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1 
The development plan has been based on the prevailing conditions 
in the manufacturing industry and the fact that an opening up 
the European Common Market will drastically change these con- 
ditions.   Beginning in 1973 the Icelandic market will gradually 
be an open market where industrial firms from all Western 
countries can compete on similar conditions. 
The basic aim of the development pl^n is to suggest ways and 
means to prepare the industrial firms and all institutions 

assisting the industry for this new situation. 

The preparation of the plan has consequently been carried 

through with the following objectives in mind: 

1 To create an instrument to be used in the further pro- 
gramming and implementation of necessary actions in the 
process of industrialization in Iceland. 

2 To prove the necessity of changes in various areas« 
changes that seem to be necessary for the future develop- 
ment of the Icelandic society but may be of disadvantage 
for certain groups of people or for certain  individuals. 

3 To provide a homogenous system of proposals needed for 
a progressive development of manufacturing industries 

during the planning period. 
«i To present facts and figures needed for an effective 

appraisal of the realism in proposed actions. 
5 To prepare a programme of action for an efficient start 

of the implementation of the development plan. 
6 To provide a set of supplementary information to be used 

by politicians, industrialists, and the general public 

in their appraisal of pros and cons of proposed actions. 
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The primary goal in the process of further industrialization 

in Iceland is to increase the competitive power of the firm. 

The production per man-year is considerably lower in too many 

Icelandic firms compared to corresponding firms in neighbouring 

countries - and there are many reasons for that. 

In spite of some disadvantages (lack of domestic raw materials, 

limited domestic market and long distances to material and 

product markets) it is clear, however, that through joint 

efforts it will be possible to reach the target of the plan, 

which has been formulated as follows: 

A PROGRESSIVE MANUFACTURING INDUSTRY CAPABLE OF 

COMPETING WITH OTHER INDUSTRIES ON THE WORLD 

MARKET AND EMPLOYING AROUND 20,000 PEOPLE IN 1980. 

To reach the targets for 1980 requires a series of substantial 

changes and improvements in many areas of activity. The out- 

come of this part of the development process depends to a great 

•xtent upon the mutual connection of changes and improvements, 

timely implementation and the overall co-ordination. 

A model of an overall plan of industrialization has been pre- 

pared based on the following two basic principles: 

1    Specialization of functions 

In the process of industrialization the responsibility 

for the fulfilment of established targets are decentra- 

lized. A number of institutions, agencies, marketing 

firms and industrial firms, each perform one specialized 

function in one distinctive area of activity: wholesalers 

for the supply of materials, general agencies for supply 

and maintenance of machinery, industrial firms for pro- 

duction, wholesalers and branch-organizations for export 

marketing of goods, and the whole industrial infrastruc- 

ture for all kinds of services and financial support. 



IV 

2    Specialization in the manufacturing of industrial products 

In the process of manufacturing the firms are concentrat- 

ing their effort on a very limited number of products 

utilizing all the advantages of specialization. 

The basic ideas behind this model of industrialization are: 

otimum utilization of limited resources during the plann- 

ing period; 

an adequate introduction of new industrial goods on the 

world market; 

the need for an instrument for balanced actions of develop- 

ment in various areas. 

The model has been visualized on page V. 

This model just shews the overall approach to be used in indu- 

strial development especially in the development of the indu- 

strial infrastructure. It is of course up to the individual 

firm to decide what shall be the responsibilities of the firm 

and what shall be bought from outside service institutions. 

A fundamental aim in all decision-making during the first years 

of the planning period is to achieve a satisfactory balance in 

investments and actions in various activities in the process 

of industrialization. 

Too large investments in advisory services without correspond- 

ing investments in product development and export marketing 

may cause unemployment and too much effort put into export 

marketing without a substantial improvement in product quality 

and industrial discipline could spoil export possibilities for 

a long period of time. Examples can be mainfolded. 

All areas of activity are interrelated and a continous follow 

up of investments and actions is of Kreat importance. Almost 

any investment in some area without a corresponding investment 

in some other area (s) may cause severe disturbances in the 

society. The model may serve as a good instrument in the 

process of follow up. 
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The realization of this model in practice include a variety of 

•«asures of which the following are the most important: 

1^  A change-over from highly diversified production on order 

to specialized production for stock in export oriented in 

dustries. 
This change-over is a slow process and a difficult one to 

manage and carry through, but it is the most necessary step 

to take. 
ÎN  Establishment of specialized firms serving the whole manu- 

facturing industry, such as an iron foundry, firms for tool 

design and tool making, heat-treating and electro-plating. 

These firms are one of the prerequisites for specialization 

in other firms. 
3¿  Establishment of export agencies responsible for marketing 

research, trade information, export promotion as well as 

the execution of the export of manufactured products. 

Besides the already established agency for the canning indu- 

stry, The Seafood Corporation, it seems necessary to establish 

two more agencies during the planning period: one responsible 

for the export of goods from the engineering industry, the 

shipbuilding industry and the furniture industry and one for 

woolen products, skin and skin products, garments and sundry 

exports. 
These institutions could also assist the firms in the import 

of machinery, special equipment and spare parts. 

¡K  Establishment of specialized institutions or firms responsi- 

ble for the import of raw materials. 

Two agencies could be envisaged during the planning period: 

one for the import of wood and wood products and one for 

the import of all kinds of raw materials for the engineering 

and shipbuilding industries. 

5^  Development of a comprehensive programme for basic and fur- 

ther training of all categories of industrial personnel and 

putting this programme into practice. 

The process of training and retraining is an ingredient part 

of the process of specialization in production. 

jBu   Further development of the industrial infrastructure. 

Of special importance is the establishment of an Industrial 

Development Centre and a number of Industrial Centres. 
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7_j.  Improvement of the productivity of labour within individual 

industrial firms (as measured in the volume of production 

per man-year). 

8. Adaptation of government rules and regulations affecting 

manufacturing industries to the conditions of today and to- 

morrow. 

9. State financial support to the further development of the 

industrial infrastructure as well as to individual firms 

for investments and general rationalization. 

Experiences from other countries prove that this is an essen- 

tial part of the implementation. 

10. Large investments in small-scale industry and in large-scale 

industrial projects are necessary if full employment condi- 

tions are to be maintained. 

The power requirements in large-scale industries call for 

the establishment of two more power plants during the plann- 

ing period. 

It seems to be possible to finance these investments without 

to much disturbances in the overall allocation of capital 

during the planning period. 

11. The overall economic policy must be more industry oriented 

aiming at a major increase in the productivity of labour. 

12. It seems advisable to extend the development plan presented 

here to include the fish processing industry and the con- 

struction industry. 

Investments in the industrial infrastructure could then be 

better utilized, the programme for further training could 

be developed for the whole industry, and the effects on 

wages and prices of improvements in the productivity of 

labour better controlled. 

In Appendix 1 a list of "Essential ingredients in an industrial 

development strategy in Iceland" is presented. Four of the items 

on the list is repeated here in order to emphasize the need of 

overall co-operation in the implementation of the Industrial 

Development Plan. 
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The four ingredients in a development strategy are: 

1 A foundation of generally accepted batic values and 
primary objectives. 

2 A constructive attitude towards industrial development 
fro» politicians and the Althing» state and communal 
authorities, representatives for agriculture, fishery» 
and other sectors of the society and fro« the public in 
large. 

t       A constructive attitude fro» industrialists towards pro- 
fessional management and improvement of managerial 
techniques - eventually at the sacrifice of the system 
of family-owned companies. 

ü       Realistic recognition of needs and weaknesses. 



1.1 

i    IDENTIFICATION Of THE PROBLEM 

The preparation of a long-term development plan for one sector 

of the society has to be based on the following factors: 

the basic values and primary objectives formulated for 

the society as a whole and the allocation of priorities 

in balancing primary objectives; 

the economic situation in the country and major changes 

that can be foreseen during the planning period; 

the economic policy put into practice; 

the prevailing situation in the sector of current interest; 

the international situation and major changes that can be 

foreseen during the planning period influencing the develop- 

ment in the sector in question. 

The factors that have the greatest influence on the problems to 

be solved in this plan are the first one and the last one. 

1.1 Basic values and primary objectives 

The basic values and areas for primary objectives to be used in 

development planning are the same almost in all countries. What 

differs is the allocation of priorities in balancing primary 

objectives: employment, economic growth, price stability, balance 

of payments, and living conditions. 

The preparation of this long-term industrial development plan 

has been based on the following allocation of priorities: 

full employment with due regard to price stability, which 

means unemployment for 1.5-2.0 per cent of the labour 

force ; 

optimum economic growth with due regard to good and equal 
living conditions for all citiiens. 

Full employment means that manufacturing industries are supposed 
to employ around 20,000 people  1980. 

1.2 The international situation 

The entry into EFTA and the provisional agreement with EEC will 

gradually create a completely new situation for the manufacturing 

industry. The domestic market sofar protected by tariffs and 

trade regulations will no longer exist. Instead there will be 
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a European market  involving 16 nations and 300 millón people 
where a great number of industrial firms will compete on almost 
the same conditions.  Product quality, product price, and delivery 
reliability will be the measures of competitiveness and the 

qualifications  for survival. 
One of the results of this new situation will be that the share 
of the Icelandic market controlled by Icelandic  firms will be 
reduced for several sectors of industry. From 1959, when Norway 
entered EFTA,  to  1970 the Norwegian  industry lost  13 per cent of 
the share of the domestic market for textile goods,  19 per cent 
for ready made clothing, 41 per cent  for shoes, and 16 per cent 
for furniture. After ten years inside EEC the share of the do- 
mestic market  in Belgium for the Belgian manufacturing industry 

wat reduced from 58 to 38 per cent. 
These facts give in a nutshell the fundamental problem to be 
solved by the future development of manufacturing industry: 

if the existing firms in many industries will survive it 
is necessary to compensate the loss of the  share in the 
Icelandic market through export of industrial goods.  So 

they did in Norway and so in Belgium; 
in order to make it possible to create export markets 'for 
affected industries the product quality and delivery reli- 
ability have to be improved and the product costs sub- 

stantially reduced; 
for. the  fulfilment of the  "full employment"  objective the 
overall volume of production in manufacturing industries 
must be materially increased which also means a corres- 
ponding  increase of the export of industrial  goods; 
all industrial firms will be involved in this process of 
productivity improvement,  even those firms producing for 
the  Icelandic market only.   If  so will not be the case 
these  firms will not be able to attract competent manpower 
or pay competitive rewards.  This is, of course,  valid for 

other  sectors of the society,   too. 

The alternatives  for the manufacturing industry seems  to be: 
a substantial increase  in production per man-year and 

export of  industrial goods or 
stagnation,  close down of  factories and unemployment. 
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1.3      The ma£nltude of the problem 

Based on official statistics the following comparison is made 
of the average gross  value added per man-year      in manufacturing 
industries in Sweden,   Norway, Finland and Iceland for the year 
1970.   For further details see the diagram in Fig.  2.3. 

Gross value added       per cent 
per man-year US f 

Sweden 10,000 100 

Norway 8,300 83 

Finland «.100 61 

Iceland *>900 *9 

There might be differences in reliability of statistics but the 
fact can be established the the production per man-year is lower 

in Iceland than is the case in Sweden,   Norway and Finland. 
Direct comparisons within certain industries made recently prove 

this fact. 
It is of course unrealistic to believe  that the Icelandic  indu- 
stries shall be  able  to reach the  same   level of average compe- 
titiveness during the  planning period as have the Norwegian and 
Finnish  industries.   It  seems realistic,   however,  that through 

joint efforts  it might be possible to double the average pro^ 
duction per man-year  up to 1980.  That would give the export 
industries a possibility to reach a level of competitivenes that 
might make it possible to compete on the world market on a larger 

scale. 

l.i»      The purpose of  development planning 

The preparation of the long-term development plan for the manu- 

facturing industry has been carried out  with the following 

1) Gross value added  has been defined  as  follows:   for a given 
enterprise,   the market price of goods completed,   less the cost 
of materials purchases from others   is value added.  Value added 
may be gross or net.  Gross value added  includes  payments for 
taxes,  interest,   rent, profits,  reserves  for depreciation,  and 
compensation to management and other  employees,   including 
social security.   Net value added excludes depreciation.  The 
Gross National  Product is the total   gross  value  added by all 

the productive enterprises in the  economy. 
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1.1» 

objectives in mind: 

1 To create an instrument to be used in the further.pro- 
gramming and implementation of necessary actions  in the 
process of further industrialization in Iceland. 

2 To prove the necessity of changes  in various areas,  changes 
that seem to be necessary for the  future development of the 
Icelandic society but may be of disadvantage  for certain 
groups of people or for certain individuals. 

3 To provide a homogenous system of proposals needed  for a 
progressive development of manufacturing industries during 
the planning period. 

k To present facts and figures needed for an effective 
appraisal of the realism in proposed actions. 

5 To prepare a programme of action for an efficient start 
of the implementation of the development plan. 

6 To provide a set of supplementary information to be used 
by politicians,  industrialists,  and the general public 
to be used in their appraisal of pros and cons of proposed 

actions. 
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2.       pjgTINCTIVE FEATURES AFFECTING  INDUSTRIAL DEVELOPMENT 
pllñWMIMG IN ICELAND 

2.1        Historical background 

The industrial development in Iceland diffère in »any respects 
from industrial development in other West-European countries. 
There  «re many reasons for that, some of which will be discussed 

here. 
Iceland is the most sparsely populated country in Europe - 

approximately 2 inhabitants per square kilometer (Norway, 
which  comes second to Iceland is this respect, has 11  inhabit- 
ants  per sq.km.).   This means a limited domestic market, com- 
plicated communications, and a lot of problems related to 

regional development. 
The most important natural resources are the extensive 

grasslands and rich fishing banks.  On these depend the two 
occupations of farming and fishing, which have always provided 

the  Icelander's chief means of livelihood. 
Other important natural resources are the sources of 

energy available  in the form of water-power and geothermal1 

heat.   The average annual hydro-electric potential of techni- 
cal explotiable power has been estimated at t million kW of 

continuous capacity. 
Iceland is, however, lacking most of the classical raw 

materials for industrial production other than product« from 

agriculture and fishing.   Urge quantities of perlite and pumice 
have been found *"* there are several deposits of dia- 
tomaceous earth of which the largest one,  at the bottom of 
Lake Myvatn, is used for production of high grade diatomite. 

No more deposits of economic importance have been found. 
Minerals containing copper,  lead,  zink and other valuable 
metals have been  found in the south-eastern part of the 
country, but no big deposits have been discovered. 

