in
Hornafjordur, and that this could be a model that other municipalities will
use in their own coping strategies.

The continuity of the high school, the library and the cultural cen-
tre is quite secure for the foreseeable future. The University Centre will
develop and it may take some time to establish it firmly, mainly because
of alack of research funds (there is no shortage of research projects). The
Entrepreneurial Centre is still an interesting experiment, but it remains to
be seen whether it will become more than that. It may depend upon the
patience of the municipal authorities and the general public. Some of our
informants noted that people are beginning to long for concrete resuilts,
perhaps not realizing that it may take a long time before the innovations
begin to pay off.

Nyheimar is designed to optimize the ‘interna’ networks of the
people working in the building. The establishment of Nyheimar has to
some extent depended on harnessing networks with local politicians, and
between municipal authorities and the state administration. The idea of
Nyheimar has also been ‘sold’ to the local community, as may be seen by
the general support for the project.

Cultural sector: Menningarmidst6d Hornafjardoar (Hornafjardar Cul-
tural Centre)

In the cultural/civic sector we chose the Cultural Centre of Hornafjordur.
This was founded in 2001, when all the museums and cultural institutes
in the municipality were merged into one. Itsroles are diverse: they range
from running the museums and libraries to managing cultural events in
the municipality. The cultural sector is growing in importance in the local
economy and the establishment of the Cultural Centre is the clearest ex-
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ample of this. In 1990 a decision was made to integrate all the cultural
institutes in the then separate municipalities that later amalgamated into
Hornafjéréur municipality. This institute was called Syslusafn Austur—
Skaftafellssyslu and employed the equivalent of one full-time unit. The
Cultural Centre of the municipality of Hornafjorour was then established
in 2001. Today the centre has eight employees and runs five museums in
the municipality. Its role is also to manage all kinds of cultural events,
e.g. promoting concerts, publishing printed materials and organizing ex-
hibitions.

The Cultural Centre has obtained diverse support. It is financed
mostly by the municipality, but is required to cover 25% of the running
costs on its own. The manager of the centre said in an interview that this
has not been a problem. New funding possibilities have opened up in re-
cent years and the centre has been successful in getting grants and other
financial support for specific projects. He noted that Hornafjordur is not a
‘cultural’ community, i.e. there is not much of atradition in terms of cul-
tural activities, and some people in the community think that the centre is
too expensive for the municipality. The public view is therefore the main
barrier for the Cultural Centre. At the same time, he said that many have
begun to redlise that culture-related activities could provide jobs in the
community and bring money into the town.

The municipality may be said to have acted as both an initiator
and, to some extent, a co-ordinator in this case. Ever since the centre was
established, it has engaged in projects that enhance the cultural life of the
municipality, promoting what existsin the way of culture in Hornafjorour
to both the local population and extra-local actors. One aspect of this
promotion of the cultural heritage in Hornafjoréur is free admission to all
museums, and the main library in H6fn has greatly increased its book
loans by means of another project.

Since the main library, and with it the office of the Cultural Centre,
moved into the new Nyheimar building, there do not seem to have been
any problems concerning the continuity of this project. Overall, people
seem to be happy about the change, though of course it is a matter of
concern that there is not a single arts centre in the municipality, but that
this operates in a number of places in the municipality. Generally speak-
ing, establishing the Cultural Centre has resulted in a better service to the
public.

The Cultural Centre exists in close co-operation with the municipal
authorities, as well as the high school. Since it is located in Nyheimar,
there are good possibilities for co-operation with other institutes. The
manager of the Cultural Centre has been involved in the development of
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Nyheimar and has also become part of the municipal government. The
Centre has good connections with the Cultural Council of East Iceland,
which is a fund for cultura activities, as well as with other funds and
networks in East-lceland. The municipality has supported the Centre
since it was established and has improved the level of municipal service
in this sector. It has also changed its attitude towards culture and cultura
activities, making this more positive.

Summary and discussion

We have presented diverse innovation projects from two municipalitiesin
Iceland: the municipality of Isafjardarbear and the municipality of Hor-
nafjoréur. Both of these are municipalities that have been resource-based
until recently: isafjardarbea was built around the fisheries and Hor-
nafjordur municipality on agriculture and the fisheries. Today, these mu-
nicipalities have to cope with a restructuring of the fisheries and agricul-
tural sectors. They still base their existence primarily on these sectors, but
have had to search for more diverse economic activities. In both munici-
palities the service sector has been growing, and in both we find that in-
novations relating to fisheries and the labour market are becoming more
diverse. In addition, the authorities in both municipalities have set out
clear policies for different sectors of society.