Manufacturing industry started rather late in Iceland. 
The  changeover from handicraft to industrial production start- 
ed between 1920  and 1930 and it was  first during and after 
World War II that industry employed more people than any other 

occupation.  (See  table 2.1). 
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TABLE,2¿i 

Breakdown ' of population in Iceland 1060 - 1960 
according to source of livelihood (in percentages) 

i860 1880  1890 1910 1920 1930 19U0 1950 1980 

Primary sectors 

Agricultura  ..  79.S 73.9 65.F 51.0 12.9 35.1 30.6 11.9 15.S 
Fiihing       9.H 12.» 18.1 19.7 18.9 16.7 15.9 10.8 7.3 

Industry      1.1    2.2    2.9 8.3 11.3 18.9 21.3 32.5 35.5 
Services      5.5    5.8    7.1 18.3 22.6 2*».7 27.0 29.5 32.7 
Pensioners etc.       H,b    5.7    6.H 3.7 ».3 3.9 5.2 7.3 9.0 

loo.o loo.o loan íoao loao looo îooo íoao îooyo 

1) Allowance must be made for inaccuracy in the tabls owing 
to variation in classification Methods over the years. 
(Iceland 1966, p.   163). 

During the last century labour has been moving fron agricul- 
ture and fishing to industry and trade and service (in more 
general terms from the primary to the secondary and tsrtiary 
sectors). This is shown clearly in the diagram in fig 2.1. 
This tendency is the same in all western countries. A remarka- 
ble change in this trend, however, ocurrsd in Iceland after 
1961. The downward trend in the primary sector stopped and 
from 1965 onwards the size of the labour force i e unchanged 
around 19% of the total.   In the industrial sector the upward 
trend stopped and changed into the opposite - from 1964 there 
is a decrease in employment fro» «*8 to 46%. The trade and ser- 
vice sector is, however,  still increasing even though the trend 
is not as clear as before.1' 

1) One explanation to this change in the trend might be the 
change in the statistical technique used.  Up to 1960 the 
figures are based on Census Data ind from 1963 onwards 
on accident-insured work-weeks. The trend after 1963 is, 
however, still to be explained. 
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Th. axpan.ion of manufacturing indu.tri.. ha. DM» 

followad, contrary to agricultura and »libarla». by a rapid 
lncN.« in ..ployant. Fro« 1950 to 1960 th. number of »an- 
ya.r. in manufacturing indu.tri.. incr....d by SO par cant. 

In*..f.nt. wra, howavar, much low.r p.r amployaa in 
.anufacturing indu.tri« than in agricultur. and fi.hari.. 
during th. .— Period, •• can ba aaan in Tabi« 2.2. 

Oreas Imrestmanta in Diffarant Sactort IMI •0. 

Oroai 
Xnvaitmanti 
itsi-eo 
Mill.kr 
1954 pricai 

Number of 
man-yeari 
1960 

Agricultura 
Fiahing 
Industry 

Fiih Procaaaing 
Othar Industrial 

Othar Sactora 

moo 
•oo 

1.2S0 
450 
710 

6.470 

12.200 
5.H00 

11.100 
7.000 

11.100 
16.000 

Qroaa Invaitmanti 
par man-yaar 1960 

1.000 xr. 
H5i» prioaa 

111 
Hi 
IS 
It» 

II 

Total 9.700 72.400 114 

fro« "Draft Davlopmant Program- 1912-66% paga 1:20. 

Oro., fixad aaaat formation haa always ba.n lower in 
manufacturing indu.tri.. (.xcl.   fi.h proc.ing and alumxnum 
production) than in agricultura.   From Tabi. 2.3 it can b. foun 
that during th. pariod 1960-1970 th. sh.r. of manufacturing 
indu.tri.. ha. b.an .lightly below 7 p.r cent of th. total 
•xc.pt for two y.ar.. In agricultur. th. shar. ha. b.«n well 
abov« 7 p.r c.nt of th« total,  from 7.3 to 11.1 par c.nt. 
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2.2 The Prevailing Industrial Situation 

Manufacturing industries (exclusive fish procasting) employed 
1970 about l'è. 160 people or 16.8 per cent of the total labour 
force, which is more than any other single sector of the econ- 
omy did that year (Table 2.4). The estimated contribution to the 
total gross national product was 1969 15.6 per cent and manu- 
facturing industries have for the first time reached the same 
level in this matter as fishing and fish processing (Table 2.5). 

The_si2e_of_entergrises; Manufacturing industries are dominated 
by small firms engaged in   relatively   unsophisticated processing. 
The size distribution of the 2.160 firms are dominated by the 
one-man category of companies (almost 750)  and only about ISO 
firms employ more than 20  persons. 
The distribution of industrial enterprises according to number 
of people employed is visualized in fig.  2.2. 

Table 2.6 the manufacturing industry has the traditional  distri- 
bution of employment among  industries.   Food  industry  (including 
dairy industry,  slaughterhouses, other food, beverages and to- 
bacco)  employed  1970  2.340  people, textile  rhoes and garments 
2.030 and furnitures and fixtures 1.198,  in all about 40  per 
cent of the total number of employees. 
Normally the employment in these industries proportionally de- 
creases while the employment increases  in such branches as metal 
industry, chemicals and petrochemicals and electrical appliances. 
In Table 2.6  it can be seen that the downward tendency in textiles, 
shoes and garments has turned upwards during  1970  and also for 
food industry and furniture and fixtures there is in fact an 
upward trend.   In petrochemicals there  is a great increase(in 
the statistics aluminum is  included in this group), but in metal 
industry and electrical appliances there is almost status quo. 
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TABLE Ì.H  Distribution of Employaient by Sector 

Ptr c«nt. 

1960  1963 1966 1968 1969 1970 

Agriculture 

Fishing 

Manufacturing : 

of which: 

Fish processing 

Other 

Construction 

Electricity, gas, water, etc. 1.0 

Commerce, banking, etc. 

Transport and communications 8.2 

Other services 

16.0 13.7 12.8 13.0 12.9 12.0 

8.2 6.6 5.8 5.8 6.0 6.7 

10.1 9.9 8.* 7.2 8.2 8.6 

15.S 17.9 17.1 1S.I 16.5 16.8 

10.7 10.6 12.1 13.7 11.5 10.9 

1.0 0.4 0.5 0.5 0.7 0.6 

m.7 16.5 18.1 17.9 17.5 17.9 

8.2 9.6 9.5 9.0 8.8 8.H 

15.7 14.8 15.7 17.1 17.9 18.1 

Total 100.0 100.0 100.0 100.0 100.0 100.0 

1 Based on compulsory accident insurance figures for weeks 
worked in each sector. 

Source: The Economic Institute. 

TABLE 2.5 Gross National Product by Industrial Origin 

Per cent. 

IM« IMI 
Agriculture 

Fishing and fish processing 

Manufacturing other than fish processing 

Construction 

Public administration 

Ownership of dwellings 

Other services 

9.6 7.6 7.5 

16.9 18.5 15.3 
1H.3 13.9 15.6 
11.7 15.2 13.8 

6.3 6.3 7.5 

7.7 7.5 8.7 

33.6 31.0 31.6 

Total 100.0 100.0 100.0 

Note This table, which is based on factor cost data at 
constant 1960 prices, is subject to very wide margins of 
error and should be treated as indicating approximate values 
only. 

Source: The Economic Institute. 
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Production_for_the_domestiç_marketi Manufacturing industries 

are engaged almost exclusively in production for the domestic 

market. In 1969 only 6 per cent of the total value of indu- 

strial production was exported. Exports concentrated to à few 

industries- tannery, canning and woll industry (aluminium and 

diatomite not included). This means, of course, a highly limited 

market, to a certain extent limited competition and thus limited 

industrial development. 

The content of production^ Manufacturing in many industries 

can be characterized as "production on order" and there are 

very few firms built up completely for "production for stock". 

That means a great number of runs in manufacturing and conse- 

quently low utilization of machinery and manpower. Some indu- 

stries, especially metal industry and shipbuilding, are to a 

great extent working with maintenance and repair (mostly for 

the fishing industry) and to a less extent with production of 

industrial goods, and there is not always a clear distinction 

between the two areas. 

OD_ÍGaa29yeí2_ÍD^y§ÍFi§l-.¿DÍre5ÍrySÍ14r2i Tne most obvious indi- 
cation of any young industry is perhaps that the industrial 

infrastructure is incomplete. The supply of materials, machin- 

ery and special equipment is inadequately organized, the labour 

market is not supplying specialized labour trained for the con- 

ditions of today or tomorrow, the capital market is not supply- 

ing investment money and working capital in sufficient quanti- 

ties and on reasonable terms, the advisory services in technical, 

economical, managerial and marketing areas have not yet reached 

neither the capacity nor the capability needed, and specific 

services such as tool design and tool making, heat-treating» 

and electro-plating cannot meet the real demand. 

E5íii2f_2wDS^-íirül5i Most of the Icelandic firms are family owned, 

there are quite a number co-operative owned firms and some state 

owned. The family owned firms are in a state of change-over from 

first to second generation of owners-managers which involves a lot 

of replacement problems, reorganization problems as well as finan- 

cial problems. The owner and the founder of the firm was in the 
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normal case a technician and consequently more concentrating on 

manufacturer and less on marketing. The owner is in the normal 

case also the manager of the firm and as such he is not inclined 

to share the responsibility for the activities of the firm-with 

anyone - not even his son. Partly as a result of this fart there 

is a shortage of specialists in top management in many firms. 

L^ck of industrial_tradition; Being a young industry many firms 

hdvê'nôt'yêt'rêached the levai of specialization in manufacturing 

needed in the competition of today and tomorrow. With a highly 

specialized production it is easier to utilize effectively all 

managerial techniques available but, on the other hand, specia- 

lized firms are more depending on contributions from other firms 

(sub-contracting and specific services) and from outside service 

institutions and, first of all, on reactions from the market. 

In all this calls for a high level of industrial discipline which 

include, among other things, deliveries on time, in accordance 

with agreed specifications and at low costs. Industrial discip- 

line is an important part of industrial tradition - a neceesary 

ingredient in the process of industrialization. 

The econr-miç_poliçy.. The prevailing situation in manufacturing 

industriels to a great extent a i suit of the economic policy 

of the country: the economic policy has not had as an objective 

the expansion of the manufacturing industry. In a report from 

1966 Arne Haarr gives the fallowing comments: 

»Th- we... expam on in the Icelandic consumer goods industry 
(excluding fish precessine) is surprising, in view of the 
fac+ 'hat inland, by means of  restrictions and high import 
•• .ti'< ;, h • followed a veiy restrictive import policy. This 
would nave b^en expected to provide the basis for a flour- 
ishinr n<- the home industries which were thus insulated from 
foreign cumr-tit.cn. That there has not been such an expansion 
is presumably parti' because the size of the home market he s 
in many sectors been a limiting factor. But the mam explana- 
tion must clearly be sought in the fact that the Icelandic 
home industry, so far as can be ascertained, has worked under 
very difficult conditions during most of the post-war period. 
The mjin hindrance has been that economic policy has not had 
as an objective the expansio.i of these manufacturing activi- 
ties. Among the ractors restricting expansion, can in parti- 
cular be mentions", the following: 

*o ^he *+r<~t  ontrol of impirts, there h*ve for long j 
periods been stor-tages and irregular supplies of raw material« 
and semimanufactures, and th- choice of sources of#supply has 
often been restricted. Tn the same way, access to imports or 
machinery -nd technical eouipment has been limited. 

On the . .*!<•. firms within the home industries have had small 
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possibilities for th« credit financing of equipment of new 
investments. Available loan sums have, generally speaking, 
been alloted to other purposes than the home industries. 
To counteract inflation a strict price control has been practi- 
sed.   In many  instances this has prevented enterprises, from 
exploiting  the tariff protection.   The price control  has been 
based on general prohibitions of price  increases,  unless it 
could be  documented by the submission of accounts and calcula- 
tions that  the costs of production  had risen.   Very narrow 
limits have  been fixed for the profits an enterprise can take. 
In the  immediate postwar years the   system of price  control 
in Norway was based on similar principles.  Experience showed 
that the weakness of this system,  inter alia,  is that it does 
not encourage the producer to rationalise his  production or 
improve  the  quality of his product.   Moreover,  the  system can 
often bring  losses to the producers,   if the costs of the 
means of production,  raw materials and manpower rise sharply, 
as happened  in Iceland durine the post-war years. 

the investment 
Taxation policy has worked against* the  by earned money. Accord- 
ing to the  rules prior to the tax reform in 1961,  total taxes 
to the  central government and the  local authorities  could in 
certain cases exceed the total taxable  income.   The  effects 
of taxation have been accentuated by the  sharp rise  in con- 
struction costs and  in the prices  of machinery  so that the 
real value  of savings  funds has declined.   In the case of im- 
ported technical equipment this is  connected,   inter alia, 
with the   increases  in the import duties. 
During  the  past 2  to  3  years  (1960-63)   there has  been a rea- 
lignment  of economic  policy, which has  improved conditions  in 
many respects.  Mention can be made  of some of the most import- 
ant changes,   such as  freer access  to  imports of raw materials 
and means  of production,  a radical  change in industrial taxa- 
tion by  the  tax reforms of 1961 and  an easier access to cre- 
dit financing.  There  can be little  doubt, however,   that the 
Icelandic  home industry today still  bears the  marks  of the 
restraint   imposed on developments  through many years". 

In connection with  structural conditions Haarr means that 
the small  domestic market has a limiting effect on the  size of 
the firms  but   he also means that it  is  possible that a number 
of factors determined by the national  economic policy have been 
important.   "Until the tax reform of 1961  income tax to the state 
payable by industrial  joint stock companies was progressive, a 
situation which must naturally have tended to work against the 
creation of larger units.   It would also seem that the  forms of 
tax control  gave certain advantages to the small units". 
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SMll units do net, hoveros neoeeeerily means low productivity 
of labour. But if, it it it in many Icelandic fin», it is eom- 
bined with a grest variety of product! within on« unit, it be- 
oomss on« of the main reasons for low productivity of labour. 
Thii stats of things is of oourst to a grsat axtant ralatsd to 
ths fact that a United domestic startest can fores a factory to 
expand by starting ths production of nsw items, sinos salss with- 
in ths country impose limits on how auoh can be producsd and 
sold of ons individual unit. Haarr's commsnt to this is: "Thsrs 
is littls doubt that ths spscial conditions of ths post-war years- 
intsr alia ths strict import controls and tariff protsotion, 
prios control sto. - havs givsn firms ths incsntivs to sprsad 

production unnscsssarily «ids' >w 

2.1 Lewa—cala industrias 

Opportunities for larga-se ala industrias in Icslsnd may bs said 
to fall into two catégorisa: 1) Energy intsnsivs industriai, 
where cheap power is of dsoisivs impórtanos, without Iceland 
supplying any considsrabla materiale or ssrvioss of other kinds« 
2) Industriel employing a combination of power souross and local 
raw materials, and than not nscsssarily on suoh a larga soals 
nor so dependant on the prios of power. 
The first and only vsry larga industry in ths formar category 
is ths aluminum smsltar, owned and operated by ths Icelandic 
Aluminium Company Ltd (ISAL), a subsidiary of Alusuisss. Ths 
smelter is loostsd at Straumsvik near the town of Hafnarf jordur 

in ths south-wsst. 
ISAL want into operation in the fourth quarter of lilt with an 
annual capacity of 30,000 «tons from 120 reduction furnaces. In 
1170, a first sxpension took plaoa whan »0 mots totalling 10,000 

•tons wsra addsd. 
Production capacity is now being further expanded to 70,000 «tons 
par annum including a second potroom with 120 pots and SO,000 
•tons nsw capacity, plus a second silo for alumina eapabls of 

holding HO,000 »tons. 
Ths master agreement between the Icelandic government Alusuisss 
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it for 30 years, with the possibility of two 10-year, extensions. 
Provi • ioni ine lud« performance guarantees, power pricee, tax- 
lationa and financial obligations. 
At prssant «lumina is imported fro« Guyana, Surinaa and Jamaica. 
Futur« supplias from Australia ars anticipated now that Alusuiss« 
hav« completed th«ir bauxite min« and alumina plant at Gov«, 
Northern Australia.  With th« second potroom operational in 1973, 
th« staff strangth will b« around 560 man.  Ovar 91 per cent are 
Icelandic citisene. 
Zn the latter category the Diatomit« Plant, the Cement Factory 
and the Fertiliser Plant can be considsred to belong. 
In 1967, a plant for the proceeding of diatomaoeous earth was 
completed at Lake Myvatn in northern Iceland. The plant is jointly 
owned by Icelandic Government and the Johns-Manville Corporation 
of the U.S.A. 
Diatomaoeous earth is dredged from the bottom of Lake Myvatn and 
dried nearby. The processing plant is similar to other diatomite 
plants except that geothermal steam is utilised as the source 
of heat. 
Initially, the plant had an annual capacity of 12,000 «tons but 
this has been doubled. The production schedule for 1972 envisages 
a total production of 22,000 ton and with the results obtained, 
it is reasonable to expect that a total output of 2*-25,000 tons 
will be shortly within reaoh.  Exports in 1971 of 17,000 mtons 
were valued at 157 million Icelandic Kronur. Regular employees 
are around 50. 
Iceland is self-sufficient in cement output, with production 
from one cement plant of 110,000 «tone annual capacity located 
at Akranes, near Reykjavik. 
The plant, which started up in 1951, is wholly owned by the 
Icelandic Government. Annual production is equivalent to approxi- 
mately 500 kg per capita, an unusually high figure that is attri- 
butable to a lack of alternative local building materials. 
The cement process is not typical. In the absence of limestone 
and silica-rich days for convential cement manufacture, the raw 
materials «aployad ars sea-dredged calcareous sand and liparite. 
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Xa ?êM* lay, MM It lai offahora fro« Akranat, oalearaout I«4 

waa dieoovartd containing IS per cant thill and 11 par oant tuff 
or basalt fragaanta. This shall Mild it suitable for tha pro- 
duction of firtt-rata Portland oaaant by th« addition of tflica. 
Voloanio liparita, avaraginf 71 par eant •ilioa, it found II ka 
inland fron Akranaa. 
Annual production ia about 90,000 atont of Portland oaaant. tamil 
quantities of Portland potiolana oaaant ara alto aada froa elinkar 
tegathar with tuff and liparita. 
Caaant distribution to outtoaart aeattarad around tha Zoalandie 
eeaat it aoeoapliahad ohitfly by a ooaattr oapabla of carrying 
1,100 tont in baft en pallatt. 
ftagular aapleyaat ara around 100. 
Nitroganaout fartiliaart ara manufacturad at tha govarnaant oanad 
plant, Xburòarvarkaaiojft Kíkitint, Oufunati, at an annual rata 
of 2*,000 atont grott «tight. An aiipantion of tha production hat 
new baan carriad through aiaing at a furthar prooatting of thit 
aaaoniuanitrata togathar with iaportad aatarialt into eoapound 
fartiliaart. Zt it an vi Miad that tha production will roach 
I0-M,000 during 1171. Xtgular aaployaat ara around 110. 
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2,1+    The industrial infrastructure 

The tanti infrastructure is often usad as a nam« on ona «actor 
of tha economy covering activities that are necessary for the 
efficient utiliiation of resources  in other sectors. 
Activities consituting the infrastructure are such as education, 
publich health, power production and distribution, transporta- 
tion systems and communication facilities, telecummunication, 
radio,  TV, wholesale and retail  trade, hotels, restaurants, and 
personal services. 
Similarly the industrial infrastructure is composed of those 
areas and activities  specifically needed for an efficiently 
working industry.   Some of the most important areas and activities 
will be mentioned here with very brief comments. 

- capital market:  not sufficient capacity and organization 
for future needs;  investment capital limited and expensive, 
lack of effective channels  for risk-oriented capital, the 
system for working credits  unsatisfactorily organized, quite 
expensive and time consuming, and inadequate guarantee for 
efficient utilization of capital. 

- labour market :   one could almost say that there does not 
exist a labour market in Iceland which meet the needs of a 
modern industry; vocational training is regulated by Acts 
based more on the needs of handicraft  fifteen years ago 
than on demands of a modern industry today - or tomorrow; 
the supply of skilled labour for industry is thus very 
limited and the rules for selection and employment out of 
date. 

- whole sale trade and general agencies for export and import: 
the channels  for import of materials and machinery and tha 
export of industrial goods  are not effectively organized 
and not working with the effeciency needed in future. 

- transportation systems and communication facilities :  in- 
creased efficiency in sea transportation and lower freight 
costs is one of many conditions for increased competitive 
power for Icelandic firms  on the world market. 

1)      See also the Appendices in Volume II:   3.1 The Labour Harket, 
3.2 The Capital Market, and 5.2 The Industrial Infrastructure. 
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processing faciliti«! for specific operations (e.g. heat- 

treating, electro-plating, tool Making): facilities for 

this kind of industrial processas are almost compiately 

»issing ; specialised firsts serving the whole industry are 

urgently needed. 

institutions for product-oriented research and experiments, 

and materials testing have neither the capacity nor the 

aim and direction needed for the industry of today, 

institutions for training of industrial personnel are work- 

ing with very limited funds and consequently with a very 

low overall efficiency for the industry, 

institutions for advisory services have neither the capa- 

bility nor the capacity for the actual needs of assistance 

on firm lsvel and further training of specialists are 

urgently needed. 

industrial information services (statistics, libraries etc.) 

cannot meet the current needs. 

specific industrial services si:oh as book-keeping bureaus, 

accountants, patent agencies, designers, legal services, 

construction bureaus and type-writing offices are not all 

capable to meet future needs. 
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2.5   Harket« and marketing of induatrial good» 

Export« of good« and «ervice« play an i«portant rolf in tha 

Icalandie economy. In 1969 and 1970 axporta countad for «»8 

par cant and in 1971 for »tO par cant of tha GNP. 
At can ba seen In TABLE 2.7 marina producta nava for luany 

yaara baan tha dominating group of product« counting for 

82-89 per cant of tha axport valua during tha lateat thraa 

yaar«. 
In 1971 tha axport« of manufacturad good«  (aluminum and dia- 
tomita not includad) amountad to 5.7 par cant of total ex- 
port« or 732 million Icelandic Kr:  «kin and «kin products 
- 207 MKr, knitted gooda and garment« - 187 MKr, canned fish 
products - 177 MKr, and other - 165 MKr. 
There were in 1971  H*4 firms, exporting industrial good« in 
the manufacturing industry. 
The main export market« for Icelandic industrial good« ware 
in 1971 U.S.S.R., U.S.A. and North-western Europe, a« «hown 

in TABLE 2.8. 
The main products exported to U.S.S.R. are knitted goods» 
and canned fish products, to U.S.A. canned fi«h product«, 
•kins, knitted good» and garment«, and to Finland hides 

and «kins. 
In 1968 the Federation of Icelandic Industrie« established 
an Export Bureau to co-ordinate efforts in export promo' ion 
and to maintain a program of continuing contact between indu- 
stry and State to mobilise established companies and to bring 
new companies into the export field. 
Following an act of Parliament a new EXPORT BOARD OF ICELANDIC 
INDUSTRIES was established in July 1971, to promote the ex- 
port of Icelandic manufactured goods. Thi« new EXPORT BOARD 
took over all services and staff of its forerunner tha Ex- 
port Bureau Federation of Icelandic Industries. 
Founder members of the New Export Board are Federation of 
Icelandic Industries, Federation of Icelandic Ma«ter-Craft«- 
nen,  the Federation of Icelandic Co-operative Societies, the 
Ministry of Commerce and the Ministry of Industry. 
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DEVELOPMENT PUN FOR THE ICELANDIC MANUFACTURING INDUSTRY   , 

1973 -  1980 

INTRODUCTION AND ACKNOWLEDGEMENTS 

On« of the recommendations put forward by Albert Walterston 
in his report  in 1969 "A PRACTICAL PLANNING PROGRAM FOR ICELAND" 

runs as follows : 

"A system of annual national budgets and annual,  inte- 
grated public investment plans linked to programs of 
seven years or more for the most important production 
sectors and subsectors offers Iceland the flexible 
planning approach dictated by present circumstances   . 

The decision to enter into EFTA further emphasized the need 
for sectoral planning and consequently the Government in 1970 
designated the Industrial Development Institute of Iceland with 
the preparation of a Development Plan for the Manufacturing 

Industry. 
In accordance with an agreement between the Government and 
UNDP/UNIDO/UNCTAD dated 30 April 1971 a group of international 
experts were attached to the Institute and to the Export Board. 

The preparatory studies started in September 1971 and the first 
draft of the plan was delivered during December 1972. This draft 
was circulated amongst a number of institutions and persons and 
the comments received have been considered in the present edi- 

tion. 

The main report - Volume I - is written in a rather concentrated 
form.  In order to clarify the terminology used and explain the 
background and alternative views on various problems a series 
of Appendices is presented in Volume II as supplementary in- 

formation. 
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The principal functions of the Export Board is devoted to 

providing market information and investigation of export 

sales prospects, trade fairs participation and introduction 

of new manufacturing companies in the export field. 

The sphere of the Export Board will be concentrated on the 

manufacturing industries as opposed to the agricultural and 

fishing industries but the whole Icelandic economy is his- 

torically divided into these three sections. 

The Export Board chief emphasis are on the following Manu- 

facturing groups: 

1. The textile industry 

2. The canning industry 

3. The furniture industry 

»». Light engineering. In particular manufacturing of equip- 

ment serving the fish industry. 

5. Arts and crafts (incl. manufacturing of silverware and 

lava ceramics). 

TAfiLE ?-» 

Countries 

Geographic distribution of axoorf 1971 

Thousands of 
Icelandic Kr. 

Per cent Par cant 

EFTA-countries 

Finland 91,275 12.6 

United Kingdom 42,960 6.9 

Faroe Islands 37,330 6.1 

Denmark 27,475 3.6 

Sweden 26.020 3.6 

Other 16,780 2Hl,6t0 2.3 ts.o 

EEC-countries 

West Germany •10,700 6.6 

Other 17,100 67,100 2.1 7.9 

Eastern Europe 

U.S.S.R. 224,370 30.6 

USA 151,400 20.7 

Other countries 57,440 7.8 

Total 732,800 100.0 

Export Board 1972. 
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Branch-organized institutions for the co-ordination and exe- 

cution as well as marketing research and export promotion have 

for a long time been established within the fish processing 

industry. Thn first institution with these responsibilities 

within the manufacturing industry was established in 1972 in : 

the canning industry! the Seafood Corporation. 

The Icelandic Seafood Corporation is an indépendant institution 

with its own finances and bookkeeping, set up by The Icelandic 

Government and most of the Icelandic Canners in co-operation. 

With the Corporation there are now affiliated 20 Canneries, all 

along tho coast of Iceland. 
Its starting capital is to be Icel. Vr. 125.000.000,- outright 

grant, payable over the next 5 year's. 
The Government of Iceland has further the right to guarantee 

a loan of Icel. kr. 1P0.000.000,- for the Corporation. 

The Corporations income will be commissions on the sale of goods 

for the members and on production goods purchased for the memberc 

According to the Charter of the Corporation, its purpose is: 

"To increase methodically the production and export of canned 

and preserved ponas, and further of Shrimps and Molluscs, for 

those o: the m-rober*; of the Corporation, that so wish. 

This, the Corporation will seek to do, by making market analysis, 

marketinS, and sales-promotion ior the goods produced by its 

members. 
Further, by modifying the poods to suit the prospective markets, 

initating production of new goods and establishing strict quality 

control. 
Purchasing of all production goods, that the members may need 

will be centralized, and lastly, the Corporation will give the 

members the technical advice they need". 