In isafjardarbae, the strategy of the municipality has been to place
an emphasis on growing research development, especialy in relation to
the fisheries and related industries. The authorities are consciously seek-
ing to enhance innovative practices and are paving the way without being
direct participants themselves, except to a very limited extent. The mu-
nicipality is more active in the cultural and public service sectors than in
the field of business. Overall, it is safe to say that the municipal authori-
ties of Isafjardarbagr are conscious of their role as supporting actors to
innovations and they are working systematically to improve the environ-
ment for various innovations.

In Hornafjordur, the strategy has been similar, i.e. a focus on
knowledge-based industries and research and development activities to
boost innovations. The municipality also places great emphasis on the
growing development of tourism in the region. In recent years, municipal
authorities in Hornafjéréur have moved away from the direct economic
support of specific firms towards emphasizing genera strategies that are
aimed at improving the environment for innovative activities. As in
I safjardarbaer, the municipality has taken a more active role in the cultural
and public service sector, as the examples of Nyheimar and the Cultura
Centre clearly demonstrate.
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We selected three cases of innovations in each municipality, which
were grouped respectively in the economic sector, the public service sec-
tor and the cultural sector. While the municipality’s role may vary with
each innovation, a general pattern of involvement can be detected. The
municipalities have loose relations with the economic sector and seem, to
some extent, to be placing more emphasis on the public service sector and
the cultural sector than before. No doubt the laws concerning the munici-
palities that were passed in 1998 have had an impact in this direction. The
general discoursein Iceland, and in an overall Nordic context, concerning
innovation and regional policies also points in this direction (e.g.
Byggdastofnun, 1999). The so-called new regional policy emphasizes
research and development, innovative activity by local people and the
role of the municipalities as facilitators of economic development
(Byggdastofnun, 1999; 2001).

The active, more initiating and co-ordinating role of the munici-
palities in the sectors of public service and culture demonstrates a partly-
changing attitude towards these * softer’ sectors of society, as may be seen
in the case of the Cultural Centre of Hornafjordur. People are beginning
to appreciate the economic importance to society of such institutions,
rather than simply perceiving them as a burden on local funds. This also
shows that ideas concerning innovation that are held by municipa au-
thorities are not of a purely economic nature.

A common weakness in the municipalities, according to our infor-
mants from the central authorities, is the lack of ballast in the local econ-
omy. In Isafjardarbaa people said they missed a ‘trawler’ in the local
economy, whilst in Hornafjoréur the metaphor of a ‘factory’ was used.
The way in which both municipalities have played a role in innovation
processes may be seen as a means of facilitating the emergence of such a
‘factory/trawler’ from local resources, in the form of knowledge and hu-
man capital. Altogether, this highlights the understanding that working on
creating a viable environment for innovations, and improving general
living conditions for the inhabitants, are part and parcel of the same proc-
ess or, better, the same coping strategy.
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Appendix 1
A list of al the innovations mentioned in the interviews.

| safjar darbear

Sindraberg: an old shrimp factory, now used for the production of fresh
sushi dishes.

3X-Stal: manufacturer of seafood and shrimp-processing egquipment.

Pdls: manufacturer of computerized weighing machines.

Cod farming: the cod farming itself takes place in other municipalities,
but some people from i safjardarbaa are involved.

The School and Family Office: discussed above.

The Westfjord Development Agency: aregional development office.

The Westfjord Development Centre: a place/forum where different firms
and institutes are located.

Educational Centre: a state-run project aimed at improving possibilities
for lifelong learning.

Snerpa: discussed above.

Destination Viking — Gisla Saga Surssonar: a cultura tourism project.
Vigur: tourist development.

Distance learning projects.

Group for craftsmanship.

Cultural projects: the building of arts centres.

The West Fjords during the Middle Ages:. research into this era, for both
applied and academic purposes.

The fisheries: different projects of product development.

The West Fjords Multicultural and Information Centre: discussed above.

Hor nafjor dur

Norduris: uses biotechnology in the processing of marine products.

The Glacia Centre: a planned centre for both academic and public pur-
poses.

Nyheimar: discussed above.

The Cultural Centre of Hornafjoréur: discussed above.

Jokulsarlén: tourist development around the glacial lagoon in Orafi.
Pérbergsstofa: a tourist development and research project based on the
life of POrbergur Pordarson, awriter who was born in Orafi.

Arctic char farming: located on afew farmsin the municipality.

The fish market.

Galdur: discussed above.

The national park of Vatngokull: this project is on hold at the moment,
because of unresolved issues regarding the ownership of the highlands.

87



Bird-watching centre: located at Hofn.

Lonsoradi: thisis an area east of HOfn. It is being developed as a hiking
paradise and al vehicular traffic is forbidden.

The building of agym at Hofn.

Moviemaking: the landscape in Hornafjordur is popular as a background
for music videos, commercia's and movies.

Trial projectsin public service: the municipality of Hornafjéréur has been
active in taking part in tria projects where municipalities have taken over
some of aspects of service that the state used to provide.
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