As said under 1, the Corporation is an independent institution, 

but it is foreseen, that after 5 years, the various members can 

take it over. 
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2.6 Economic growth in manufacturing  industries 

Economic growth  in industry  is normally measured by  the changes 
in volume or value of production per man-hour or man-year.  The 
accuracy of measurement  is,  however,  normally rather  limited, 
for different reasons:   the   statistical   figures giving  volume 
of production are  always  subject to wide margins,  the  value of 
production at different times has to be measured  in  the same 
prices,  the labour content  of a man-year varies from year to 
year because of  variations   in the number of working-hours per 
week,  the number  of hours   in over-time  work,  and the   composition 
of the  labour force.  The measurement  gives,   for these reasons, 
an  indication only. 
The economic growth in  Icelandic manufacturing industry during 
the  period 1959   -   1969  can  be  studied   in a  series of tables on 
the  following pages.  Table  2.9  shows  quantity indices of pro- 
duction  in manufacturing  industries  1959   -  1969.  The  overall 
increase  in the   volume of  production  in   1969,  9 per  cent,  is the 
same  as during  the whole period  196 3  -   1968.  Table  2.10  shows 
the development  of value  added per man-year  in some   industries 
during the  same  period.   In  table 2.12   the  volume of  production 
and the number of man-years  are put  together in an  index over 
productivity of   labour during the period   1960 -  1968   (1960 -  100) 
The  last  line  shows the overall  increase  to be 17.3%  during this 
period.   (All three tables  are taken from Guömundur Magnússon: 
"Ionbróunaráform",   1971). 
This  increase of  labour productivity  is,  however,  larger than 
in other sectors  of the economy.  Estimates of average  labour 
productivity based on data  for the year  1965-69 are  presented 
in Table  2.13,  which is taken from "ICELAND - OECD Economic 
Surveys,  1972",   page 18.  The  figures  in  the table are commented 
as  follows: 

''With due reserve  for the considerable margins of 
error to which these estimates are  subject, it would appear 
that  in 1965  and 1966  average productivity was  considerably 
higher in fishing and  fish processing than in other sectors, 
even though the rate of  increase  in  the  volume of the catch 
declined sparply in the  latter year.   It  should be  noted 
that the relative productivity of protected industries  (as 
shown in 2.13)   is overstated to the  extent that these indu- 
stries are  able to maintain higher  prices because  of tariff 
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Tabi« 2.10 Valu« addad par mn-yaar in soaw industrial 
during th« pariod  19614-1969 (1.000 kronur) 

l«M 1<*M 1914 IMT 19M MM 

ft.«****«*** 
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•4. 
M» 

• ••' 
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MáWM«fMk   
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iwj iHgiiauMMiiiiüiij  
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.'.'».f /« 
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Ml 
IN 

IM 
tu 
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MI 88 MI 
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Tabla 2.11 Valúa addad in par oant of sala« pricas in 
industrias during th« pariod 1964-1969 
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Tabla 2.12   .Productivity indax for «mall seal« industry 
(axel,  fish proeaasing)  1960-1961 
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protection and subsidies.  High tariff protection and suto- 
sidies thus provide for a permanent level of redistribution 
of income between the export   and domestic  sectors.  The  same 
seems to hold for manufacturing although allowance has  to 
be made for the fact that the  capital labour ratic in this 
sector has been significantly  below the national  average. 
There  seems  little reason to  doubt that marginal  producti- 
vity  in fisheries  exceeds that  in other sectors  during  a 
cyclical upswing.  At the  same  time,  lower#average Producti- 
vity  in agriculture offers prima facie evidence of the rela- 
tively weak position of this   sector". 

The current level of productivity of labour is considerably  low 
in the Icelandic manufacturing industry in comparison with 
corresponding industries in neighbouring countries.  The diagram 
in Fig.   2.3 shows the average gross value added per man-year 
in  Iceland, Finland,  Norway and Sweden during the period 1968- 
1971.  The  figures for  1971 does not include Iceland  and the 
figures  from the other countries   for this year are preliminary 

only. 
The  Icelandic figures are based on statistics from Efnahagsstofnun 
and Framkvamdastofnun rikisins and cover manufacturing indu- . 
•tries other than fish processing, but includes canning of fish 

product and excludes  slaughterhouses. 

The  figures for Norway and Finland are based on OECD statistics 
and for Sweden on official Swedish statistics.  All  figures are 

based on the price of each year. 
As mentioned before comparisons of average figures from official 
statistics just give a rough indication. Direct comparisons, 
however,  of production per man-year made in 1970 and  1971 
between small groups of firms in  Iceland and Norway in some 
branches of industry show the same tendency as  in illustrated 

in Fig.   2.3. 
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2 .7     Additional problems in the nearest future 

The Icelandic   industry has now reached a stage of develop- 
ment where changes  in many respects seem to be inevitable : 
expansion of the market for industrial  products, improvement 
of managerial techniques, restructuring of some branches  of 
industry, and a change in attitude and  approach towards  indu- 
strial production. 

iD£r55§S5_£2î?BÇÎiî-2D-Î2r.§25Ç_iG^yiïïèÇ5i Entrv into 
EFTA and EEC means   limited tariff protection and more competi- 
tion on the domestic market from high-competitive foreign 
firms.   Some industries will be more  affected than others. 
From 1959 to  1970  the Norwegian industry lost 13 per cent 
of the share of the domestic market  for textile, 19 per  cent 
for ready made clothing, Ul per cent   for shoes and 16 per cent 

for furniture. 
In order to survive it is necessary in some industries 

to substantially increase the competitive power. This aim can 
be achieved through improved utilization of manpower and  capi- 
tal,  which means,   either the same volume of production with 
less manpower  (discharge of labour),   or increased volume   of 
production with the same manpower (the   increased volume of 
production has to  be sold on the world  market). 

^        All_firmg^may^be_involyed¿ Increased production per man- 
year in some  firms  means  a higher earning capacity and higher 
manpower compensation in these firms.   It also means, however, 
additional problems  for all non-competitive firms in all   sect- 
ors  (difficulties   in attracting skilled labour, in paying  high 
wages, in high labour turnover and in  profitability). The   ine- 
vitable consequenses will be a process of restructuring  sever- 

al branches of industry. 
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3   Change of_attitude_and_aggroaçh_towards_industrial_gr^ 

duct ion: Necessary ingredients in a process of producti- 

vity improvement are such activities as product development, 

marketing, managerial planning and control, export promotion, 

and progressive management, which means that the traditional 

Icelandic attitude and approach towards industrial production 

and industrial management must be adapted to new conditions : 

high financial requirements means in many cases a widening of 

ownership (family firms may have to be transferred into joint- 

•tock companies), utilization of new techniques in management 

engineering and managerial economics means in many cases a sep- 

aration of ownership from managership and the introduction of 

professional managers. 

i*   Industrial_descigline¿ An essential prerequisite for in- 

creased production per man-year is specialization in production 

- a more restrictive product policy, which in some cases means 

a closer co-operation between firms on a subcontracting basis - 

This calls for a high industrial discipline: deliveries accprd- 

ing to specifications and agreements, and deliveries on time 

at low costs. These qualifications are of course of extreme 

importance also in the introductory stage of production for 

exports. 
From the experience gained in connection with the establish- 

ment of a system of  sub-contractors at Volvo, producer of motor- 
car«, it is a very long and troublesome way to become an accepta- 

ble subcontractor. 

5        Re8gon8ibility_for-emgloyment¿ The age composition of 

the Icelandic population is relatively youngish, the 0-15 year 
group being almost double the number of  30-45 year group.  From 
this it  follows that  the labour force will continue to grow 
at the high rate of  2 per cent alghough the growth of the 
overall population has slowed down to below 1.5 per cent per 

annum. 
The expected annual increase of the labour force will not 

find an outlet neither in the fishery nor in the agricultural 



In the procesa of preparation of the Development Plan a great 
number of specialists have made valuable  contributions. 
In the UNIDO-team of experts Messrs.  Jens A. Rinnan, Antti J.  Sai- 
mela and George W.   Dziecielewski together with the  Icelandic 
specialists Messrs.  Helgi G.   î>oroarson,  Sigurôur Auöunsson, ' 
Eggert Hauksson,   Björn Jóhannsson,  Jon Svavar Friojónsson and 
dlafur H.   Kjartansson carried  out a series of depth studies in 
various    industries and prepared a number of study reports. 
Mr.  William B.   Thompson performed a comprehensive Market  Study 
for the  Sea Chemical  Project assisted by Mr.  Georg Gunnarsson, 
Mr.   Bengt-Olov  BystrÖm studied  Industrial  Services, Mr.   V. 
Alexandrov, assisted by Mr. Äsbjörn Einarsson carried through 
a  prefeasibility  study of electro-smelting of ilmenite,  and Mr. 
Janós E.  Ujhelyi,  assisted by Messrs.  Aòalsteinn Jónsson and 
Hörour Jónsson  studied the  industrial application of perlite 

and other volcanic materials. 
In the paralleli UNCTAD-Project  a team of experts have  been 
attached to the  Export  Board under the Managing Director Úlfur 
Sigurmundsson,  who together with the experts Messrs.   T.   Torbjörn- 
sen,  H.E.Berggren and A.H.R.Delens have co-operated in the export 

phase of the preparation of the  plan. 
The Industrial Development  Institute has been the Centre of 
Studies.  The Managing Director,   Sveinn Björnsson, has  taken an 
active part  in  the work of the  team,  contributed efficiently in 
numerous discussions and  served as a connecting link between the 
study group and  Icelandic  Institutions and all the  Icelanders, 
who have been  involved  in one  way or the other.   The  Board of the 
Institute under  the Chairman Arni Vilhjálmsson has followed 
closely the studies  from the  very beginning and continously 
appraised the results.  The  Staff members of the  Institute have 
all been involved  in the project and exellently taken  their Bhare 
of  the workload.  A special reward,  however,   should be  given to 
Mrs,  Herdís  Björnsdottir,  for the perfect managing and execution 
of all the typing and printing of numerous reports. 
To name all the  persons who have contributed is  impossible but 
some must be  singled out for  special recognition: 
The Ministry of  Industry:  Mr.   Magnus Kjartansson, the  Minister, 
Mr.  Arni Smevarr,   Secretary General, Messrs.  Arni ì>.  Ärnason and 
tröstur dlafsson. 
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•«ctor.  In both these sectors the Manpower employed will 
rather decrease in future than increase, which means that It 
la necessary for the industry to create employment possibili- 
ties in order to absorb a great portion of the annual increase 
in the labour  force.  To this  should be added, as mentioned 
before, that  if the increased volume of production achieved 
through an increase in production per man-year can not be sold 
on the domestic market or on the world market the alternative 
is to limit the production and discharge labour. 

A necessary prerequisite  for a satisfactory solution of 
the employment problem in the future is enterprising spirit 
and a good climate for entrepeneurship,  industrial ventures, 
inventions, and development of new products and markets. 

2îl55iïâî-20i Tne industrial  firms are grouped  in several 
organizations,  which means  inefficient utilization of manpower 
and financial means, limited power, inadequate advisory and' 
information services, and risks  for different opinions on 
industrial development. 
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3        GENERAL PROSPECTS FOR INDUSTRIAL DEVELOPMENT 

3.1    The  Labour Market 

The total population of Iceland at the close of 1970 was 
207.17«*.  According to estimates made this figure win have 

risen to about 230.000 by  1980. 
Changes  in population during recent years have been chara- 

cterised by a large expansion of the age group 15-19 years.  This 
trend will continue through the next few years.  The relatively 
large  supply of young labour with more advanced education must 
be regarded as a favourable  feature of population development. 
The number of school-children between 7-m  years will also con- 

tinue  to expand rapidly,  though at a decreasing rate. 
The potential  labour  force was in 1970   137.900 persons 

(6"4.9»»0  men and 62.960 women)  and the actual  labour force the 
same  year 81.282 persons   (58.154 men and  23.128 women).  The in- 
crease   in the actual labour force up to 1980 has been estimated 
at 17.000 - 18.000 persons.  The number of persons employed in 
manufacturing industries was  in 1970  13.700  persons. 

For several branches  of  industry there   does not exist an 
adequate  labour market  in  Iceland as in other  industrialized 
countries.   In accordance with tradition, handicrafts have an 
important position in Iceland, and altogether there are 61 
legalized handicraft trades.   No special demarcation line is 
drawn between industrial  trades and handicraft trades. 

The vocational training in Iceland is  regulated by two 
Acts,   i.e.   the Act  on Apprentice training of 25 May,  1949, that 
was brought  into  force  from 1 January 1950,   and the Act on Voca- 
tional   schools that was brought into force  from 1 October 1955. 
The Act  on apprenticeship training regulates the conditions of 
training in the workshop.  The Act embraces  the whole country 

and includes all ages. 
The Guilds of handicrafts include by tradition both masters 

and journeymen.  In collaboration with these organization, 
training schemes have been drawn up in twelve trades, but in 

other trades there are no special schemes. 



3.2 

In an industry with high specialized production procasses 
the requirements on labour and labour training are quite differ- 
ent fro« what is the case in handicraft and artisan trades. 
An adequate basic education and further training adapted to 
actual needs  in each branch of industry is a primary prere- 
quisite for a successful process of industrialization in Ice- 
land. 

For further details about the  Icelandic labour market see 
Appendix 3.1. 
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3.2      The capital market 

The growth of manufacturing  industry is still a relatively new 
phenomenon in the Icelandic economy.  Industry has grown as a 
result of tariff protection on an import substitution basis and 
is becoming an increasingly  important sector.  Most companies, 
however,   are  still small  family owned firms or partnerships whose 
ability to raise money is restricted by the credit worthiness of 
the owners rather than that  of the firms. 
The opportunities for self-finance are limited by the family or 
partnership's savings and  their income.   Since the  bulk of savings 
are usually used up in the establishment of the enterprise only 
income from profits remains as a source of self finance.  Profits, 
however,   in the majority of cases are not high enough to enable 
the  firm to finance re-equipment, modernization or expansion. 
The  level of private and public  savings is quite high and would 
be more than sufficient to cover the needs for credit finance  in 
manufacturing industries.   Manufacturers have,  however, to com- 
pete  for these resources against all other credit users and es- 
pecially the traditional   industries,  i.e.   agriculture and fishing. 
Although there has been a   marked improvement  in recent years and 
particularly since 1969,  traditional attitudes persist in Govern- 
ment,   financial institutions  and the public  at  large.  An example 
of this   is the variable discount rate, which for agriculture and 
fishery products is 6* rediscounted at 5.25%,  whereas in the  case 
of manufacturing products   it   is  9 to 9.5%.   Rediscounting for 
manufacturing industries has  only recently been  introduced. 
Some  seventeen Investment  Credit Funds are  in existence.  The 
majority of these were established to channel capital to the 
traditional  industries  and only one with rather limited funds 
deals with the needs for manufacturers.  An additional sources of 
credit  is  the Nordic Fund established in 1970.  Although capital 
is available from this  fund   few industrial  firms  can benefit  from 
it as  it  is primarily aimed at the establishment of new enter- 
prises rather than the  improvement of existing firms. 
The banking system is therefore the chief supplier of credit to 
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manufacturing establishments. Its loans for investments are 

nominally expensive but nevertheless not prohibitive. A far 

more serious aspect which has limited the availability of capi- 

tal to individual manufacturers has been the banks inability 

to judge the credit worthiness of the enterprise. Manufacturers 

as a group are reluctant to disclose their accounts even to the 

banks as a result of which their ability to borrow is restricted. 

A possitive change has, however, occurred during the last few 

years. 
This attitude of secrecy so common amongst small family businesses 

in all countries is perhaps the main reason why a Stock Exchange 

does not exist in Iceland. Floating shares would of course be a 

cheap way of obtaining additional capital but since this implies 

accountability to shareholders, the disclosure of accounts and 

a loss of control (even if only partial) few companies are really 

interested in this type of development. The result is, that al- 

though the Central Bank has had the authority to organize a Stock 

Exchange for several years no action has sofar been taken. 

The persistence of a fairly high rate of inflation, around 12 per 

cent per annum, has also influenced adversely the availability 

of capital. Rapidly rising manufacturing costs have put increas- 

ing pressures on limited resources of working capital with the 

result that many manufacturers are no longer able to exist with- 

out borrowing. The existing price freeze introduced with the aim 

of containing inflation has of course put even greater strains 

on the manufacturer's ability to meet his day to day commitments 

from his own resources. 

Inflation has also helped to develop practices which tend to 

limit even further liquid assets. Hedging against inflation manu- 

facturers and the community at large tend to overstock, invest 

in housing, machinery, office space and the like, keeping liquid 

assets to a minimum. 

A series of tables in Appendix 3.2 give additional information 

on the existing structure of the capital market. 
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3.3 Energy resources 

Economically exploitable hydroelectric power is estimated 

at about 35.000 million kWh per annum, equivalent to 4.000 MW 

capacity in continous operation. Up to 1970 about 244. I¡!W capacity 

had been installed producing 1.413 million kWh. This represents 

a utilization of about 6 per cent of potential capacity. 

Electric services are provided by companies owned by the 

state or jointly by the state and municipalities. Over 97 per 

cent of Iceland'6 population enjoys the benefit of electric 

power. 
Unfortunately it has not been possible to get an overall 

view of the current utilization of the energy resources in the 

country, giving details about installed capacity, distribution 

of consumption by categories of consumers, variations in consump- 

tion of different kinds, price in various parts of the country 

and for various categories of consumers, the magnitude of dis- 

turbances, and, which would be of great importance, the plans 

for future extension. Such a plan should be of great help in 

many connections. For the southern part of the country, however, 

covered by the activities of Landsvirkjun most of this informa- 

tion is available. 

Landsvirkjun's present power system consists of six inter- 

connected generating stations, namely, Steingrimsstöd, Ljósafoss 

and Irafoss hydros on the River Sog, the Burfell hydro with three 

initial units on the River Thjorsá, a steamturbine station at 

Ellidaar, and a gasturbine station at Straumsvik. This system is 

presently in the proress of being expanded. The capabilities of 

the system upon completion of these additions in 1972 will be 

as follows: 

Steinsrimsstftd Hydro (2 units) 
Ljósafoss (3 units) 
irafoss (3 units) 

Total Sog Hydro 
Burfell Hydro (6 units) 

Ellidaar Steam (? units) 
Gasturbine Straumsvik (2 units) 

Installed 
Rated 
Capacity 

MW 

Annual 
Firm 
Energy 
GWh 

27 
15 
48 

140 
110 
250 

90 
210 
300 
19 
35 

500 
1650 
2150 

354 
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Three power stations owned by others are interconnected with 

Landsvirkjun's system. These tations are the Andakill hydro» now 

being enlarged from 3.5 MW to 8 MW, the Westmann Islands 4 MW diesel, 

and 7 MW of diesel capacity at the Keflavik NATO Base. These stati- 

ons will serve mainly as standby stations for their respective 

areas after certain improvements now under way are completed in 

1972. Landsvirkjun will thus be relieved of corresponding service 

requirements to those areas during system disturbances. 

Master planning studies extending over the past 12 years have 

identified a number of potential sites for reservoir storage and 

generating stations in the Thjorsa Basin. Detailed studies have 

shown that Landsvirkjun's next logical hydro developments are first 

the Sigalda and then the Hrauneyjafoss stations on the River Tungnaa 

one of the main reasons for this being that they both utilize the 

already existing Thorisvatn storage. The stations are very similar 

in most respects and according to feasibility studies already made 

their main features are as follows : 

Sigalda Hrauneyjafoss 
Net head m 70.9 82.0 
Useable intake pondage m3 moxio6 28xl06 

Installed capacity MW 150 160 
Addition of annual firm energy 
to existing system        GWh 850 1000 

One transmission line will carry the power from both stations 

to the main local center in the Reykjavik area and this line to- 

gether with the existing line from the Burfell station and the 

above discussed reserve line from Burfell to Geithals will furnish 

adequate transmission capacity. 

The construction of the Sigalda Plant will commence in spring 

197 3 and is scheduled to be completed in autumn 1976. It is hoped 

that construction of the Hrauneyjafoss Plant can start before 

Sigalda is completed. 
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3.«+       Export marketing opportunities 

Provided the infrastructural prerequisites are established 
effectively,  the export opportunities of various industries 
seem to be  rather promising. 
The  industry with the greatest export potential  in terms  of 
new products  and employment opportunities is the metalworking 
sector.   Some of the existing products possess export potential, 
especially items connected with the  fishing industry:  herring 
grading machines, automatic fishing reels, plate  freezers and 
hydraulic winches.  These  are examples of products which have 
a good performance quality,  acceptable price  level and incor- 
porate technical features  specially adopted to customer needs. 
New products have, however,  to be developed and/or introduced 
on a  license  basis. 

Within the  leather goods  industry some  leather goods are being 
exported.  The potential  for increasing these exports exists but 
the extent to which expansion will take place will  be deter- 
mined by raw material  supply and new product development.   Lo- 
cal raw materials can be  augmented through imports to be used 
in a large  sector of hitherto only marginally exploited leather 
products,   such as belts,   leather bound photograph and stamp 
albums, wallets, purses,   handbags,  travel goods and the like. 
The main advantage of the development of this type of industry 
in Iceland  lies in the  fact that these product can be produced 
competitively on a small  scale, capital requirements for mach- 
inery are relatively small,  and the  production can be  located 
in any part of the country.  This production could also have 
a multiplier effect in the metalworking sector by creating 
demand for local manufacture of zip fastners, press studs, 
buckles,  frames, etc. 

The export potential for the knitwear industry is very strong 
as long as emphasis on distinctive Icelandic features is main- 
tained.   Icelandic knitwear already sells well in the U.S.A. 
and Western Europe as a result of its distinctive design.  An 
adaptation of similar design features to, say,  carpets could 
also prove successful.    A higher level of product specialisa- 
tion is,  however, required within this industry  in order to 

mü 
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achieve volume output with consequent reductions of unit costs. 
The products should fellow fashion trends in design and colour 
without loosing their distinctive Icelandic inage. . 

are  12r   ' - 
Although export opportunities within the furniture industry in- 
dividual items of special design could find sales outlets abroad. 
Exports of office furniture,  i.e.  chairs, have begun and have 
proved successful.  This indicates that with proper design, accept- 
able prices, and good product quality other products could also 
find outlets abroad. 

Lava ceramic products are already exported and the potential 
demand seems to be unlimited in the foreseeable future. Although 
these products are unique in their field they do compete against 
ceramics made from more traditional materials and for that rea- 
son product prices are of importance. Even in this industry 
product specialization is one of the ways towards lower product 
costs. including 

canning 
Fish procèssing/although one of the largest single industries 
in Iceland is still relatively undeveloped.  A far larger por- 
tion of value added can be obtained through relatively minor 
changes and additions in processing methods.  Market oriented 
products and product packaging should be developed with due 
regard to differences in taste  and habits in various countries. 
Care must also be taken with strict adherence to rules and 
regulations regarding food and health, often varying from 
country to country. 
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3.5        Regional aspects on Industrial development 

3.5.1    Çonfliçting_ob}eçtives 

In development planning there is always the problem of con- 
flicting objectives: 

short-term or long-term perspectives:  short-term invest- 
ments which will show immediate results and will raise 
the level of living for the present generation or invest- 
ments which are  focussed on the longer run development i 
economic, social or physical planning objectives to be 
selected as prime objectives:   if the most rapid economic 
growth is selected as the prime objective the result will 
be a certain set of policies regarding the utilization of 
human,  economic and physical resources,  if full employment 
is assigned the highest priority the type of planning,  the 
concentration of resources may be directed somewhat differ- 

ently! 
national versus regional objectives:  it may be in the in- 
terest of the national objectives to try to concentrate 
on particular areas which can be most fruithfully developed 
at the  sacrifice of the development in other areas; 
individual versus national objectives:  the objectives for 
the individual are frequently in conflict with the objective 
for the economy or society as a whole; 
the public versus the private sector:  finally, there is 
the conflict which is constantly present in the democratic 
nations, namely,  the relative roles of the public and 
private sectors. 

Conflicting objective« have been one of the main reasons for 
the relatively limited effect the process of regional development 
has had in many countries.  In the Scandinavian countries, for 
instance,   (Norway, Sweden and Finland) enormous amounts of money 
have been spent in the attempts to establish industrial firms 
in the Northern part of these countries and all kinds of aid 
has been tried. Conflicting objectives have, however, to a great 
extent limited the impact. 
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3.5.2    Public sugport_for-industrial_firms_in_deyelogm^^ 

In the past maximum economic growth has almost everywhere been 
considered to be the  prime and determinant objective.  This approach 
brings  about very definite requirements regarding  location of 
industries, covering such factors as  supply of power, manpower 
and raw materials,   transportation facilities,  the  proximity of 
auxiliary and support  industries,   infrastructure,  and industrial 
services.  The end result  is a centralization of  industries to 
certain areas well   suited for efficient industrial production. 
Nowadays however,   full employment  is more and more considered 
as an essential objective in development planning and this fact 
changes considerably the basic approach in location of industries. 
Assistance can be  provided by the  state and/or by the communities 
in order to compensate firms for the additional  expenses  involved 
in being located  in a development area rather than in the area of 
their choice, which  is generally  in a highly developed part of 
the country where all advantages mentioned above  are available. 

In many countries provision is made for direct  stimuli for attract- 
ing or expanding industrial activity,  in addition to the measures 
affecting the infrastructure.   Such stimuli may cover new firms, 
those which have moved from congested areas,  or existing firms 
carrying out rationalization and expansion programmes.  These 
direct aids mainly take the form of  loans,  grants or fiscal  exemp- 
tions although a wide range of different kinds of measures are 
used,  especially  for specific purposes, and there are wide varia- 
tions  in the terms   and conditions under which loans and grants 

are given. 
In general, the measures apply to manufacturing and extraction 

enterprises only, but in some countries tourism is also included 

and also commercial establishments. For the most part, foreign 

firms enjoy the same advantages as the national ones. 

Regional development is, however, more of a political than an 

economic problem and public support to industrial undertakings 

is just one part of it. It is also a very complicated problem 

which, for certain, not is to be solved in a sectoral plan. 

1) For more details see Appendix 3.4 : REGIONAL ASPECTS ON INDUSTRI- 
AL DEVELOPMENT and Appendix 5,3: INDUSTRIAL CENTRES. 
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3.S.3    Çsyelopment_areas_in_Iceland 

Regional development  is a more complicated problem in Iceland 
than in any other West-European country because of the large 
centralization of the population to the Reykjavik area* the' 
sparsely populated countryside,  and climatic conditions. 
The map on the next page shows the distribution of inhabitants 
by December 1st,  1960 sencus.   Each dot denotes 50 persons and 
the encircled areas  indicate a population exceeding 500.  The 
number of inhabitants in these areas is indicated on the map in 
thousands. Dots forming squares  show villages of less than 500 
inhabitants. The map is included in "Proposed Development Areas 
in  Iceland", by Cand.Oecon.  Valdimar Kristinsson,  1963. 
Kristinsson also discuss alternative development areas outside 
Reykjavik and Akureyri as illustrated below. 

The uninterrupted lino show« a 
posaible administrative dlvlalon 
of the country between Heykjavik 
and Akureyri anide from the 
central sovcrnuentnl  adntnl- 
Htration In the capital.    The 
dotted line ¿how« n possible 
administrative area of a town 
which •"'ivht be built  In the 
future on the east count,    but 
the future will decido whether 
more thnn 2 or 3 cltlcH will be 
built in Iceland. 

The illustration show« the development areas and 
other important centren dlncustteri in thin survey. 
The arrow* are  intended  lo indicate where) rom  it 
would be wont natural  to seek MIHCCI lancous nor v icen 
after the tlen*"1v   popula ted nut-leu* have been 
further developed. 
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Regarding the future prospects for industrial development in 

development areas outside Reykjavik and Akureyri it is a fact 

that there are a number of small industrial undertakings managed 

by progressive and skilful manufacturers. If these firms could be 

provided with public support and industrial services of different 

kinds they could most certainly be further developed. 

3.6.«» ÇigîEikution^of^emglovment 

Relativ« dependence on agriculture and fishing in Northern and 

Eastern Iceland it greater than for the country as a whole. Incomes 

are below average in these regions» while variations in the fish 

catch lead to considerably more unemployment than in other parts 

of the country. There is also a seasonal unemployment problem as 

the fish catch is concentrated to particular parts of the year. 

The problems are increased by the low density of population and 

difficulty of communication outside the Reykjavik area. These 

factors have resulted in net emigration from the countryside to 

the towns and from regional centres to Reykjavik. Extrapolations 

suggest that if no action were taken almost half of the growth 

of the population outside the capital would emigrate to the 

Reykjavik area. As this migration would probably be concentrated 

to the more active sections of the population the burden of pro- 

viding basic infrastructure development of small communities 

would be considerably increased. 

Table  3.2    Wmmm rwtfterilacaa .D*. •»•ta* 

«w Nar* W.M mm to« mm T- 

Par «MM of latal popaeMJon, If» 51.« 19.7 4.9 «.9 1.1 3.9 M0 
TerreaUfi »fili Iti In »npiihnlnn 

IM0»I9TO 21.2 9.0 -3.« 12.1 IÎ.7 11.« IC4 
Net migration M per cent of popu- 

lation growth, 1969-I9U' f 31 -JS -•$ -10 -JO -30 • 
IJiiemotoymcnt M per cent of popu- 

lation, 1969 0.« 2.4 es 0.7 0.3 1.9 1.0 
1970 0.3 11 0.2 0.2 0.2 0,9 es 

Proportion at labour for« in 
tishing industry, 19*9 4.7 91 IM 11.9 II.S 27J I4J 

Percentage deviation from mean 
income for whole country, 1949 + 17 -9.5 -44 -7.1 -4.7 -19.2 0 

1   *MC« on mtnpahtkM ut IWe-IHJ Mfth—» 
3**a: Tht Economic InUrtuM a«4 HaaMMi. 



Table 3.3 
3.IS 

NOftHtfH Etstara WHOM 
Rtatoo, 1965 Rajkm, 19M CowMry, I9M 

test* 31.0 
7.« 

274) 
12.1 

1Î.0 
SM 

PM PffMHfcW 10.5 17.« 12 
Oêm muitàuming 15.2 7.9 154 
CowtrucHcn 1.7 7.1 IM 
lltctrícüy, fH, water, «tc. A« 0.1 0.9 
JfMIOaft, MOfSOi Mi CBMJWUÄM atkM             5.1 7.7 9.1 

».7 9.1 154 
Otilar Hrvieci 11.« 10.7 19.9 

Total 100.0 lOfcO MM 

Ito 

Soma medium term regional programs have been drawn up in the 
recent past,  and have been partly or fully implemented.  These 
are the Westfjords communications program,  the North Iceland 
industrial and employment program and the East Iceland road 
program. Other programs have had regional aspects,  such as 
the electrification program of  1954 -   '63, with later additions, 
and the main highway program of  1969  -   *72.   Since  its establish- 
ment in 1966  the Employment Equalization Fund has allocated  its 
own as well  as external finance  to regional  programs, which have 
been drawn up by the Economic  Institute. 
Now both these  institutions have bean merged into the new State 
Development  Institute, and  the   fund will henceforth operate 
under the name of the Regional  Fund.   In addition to the resources 
of the previous fund, the  institute is specially authorized by 
its founding  legislation to borrow up to 300 million kr.  annually 
for S years for this fund.  This decision reflects increased em- 
phasis being laid on regional policy. 

«•—SJ> 



OVERALL TARGETS 
4.1 

H.l  Overall targets for the manufacturing industry up to 1980 

In the determination of the overall targets for the manu- 

facturing industries in 1980 due consideration has to be 

given to, on the one side, the primary objective "Economic 

growth" (tentatively formulated as "Optimum economic growth") 

and on the other side the primary objective "Employment" 

(tentatively formulated as "Full employment" which means 

about 98 per cent of the labour force), and the possibilities 

for productivity improvement within individual industrial 

firms. 

As stated under 3.1 the net increase of the total labour 

force is estimated at 17.000 - 18.000 people during the 

period 1970-80 or about 1.760 people per annum. The net 

increase will most certainly not be added proportionately 

to the existing pattern of occupation. The Economic Insti-. 

tute presented in 1968 three alternative projections of the 

distribution of employment among main economic sectors..' 

These projections have now been revised by Framkvaemdastofnun 

rfkisins (November 1972) and projection No. 2, which is con- 

sidered to be the most realistic one, is presented in Table 

4.2. 

As an alternative is added in the same table a Proposed 

target level of employment in 1980 based on the same total 

employment. This alternative is based on the new industrial 

situation in coming years after the entry into EFTA and the 

tentative agreement with EEC, which will make it possible 

to put more emphasis on the primary objective "Economic 

growth". 

The future distribution of employment by sectors will to a 

great extent be influenced by the possibilities of each 

sector to pay competitive rewards for well done work. One 

explanation for the relative stagnation of the industrial 

sector from 1964 onwards (fig. 2.1 on page 2.3) might be 

the lack of competitive power in many industrial enterprises 

and the inability to pay competitive wages. This fact seems 
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also to have had an influence on the projections esta- 

blished in 1968. With the substantial increase of pro- 

duction per man-year that by necessity has to be achieved 

during the planning period the inflow of labour into the 

industrial sector will most certainly show a more positive 

trend. 

The enlarged European market and the increased competitive 

power of the industrial enterprises will also have another 

effect on the future distribution of employment among sec- 

tors. It is in the interest of the Society that manpower 

resources are utilized in those sectors where the best con- 

tribution to GNP can be achieved - the objective of "Optimum 

economic growth" best attained. 

This flow of manpower can to a certain extent be influenced 

by effective allocation of investment capital. The effic- 

iency of the allocation of investment money to various sec- 

tors is normally meaajred through .he incremental capital 

output ratio, which means the relationship between the in- 

vestments and the corresponding increase in production. 

This ratio has been calculated for the period 1954-1960 for 

the different sectors of the Icelandic society, and the 

results are shown in Table 1.1. 

TABLE 4.1 The Incremental Capital Output Ratio. 

Annual average 1954-60. Millions of kronur. 

195H prices. 

Fixed As3«t Annual Increase 
Formation  in Production 

Ratio 

1 Agriculture         980 90 11.0 
2 Fishing            300 60 s.o 
3 Fish Processing      300 120 2.5 
U Manufacturing other 

than 3             470 140 3.5 
5 Other Sectors      4.»»50 - - 

Total 6.500 980 6.5 

From "Draft Development Programme 1962-56", page 1:30. 
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In the comments to the table it is said that the stati- 

stics behind the table are not fully reliable and that 

the figures for that reason just give the order of magni- 

tude. 

According to investigations made by OEEC for the same 

period the ratio 6.S was almost the same as that for Hol- 

land and Sweden, considerably lower that» that for Norway, 

and higher than that for West-Germany, Austria and France. 

The ratio also expresses the number of years needed for 

recovery of the investments - the recoupment period. The 

lower the ratio is the better. 

The length of the recoupment period for different sectors 

is quite normal for a West European country even today. D 

The period of recovery of investments is always much longer 

in agriculture than in industry. 

Bearing this in mind it is adviseable from the national' 

economic point of view to increase the formation of fixed 

assets in industry and decrease the same in agriculture. 

As a consequence of thi3 the flow of manpower from agri- 

culture to industry will increase, in the years to come. 

The estimated decrease of employment in the fishing sector 

is, of course, more doubtful and an estimate for which it 

•eems to be little justfication. The estimate is, however, 

based on the volume of catch at reflectad in Table H.S and 

a better utilization of manpower in bigger fishing vessels. 

1) Study also Table 2.13 and the 
comments to the table made by the 
OECD - secretariat 
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As a conclusion the overall target for 19 80 has been formu- 

lated as follows : 

A PROGRESSIVE MANUFACTURING INDUSTRY CAPABLE OF 

COMPETING WITH OTHER INDUSTRIES ON THE WORLD 

MARKET AND EMPLOYING 19.000-21.000 PEOPii IN 1980. 

19 it realistic to think of such a target? 

First, regarding, the competitive power of the firm. There are 

already some factories working with a productivity of labour 

comparable to that of competing firms in neighbouring countries, 

If the average production per man-year in small-scale industry 

could reach 1.800.000 - 2.000.000 kronur in 1980 the best firms 

will reach a production of 3.000.000 - 3.500.000 kronur per man- 

year and that makes it possible to compete on the world market. 

Second, regarding the employment of 19,000 - 21,000 people in 

1980 in manufacturing industries, which means that something 

like 6,000-8,000 new jobs have to be created in 7 years, in 

addition to those jobs needed in a continous process of pro- 

ductivity improvement, in all perhaps 15,000 new jobs. 

According to statistics about 25.000 new jobs a e created in 

Norway each year. About 20.000 of these result from expansion 

in existing firms. The scope for employment in new firms in 

new areas, therefore, should be some 5.000 jobs a year. The 

extent that firms might be induced to move inte new areas 

the figure would increase, but probably not beyond 8.000. 

15.000 new jobs in 7 years means 2.500 new jobs every year 

and with the Norwegian figures in mind it seems to be a 

realistic target. 
The labour force in Manufacturing Industries for the period 

1964 - 1970 and forecasts for 1975 and 1980 has been visua- 

lized in Fig. 4.1. 
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It should be emphasized once again that 19,000-21,000 employees 

in the manufacturing industry 1980 is not a target in itself but 

a consequence of the acceptance of the primary objective Mfull 

employment", and the estimates of the distribution of employment. 

If the manufacturing industry will employ only 17,000 or 18,000 

people in 1980 the target is achieved as long as the other 2,000 

- 3,000 people can be employed with satisfaction in other sectors 

of the economy. 
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«•.2    Planned Growth in Small-scale Manufacturai Industrias 

Icelandic industry is predominatly small-scale and' 
will remain so over the planning period.  Official statistics 
show about 2.150 ent-erprises engaged in the manufacturing 
sector and employing just above  13.000 man-years.  These fig- 
ures however, overstate the true size of the manufacturing 
sector as they include a large number of one-man businesses 
and other very small enterprises engaged primarily in service 
and handicraft activities.  These firms which account for app- 
roximately 4.000 to  5.000 man-years could be more properly 
defined as artisan workshops rather than industrial enterprises. 

They do of course perform an indispensible service to the 
community and will  always exist.  They are,  however,  unlikely 
to make a significant contribution to either employment or 
productivity and are,  therefore,  treated as a constant  in the 
plans projections. 

In part  3.H  the various potential growth industries 
and  products were  discussed. Here we are concerned 
with those  small-scale  industry sectors which can create 
additional employment and maintain long-term growth through 
the development of  competitive  products.   Such industries have 
one or more of the   following characteristics: 

industries based on  local  raw materials e.g.   leather, 
fur and  skin products, woollen knitwear,  lava ceramics; 
products which are already exported and whose potential 

for further growth is considerable. 
industries based on imported r*w materials manufacturing 
products specifically adapted to Icelandic conditions, 
e.g.   fishing boat accessories,  fishing gear,  automatic 
reels,  winches,  fish processing and canning equipment, 
weatherproof clothing of functional design.  Such products 
would have an excellent test market  in Iceland and once 
accepted by  local  fishermen would have a strong  sales 
appeal internationally. 
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industries based on imported raw materials that can 

operate profitably on an import substitution basis < 

due to design, specification or specific variable 

requirements, and are therefore particularly suited 

to small scale production e.g. hand-bags, purses, 

shopping bags,' travel goods, lamp shades, silvervare, 

jewelry, and ornaments. Other products in this cate- 

gory could easily be made in Iceland. One example is 

fast moving spare parts for motor vehicles and agri- 

cultural tractors, e.g. exhaust systems, gaskets, roof 

racks, fan belts etc. 

Based on the assumption that existing enterprises will 

become more competitive through a greater degree of product 

specialisation and development on the one hand and improve 

their production techniques, cost control, management techniques 

etc. on the other the following manpower utilization figures 

are envisaged for 1980. 

Table 4.3 
Projected man-year employed in small-scale manufacturing industry 

Industry 1970 1980 
Food,   incl.  fish canning,  excl.  slaughter- 

houses 
Textiles,  shoes and garments 

Furnitures and fixtures 
Paper products 
Printing and allied products 
Leather, furs and skins 
Rubber products 
Chemicals and petrochemicals, excl.  aluminum, 

diatomite, cement,   fertilizer 

Metal products 
Electrical appliances 
Transport equipment, incl.   shipyards 

Other manufacturing 

1,587 3,000 

2,030 1,900 

1,498 1,500 

191 H00 

1.21H 1,U00 

1U6 UOO 

91 100 

860 1,000 

1,925 4,300 

361 500 

2,325 3,000 

•*75 500 

Total 12,703       18,000 
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The extent to which the above  figures are achievable 
will depend on the expansion of the present product range 
Manufactured in Iceland while at the same time  individual 
firms introduce a higher degree of product specialization 
into their product range. Not only product specialization 
but also specialization by function or process will have to 

be  introduced. The projected employment of H.300 man-years 
in the metal-working  sector will only materialize if func- 
tional specialization becomes a reality.  Specialist companies 
providing heat treatment, tools and dies, stampings,   forgings, 
castings of at least  ferrous materials are a prerequisite to 
the expansion of this  sector. 

The non-existence of a modern  iron foundry has been a 

•evere limiting factor on the variety of metal products which 
can be produced in Iceland.   If in addition to ferrous  casting 
non-ferrous metals  could also be  treated,  then  the growth of 
this  industry sector would be more  promising. 

The degree  to which small scale industry will  grow up. 
to  1980  in thus  closely connected with the implementation of 
large-scale projects  discussed below. 
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IK3       Prospects for Resource  - based  Industries 

H.3.1  Introduction 

Iceland is one among the few high-income countries of the world 
which can still base their economic growth to a large extent on 
valuable natural resources. This is one advantage that sparsely 

populated countries have. 

The  fish  sector  is a typical resource industry and it has been 
the dynamic factor in economic growth since  the turn of the 
century.   It seems now  likely  that Iceland's other major resource  - 
energy - can be exploited on a large scale.  The  first  steps  have 
already been made and now the time  seems ripe *for a major advance 
in this  field as the  cost of electric power is rising rapidly in 
neighbouring countries while tariff barriers  for Icelandic  pro- 
ducts into Europe are being removed.  The construction of power 
plants,   industrial  plants and the operation of these could  for 
some time to come provide a  similar kind of dynamism as the 
development of  fisheries has done  since the turn of the century. 

i*. 3.2 Conrnittee_on_Power_Intensive_Industry 

The Committee on Power Intensive Industry  in Iceland was establish- 
ed  by the Minister of  Industry in  September  1971.  The  Committee 
is responsible  for discussion, with prospective industrial  buyers 
of electrical  Power from the Sigalde Hydro-electric power project 
and the technical and  economic evaluation of projects of power 
consuming nature.  At  the outset the Committee took over the already 
existing contacts with foreign corporations  interested in establish- 
ing power consuming  industries in Iceland and other contacts have 
been established  since then.  Many different  projects have  been 
offered  for study and the Committee has held many meetings with 
various  interested  foreign corporations as well as others.   The 
project  studies and discussions are at various stages and no con- 
tracts have been financed yet.   It should be noted however that 
if more than one of the projects under discussion should be rea- 
lized the total power requirement goes beyond the capacity of the 
proposed  Sigalda plant and would necessitate  the construction of 

additional power plants and most of the  projects under study 

Mi 
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would start production before 1980. The  interest shown by the 
foreign discussion partners of the Committee indicates that there 
will be no lack of investment opportunities if enough electrical 

power is provided for. 

4.3.3 Aluminium 

The aluminium reduction industry is already represented  in Ice- 
land by the smelter of the  Icelandic Aluminium Company Ltd., a 
wholy owned subsidiary of the Swiss Aluminium Ltd.  There  is no 
question that the heavy power consumption of around  15.000 Kwhrs 
per ton of product that characterizes this industry makes Iceland 
an attractive  location. It comes therefore as no surprise that 
this aluminium corporation has  shown  interest  in enlarging its 
operations in  Iceland.  Besides an  addition of 20 MW or  10.000 
tons per year to the  second  potline of  the existing  smelter 
bringing the  annual output  of that  smelter up to 8T.000  tons, 
Swiss Aluminium Ltd.  has shown  strong  interest in establishing 
a  third potline  in  Iceland  in cooperation with the   Icelandic 
Government.  This proposal  is now under  study by the Committee on 
Power Intensive Industries  and  Swiss Aluminium Ltd.   The orginal 

proposal was  for a 60 MW 32.000  tons a year potline  but  other 
stages  are at  the present  being evaluated. About 150  people 
would be employed in the new potline.   Besides the above mentioned 

joint company a Commission of the Government of Iceland and Swiss 
Aluminium Ltd.   submitted last year a project study on an aluminium 
smelter in northern Iceland. The  initial capacity of that smelter 
would be    50.000 tons per year with possibilities of expansion 
up to 200.000  tons per year.  Other major aluminium producers have 
also shown interest in building aluminium reduction plants in 
Iceland and have contacted the Committee on Power Intensive Indu- 
stry in Iceland. As the aluminium market grows stronger after 
the recession prospects for the building of further aluminium 
smelters in  Iceland  should become very real. 

Some thoughts have been given to the possibilities of further 
processing of aluminium and some preliminary studies have betn 
made.  Although under the present condition no further processing 
of aluminium will be carried out during the next decade  in Ice- 
land,  this will likely become actual  in the future. 
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1.3.H  Silicium 

The production of silicium  is very power  intensive.  To produce 

one ton of  silicium about  13.500 Kwhrs are needed.  The main 

market  for  silicium is within the aluminium  industry which 

takes about  60%  of the world output and  in  the  chemical industry 

which takes about  30% of the annual output.  At  the moment two 

projects  are under study,   one calling for a  smelter with annual 

capacity of 12.000 tons of  silicium using about  170 Gwhrs per 

year and  employing about  100  people and the other study calls 

for a production of about  20.000 tons per year and an electrical 

consumption of about  300  Gwhrs.  Further contacts have been esta- 

blished  in the silicium field but as yet there are not other 

studies being prepared. 

••.3.5  £erro-Alloys 

The  ferro-alloys reduction  industry seems to possess many differ- 

ent  features, which would make it  a logical component in the 

build-up  of power-oriented  export  industries   in  Iceland. 

The production units are of a size that makes  Icelandic parti- 

cipation  seem feasible.   The  units can be  enlarged  stepwise as 

the build-up of the power  supply progresses.   Besides being rela- 

tively power-intensive   (3.500  - 16.000  Kwhrs  per ton of product) 

the  ferro-alloys  industry  is  transport-oriented,  as up to  5  tons 

of material are moved  for  each ton produced,   which calls  for good 

harbours  of which Iceland has an abundance. 

During the  last  few years  a change in location patterns for this 

industry has been observed  for different reasons and a number of 

old  ferro-alloys plants have been closed down and others are 

scheduled  to do so.  The main customer of the  ferro-alloys  industry 

is the  steel-industry.   Some alloys such as  ferro-mangan and ferro- 

silicon  are basic raw-materials for the   steel-industry,  but  others 

lime  ferro-chrome,  are   indispendable for  special  production,   like 

stainless   steel.  With the growing steel-productiun, and in parti- 

cular special production  like stainless  steel,  the demand for 

ferro-alloys is expanding. 
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The Committee on Power Intensive Industry in Iceland ha» been 
contacted by several  ferro-alloys producers on the possibilities 
of establishing various  ferro-alloys plants  in Iceland.  At the 
moment negotiations with three of the leading ferro-alloys rro- 
ducers of the world are  in progress concerning three different 
ferro-alloy plants.   Those negotiations and the acompanying pro- 
ject studies are at different stages but  it  is expected that all 
three would be brought to conclusion during the year 197 3. 

It should be noted that most of the projects under study 
are made on the assumption that maintenance will be bought from 

local machine repair shops. 

Following is a brief description of the plants at present under 

study. 

A)       ?5rE2z5ÌììS2D 

The project under study comprises a plant of two furnaces of 25 
MW to produce 75%  ferro-silicon. The yearly production would be 
about 43.000   ions of ferro-silicon. The yearly consumption of 
energy would be about 400 Gwhrs and the amount of electrical 
energy needed to produce  1 ton of product  is about  9.300  Kwhrs. 
Estimated capital  cost of this plant  is 22  mill.  U.S.I and about 
100 people would be employed in the plant.  A second stage of 
this plant would be the adding of two 25 MW furnaces to double 

production, when the energy becomes available. 

b) ^?£E2r!D5DSêD 

The project under study is a ferro- and Siliconmangan smeltsr 
with a yearly capacity of about 120.000 toni.  The  smelter would 
be equiped with two 35 MW furnaces and would require about 500 
Gwhrs of energy per year. About 4.200 Kwhr« are needed to produce 
1 ton of product.   Estimated capital cost is about 20 mill. U.S.I 
and the smelter would employ about 120 people. Doubling of the 
capacity of the plant  is foreseen at a later stage. 

c) Ferro-chrome 

The project under  study is a one 30 MW furnace operation capable 
of producing 75.000 tons of ferro-chrome per year.  The annual 
electrical consumption would be about 260 Gwhrs per year and the 

amount of energy required to produce  1  ton of ferro-chrome is 
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«bout 3.500 Kwhrs. Estimated capital cost is about 11 »ill. 

U.S.I and the plant would employ about 130 people. At a later 

stage 1 and possibly 2 furnaces would be added to the plant. 

U.3.6 Electro-smelting of llmenite 

Through the initiative and with the assistance of UMIDO studies 

have been made on the possibility of establishing an electro- 

Mtajurgical plant for processing ilmenite concentrates to 88 - 

90% TiO. contained slag and pig iron in Iceland. A pre-feasibility 

study and a market study have been carried out by UNIDO and the 

results seem promising. The proposed plant would have an annual 

capacity of about 100.000 tons. The annual electrical consumption 

would be about 260 Gwhrs and 2.600 Kwhrs would be needed per ton 

of product. Estimated capital cost is about 18 mill. U.S.* and 

the plant would need about 210 employees. Further studies on 

this project will be carried out in co-operation with UNIDO 

during the year 1973. 

There are deposits of ilmenitic sand and ores in Iceland and the 

quality and availability has been investigated. Sofar the investi- 

gations show that the quality Í3 not as good as it should be for 

a profitable utilization. Further investigations will, however, 

be carried through. The pre-feasibility studies were based on 

ilmenitic sand concentractes to be imported from Senegal or 

Gambia. 
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H.3.7  Production of alumina 

Alumina, which is the material used in the production of alu- 

minum, is produced from bauxite. Although the establishment of 

alumina production close to deposits of bauxite is a new general 

trend in the world-aluminum industry, the volume of bauxite ore 

transported to overseas locations of alumina plants annually is 

also increasing and it has nearly doubled during the last ten 

years. 

TABLE H.H World export of bauxite and alumina 1961 - 1970 in 
million longtons 

1961 

1962 

1963 

196H 

1965 

1966 

1967 

1966 

1969 

1970 

Source: Bauxite and Alumina 

Beyond this fact, additional favourable local conditions for 

processing bauxite to alumina may balance or even exceed the 

additional transportation costs for bauxite compared to alumina 

(the volume of bauxite to be transported is more than double that 

of alumina). This may be the case in Iceland, where cheap geother- 

JMI steam, cheap hydro-power electricity and eventally locally 

produced caustic soda may considerably reduce investment and 

production costs of processing imported bauxite into alumina. 

The existence of a developing aluminum producing industry opera- 

ting on imported alumina, the central location between the European 

and American continents and its accessability by sea at reasonable 

distances from rich bauxite deposits located in West-Africa and 

in the region of the Carribean sea seems to create favourable 

conditions for the project, both from the »ide of alumina market 

and of bauxite supply. 

World export 
of bauxite 

World export 
of alumina 

m,9>t 1,21» 

16,OU 1,3H 

15,46 1,"»7 

17,31 1,49 

19,41 1,95 

20,75 1,95 

21,54 2,73 

21,57 3,36 

24,42 4,2 4 

25,97 5,57 

A changing Pattern. H.P.Drewry,   1972. 
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The consumption of  high pressura steam i« estimated at 6-7 
tont ptr ton of alumina, of electric power 30Q-*00 kWh par 
ton of alumina,  and of caustic soda 70-80 kg par ton of alumina. 

FOP a plant producing 300 tons of alumina per annum tha annual 
requirements are:   10 MW of electric power and 2*.000 tons of 
cau.tic soda (which could bt produced  in the tea chemical pro- 

ject). 

4.3.6 Tfti S«a Chemie*! Projet 

On« of the» most promising large-scale projects is the 

Sea Chemical Project and a comprehen.ive Feasibility Report 
hat bean publish«* by The National Research Council in July 
1172. Tha following it a quotation from tha Summary of tha 

Report: 

«During the  la.t six year, th. «*tional/;"*^î.C;^n 

hai «ponsored studies on the recovery of mineral« from 
."«itSr  and geothermal brine.   The.« Studie,  incl^ 
îî ïîitïaî brSad review of the possibilities •«?,  lat.r, 
«eoific   feasibility studies,  geothermal field •tudies 
and drillings, in-depth technical experimentation, market 
Sudi«  and "{her specialized work and engineering ana- 
lyse.    The major efforts have been directed at the pro- 
îuc" o no?  salt and byproduct«  from brine on one hand, 
and the  production of magnesium chloride and «oda ash 
or ultimately magnesium metal  and chlorine on the other. 
The purpose of this volume  i«  to report on the technical 
and economic feasibility of producing 250,000 ton« per 
y«ar of   salt and byproducts.   It brings to conclusion the 
¿tidies  described above which have taken «everal years 
to perform. 

Th. principal M.ult. of th...  itu«« «*. that • pljnt 
JÍodScin« Sso.000 «n. P.r y"'r°',eoS°Sorìon. Pir 
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The average pretax return on investment, ROI, for this 
project is 13,5%. Cash flow analysis based on an opera- 
ting model allowing for gradual start-up and ultimate, 
attainment of 110% of rated capacity gives a discounted 
cash flow rate or return on total investment ($12,240,000) 
of 16,4% before taxes. Similarly a financial analysis 
for 30% owner capital participation gives a discounted 
rate or return on that investment ($3,672,600) of 22,25% 
after taxes and payment of loans and interest on loans. 
The "present" value of the venture at the time of start- 
up at 10% discount factor over 15 years is $3,181,000. 

Market analyses show the existence of markets for all 
products of the salt plant and specific interest was 
discovered for the products of an Icelandic plant among 
potential customers in Scandinavia, in Germany and in 
Canada. With a well guided market strategy all products 
of the plant should find sales outlets and an estimated 
possible market share of an Icelandic producer more than 
meets the projected outputs of products. 

The comeptitive position of the Icelandic salt plant 
appears strong with a wide price margin existing for 
the calcium chloride, for which there is expected to 
be a strong competition. If full advantage can be taken 
of the existing prices, an additional cash surplus of 
about $600,000 can be expected". 

The multiplier effect of this project is illustrated in Fig. H.2. 

The National Research Council has for some time sponsored studies 

on the development of a process for the production of MgClg suit- 

able as a feed for magnesium electrolysis cells. The raw materials 

are salt, seashellsand and seawater. 

A process has now been developed which appears to be technically 

and economically feasible for Icelandic conditions provided a 

market can be developed for magnesium metal production. The pro- 

cess would give soda ash as byproduct from the magnesium chloride 

production, and the production of magnesium metal from this source 

of MgCl- would allow the full advantage of chlorine byproduct. 

The process is outlined in Fig. 4.3. Initially it is based on 

lime precipitation of Mg(0H)2 out of seawater, followed by car- 

bonai ion to produce a Mg(HCo-)2 intermediate. Reacting this with 

NaCl, either by direct contact or via an ion-exchange step, it 

gives rise to NaHCO- precipitate on one hand and MgClj solution 

on the other. The bicarbonate can be processed to give soda ash 
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while the MgCl« solution can be concentrated to give solid 

hydrates of MgCl«. Final dehydration can result in cell feed 

to suit the cell design selected for the magnesium metal pro- 

duction. 

Detailed laboratory experiments have been conducted on all major 

steps except the final dehydration, and the processes have been 

found to work satisfactorily in principle. 

A cost estimate has been prepared on the basis of 27.000 tons 

of magnesium metal, which would require a production of 110.000 

tons per year of anhydrous magnesium chloride. The following ie 

a summary of the capital cost estimate for the various process • 

steps assuming the plant is built at Reykjanes, Iceland. 

TABLE 4.4   Summary of Capital Investment Cost 

-Direct process for MgCl2 production - 

Lime Manufacture 

MgOH Precipitation 

Preparation of Crude MgClj and NaHCOg 

Soda Ash Production 

MgCl- Concentration and Crystallization 

Spray Drying System 

Investment in MgClj Plant 

I 
3.400.000 

1.210.000 

3.300.000 

3.450.000 

5.235.000 

H.SSO.OOO 

t 21.44S.000 

The ion-exchange process would involve some difference in equip- 

ment whose effect would be to increase this estimate by $100.000. 

The following gives a summary of the yearly production cost for 

various process steps, including in each case 71 depreciation. 

8% interest is charged against the total investment. 
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TABLE H.5        Summary of MgClj Production Cost 

tÙiliL 
Lime Manufacture 1.390.000 
MgOH Precipitation m.000 
Preparation of Crude MgClj and KaHCOg 9*6.000 
Soda Ash Production 586.000 
MgCl2 Concentration and Crystallisation 728.000 
Spray Drying 1.8*7.000 
Interest on Inv. 1% 1.716.000 

Total processing cost 6.905.000 

• sales of 120.000 t sod« ash at 633/t 3.960.000 

MgClj processing cost 2.9*5.000 

If we consider the processing cost from the point of view of 
the MgClj only, we can see that the sale of byproduct soda ash 
pays for practically all process cost up to the concentration 
of MgCl«,  including the depreciation and 8% interest on the 
investment in those parts of the process, as outlined in Table 1. 

The present state of development of this project is sufficiently 
far advanced and its economic prospects so attractive that a 
major development effort is warranted. A joint venture with a 
foreign company with expertize in marketing and magnesium reduc- 
tion technology, is highly desirable. 

A pilot stage will be necessary to test the novel technical 
aspects of the process on a continuous scale, and in order to 
better specify final design parameters. 

With the attractive long term outlook for the marketing of magne- 
sium metal and the rather unique combination of raw material and 
energy resources in Iceland, this project could become a pro- 
fitable enterprise if the right time is chosen to initiate it. 
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H.3.9 Seaweed   industry 

The National  Research Council  (NRC) and the  National Energy 
Authority (NEA) have jointly sponsored studies on the drying of 
seaweeds by geothermal heat at Reykhólar at  Breidaf jördur.   The 
bay at Breidaf jördur covers  an approximately  3.000 km    sublitt- 
oral area below 20 meters depth,   some of which is heavily grown 
with seaweeds.   It is estimated that one 17 km    area contains 
aproximately 8 5,000 tonns of Laminaria digitata and could  yield 
enough raw material for an annual production of 3,000 tons of 
dry L. digitata suitable for the alginate industry. Large amounts 
of Laminaria saccharins also grow in this area and large quantities 
of Ascophyllum nodosum cover the  littoral shores of the innumerable 
islands in Breidafjördur. 
The NRC and the  NEA have  sponsored feasibility studies on  a drying 
plant producing dry Laminaria digitata.  A feasibility report was 
presented in October 1972 and the  first  steps have now been taken 
towards the establishment of a plant producing M ,000 tons   seaweed 
meal for the alginate industry. 

»4.3.10    Industrial Application of Perlite* Pumice and other 
Volcanic Materials 

The deposits of perlite,  pumice,  volcanic ash and cinder«  «re 
of large size and in many cases  favourably located. So far there 
has been only a limited use made of these resources, in the 
building industry and in road construction.  The reports in recent 
years of the growing industrial  application of these materials 
in the making of glass, glass fibers, ceramic, insulation,  filter 
aids and fillers for light-weight concreate and active mineral 
additive for portland cement, give    good reason to consider the 
possible use of the Icelandic reserves for these applications. 

With the assistance of UNIDO a series of studies have been carried 
through.  The areas of special interest in the present investi- 
gations <ire perlite as aggregate  for concrete, fibers from basalt 
and perlite as reinforcement in different composites, and perlite 
as raw material for glass,  perlite foams. 
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*• .3.11    Projets to be implemented during the planning period 

So»« preliminary figures about the projects discussed in previous 
chapters are put together in Table 4.U:  production per annua« 
investment costs, manpower requirements» power requirements, and 
volume of output. 

In the allocation of priorities and the planning of project im- 
plementation it is necessary to consider a number of factors: 
that investment and working capital to be obtained, all categories 
of specialists needed (for feasibility studies, for project 
appraisal, for project design, for process design, for facility 
design, for project implementation), construction capacity 
needed, managerial personnel for plant management, and all the 
requirements from the industrial infrastructure, first of all 
the supply of electric power, transportation systems and communi- 
cation facilities. 

In order to achieve a proper balance in all these activities and 
avoid undesirable peaks in employment in certain areas and short- 
age    of specialists it seems necessary to formulate a series of 
criteria for the overall allocation of priorities, to appraise 
selected projects and, finally, to allocate priorities. 



SUMMARY AMD RECOMMENDATIONS 

In this report « long-term development plan is presented for 
on« sector of the Icelandic economy, the manufacturing industry. 
Normally * sector plan it a part of a complete development plan 
covaring all sectors of tha aconomy, where baaic valuaa and 
primary objactivaa ara formulated, tha aime and goals for tha 
economic policy established, and the adequate co-ordination of 
activities within all sectors secured. 
In thia case one sector has been studied separately and conse- 
quently the study has had to be based on a series of assumptions. 
The realism of these assumptions has to be evaluated befora the 
plan itself is appraised. 
The basic values and areas for primary objectives to be used 
in development planning are the same almost in all countries. 
What differs is the allocation of priorities in balancing 
primary objectives:  employment,  economic growth, price stability, 
balance of payments, and living conditions. 
The preparation of this long-term industrial development plan 
has bean based on the following allocation of priorities: 

- full employment with due regard to price stability, 

- optimum economic growth with due regard to good and emual 

living conditions for all citisene. 

Full employment means that manufacturing industries are supposed 
to employ around 20,000 people 1910. 

The allocation of priority has been determinad by the high par 
capita income on one side and on the new situation that will 
ariae after Iceland's entry into EPTA and tha tentative 
ment with EEC on tha other. 
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»».•»      Effect on the National economy 

H.H.l Effect on the exgorts_of_goods_and_services 
Tne~effect~on~the"Nätiönäl~ecönöäy of a substantial  in- 

crease in the  value of production per man-year in manufacturing 
industries  is  visualized  in the diagram in  Fig.  1.2.  The diagram 
is based,  partly on "the  figures  from Table  «4.3 which is  quoted 
from "OECD Economic Surveys:   ICELAND, March  1972" and partly 

from the figures in Table  H.M. 

Table "».5 
Forecast of Export Values and Shares of net exports 
in  197H and 1980. 

IMO 

MM. Kr. 

Fitti product» 
Aluminium and «Mr tMrtyMMmivt 

production 
Other mwttifacturinf (Ind. ü**omite) 
Agricultural and other product! 

100*1      7« 

1*74 

Miti. Kr.   % 

12 OCX)    67 

1708 
51»* 
589 

U 
4 
5 

i   4 250 
1 20Ì 

500 

23 
7 
3 

9500 
3000 

600 

1ÎH97 too 17 950 100 30 H» 

IMO 

MM. Kr.   % 

17000     5« 

32 
10 J, 

ÌW 

% •*» «i, 
nat «spans1 

1970    INO 

•5    69 

S 30 
S I) 
3_   1 

100   m 

I   SJwft of «oflMMfc «»hM «<MN la »iporu. 
fMfw. -lBtfwtrUt OiwtoriKM FMDwclhit.". ktlawl  1*71. 

The consumption of  industrial goods  from the Icelandic 

•mall-scale  industry on the domestic market in 1975 and 1980 
is calculated  from the situation in 1970 when about 27  per cent 
of the National expenditure  consisted of  goods  from small  scale 
industry.   The   same percentage has been used  in 1975 and 25  per 
cent in 1980.   This is,  of  course, very optimistic.  Experiences 
from other countries show that the manufacturing  industries   in 
a country loose a considerable  share of the domestic market when 
the country enter EFTA or  EEC.  As mentioned before the  Belgian 
industry had  5 8 per cent  of the domestic market  in 1958 but 
only 38 per cent in 1968  after several years  inside EEC.  The 

same tendency has been  illustrated in Norway. 
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Tabi«   4.6    Forecast and targets of export valuta 1975 and 1980 
(1970 prices). 

1970 1975 1980 

Labour force in  small-scale 
manufacturing industries 
Labour force in  large-scale 
manufacturing industries 
Value of production per man- 
year in small-scale industry 
in kronur 
Value of production per man- 
year in large-scale industry 
in kronur 
Value of production in small- 
scale  industry  in mill.kronur 

Value of production in large- 
scale  industry  in mill.kronur 
National expenditure in mill. 
kronur 
Icelandic  small-scale indast- 
ries'share of  domestic market 
Export of fish  and  agriculture 
products  in mill.kronur 
Export of industrial goods 
from small-scale  industries 
in mi 11.kronur 
Export of industrial goods 
from large-scale  industries 
in mi11.kronur 

12.700 15.000 18,000-19,000 

700 100 1000-2000 

950.000 moo.ooo l.aoo.ooo 

3.600.000 4.000.000 4.2QO.OO0 

12.100 

2.550 

41.400 

11.410 

10.670 

660 

2.227 

21.000 

3.200 

52.000 

14.000 

13.500 

7.000 

3.200 

32.000- 
34.000 

4000-8000 

65.0001) 

i6.oqo 

17.000 

16000-ieooo 

4000-7000 

1)  National expenditure increased during the period 1961-1970 
by 58 per cent.  The annual  increase during the period 1970- 
1980 has been estimated to be the same. 
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It should be empasized that the enormous increase of th« export 

of manufactured goods fro» the small-scale industry is not a 

target in itself but a consequence of the necessary increase in 

production per man-year and the limited domestic market. 

Regarding the estimated increase in value added per man-year of 

90-100 per cent during the period 1970-1980 can be compared'with 

the following figures from neighbouring countries (based on OECD 

statistic) 
Increast in value added per man-year 

Norway  1961-1970 •»* P«* cent 

Finland 1960-1970 100 per cent 

Denmark 1960-1970 60 per cent 

H. *. 2 Ef f S2Ì.20.!fMS!i-KìSS5-SSe-ìS?ì§$ì2S 

One of the basic aims of the process of further industrialisation 

is lower product prices, first of all in export industries. This 

aim could be achieved only through increased productivity of la- 

bour. 

A consequence, however, of increased productivity of labour with- 

in individual industrial firms will be an upward trend in wages. 

This development may cause difficulties for service industries, 

industrial firms producing for th* domestic market, where the 

pressure from foreign competition is limited, and for other sec- 

tors of the society as well. 

The high-wage problem does exist already within the fish process- 

ing industry and measures taken within this sector for the purposes 

of control can be utilised even in the export sector of manufactu- 

ring industries. 

One way to avoid undesirable effects from a sudden increase in 

state financial support to one specific sector is to extend the 

development plan to include also the fish processing industry and 

the construction industry. The problems are almost the same in 

these industries as they are in the manufacturing industry and 

the needs of industrial services and state financial support are 

of the same magnitude. The Industrial Development Centre could 

in such a case be a real development centre for the whole industry. 

The problem of inflation and full employment has been discussed 

in Appendix 1, page App. 1.9. 
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5   TARGETS AND CORRESPONDING DEMANDS 

5.1 Targets for 1980 

A progressive manufacturing industry efficiently utilizing 

a labour force of 19.000-21.000 people shall have the following 

characteristics: (1970 prices). 

Employment 

1 

Small-scale induitry 

Large-scale industry 

Total 

18.000*19.000  people 

1.000- 2.000        " 

19.000-21.000        " 

Productivety_of_labour 

Average production per man-year 

small-scale  industry:   value added 
gross output 

large-scale  industry:   value added 
gross output 

700.000 kronur 
1.800.000       H 

1.200.000 
4.200.000 n 

small-3cale industry: value added 
gross output 

large-scale industry: value added 

gross output 

^ï22rî-2?-ÎDÎ!JsÎEî§i-BÎ2^îiî!:ï5-Bî-_fDÎ!^î? 

small scale-industry: 

large-scale industry 

12.OO0-13.OOO Mkr 

32.000-31.000 M 

1.000- 2.000 " 

4.000-  8.000 " 

16.000-18.000  Mkr 

i*.O00- i.000     " 

The targets are visualized in a series of diagrams on the 
following pages. 

It  should be emphasized that the prime target is full  employ- 

ment and the targets established for productivity of  labour, 

value of production per annum,  and  export of industrial pro- 

ducts per annum are consequential  targets only. 



5.1  LABOHR FORCF 5.2 

The target labour force in manufacturing industriai for 
1980 is 19.000-21.000 people. This represents an increase 
over the 1970 level of about »*5 per cent. 

22.000 T 

20.000 - 

2.000 , 

1970 

5.2 EMPLOYMENT 

1975 1980 

The target level of employment has been set at 19.000. Which 
mean8 an unemployment figure of slightly below 2 per cent. 

22.000 r 

12.000 * 

10.000 - 

8.000 - 

6.000 

4.000 

2.000 

0 
197 1975 19 0 
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The competitive power of the firm can be expressed as the effi- 

ciency of utilization of resources for a definitive purpose. 

Resources in this sense are: 

manpower 

management and know-how 

physical facilities 

raw materials 

capital 

Available resources can be better utilized in »any respects: 

Manpower - expensive, not limited during the planning period. 

specialization of production 

adequate training 

adequate introduction into work 

adequate preplanning of work: methods of work, work in- 

structions, detail drawings, materials specifications» 

tool specifications and quality specifications 

adequate production planning and control 

adequate work place arrangements 

good working environments and human relations 

competitive wages 

Management - limited, not expensive during the planning period 

specialization of production 

adequate training of managers and supervisors 

adequate organization of the firm 

adequate assistance from specialists inside and outside 

the firm 
adequate selection of managers and supervisors 

more effective utilization of managerieal techniques, 

eppecially for all kinds of planning and control of 

activities, product quality and production costs. 
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?iíí!á£íi-Í5SÍií!iS2 "    «xpcnsive» rather limited during the 
planning period. 

specialization of production 
adequate facility planning 
utilization of outside services :  industrial centres 
advisory service institutions,  firms for specific processes, 
(tool design and tool making, maintenance and repair), sub- 
contracting, whole sale houses and general agencies, 
improved maintenance of machinery and equipment. 

Bîï.SSÎSSifîS "    expensive, not limited during the planning 

period. 

specialization of production 

adequate product design 

adequate materials control: purchasing, storing and using 

of materials 

utilization of outside services: whole salers 

Capital expensive, limited during the planning period. 

specialization of production 

adequate management, managerial planning and control 

utilization of outside services: industrial centres 

leasing and factoring. 

The process of productivity improvement has to be initiated by 

the management of the firm. For most firms it is not possible, 

however, to carry out the studies needed and implement the 

necessary improvements by themselves and to estimate the long- 

term effects, because of shortage of specialist knowledge and 

financial means. For many reasons it would be of great advantage 

if these studies could be carried out for groups of firms or for 

the whole branch of an industry utilizing experienced specialists. 

Experiences from other countries prove that studies and imple- 

mentation of this kind have to be financially supported by the 

State. 
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S. 3  Demands on the structure of industry 

The existing structure of Icelandic industry is the normal one 

for the early stage Of industrial development. Almost all firms 

arevrelatively small, the majority are family-owned and family- 

managed. There are some co-operative firms and a few are state- 

owned enterprises. All firms produce a great variety of products. 
generally 

The most competitive branches of industry are"'food, textile and 

furniture. 

In the normal process of industrial development some firms grow 

in size, production becomes more specialized, new firms are 

established,the new branches of importance are metal industry, 

electrical appliances and chemical industries and some large- 

scale projects are established. A distinction between ownership 

and management develops, ownership is going outside the family, 

professional management is introduced, the firms become more 

dependant on each other and co-operation in different forms 

starts (purshasing, marketing, specific technological processes, 

sub-contracting). 

T!-e intensity of this process is normally determined by the 

level of competition. Icelandic industry is in the early stage 

of this process and very great changes will occur during the 

next 10-20 years. 

The process will most certainly be directed towards an industrial 

situation where one group of relatively small firms cover the 

service sector ( handicraft and small-scale service production), 

and another group of medium-sized and large firms become responsi- 

ble for highly specialized production of industrial goodS| with 

some firms working for the export market only. 

The different steps in the process of development are normally. 

1 change-over from a mixture of customer service and industrial 

production to specialized firms for services and for industrial 

production respectively 
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2 change-over from the assumption of multiple duties to specia- 

lised industrial production (utilizing whole salers for isiport 

and storing of materials, and marketing of finished products, 

etc.) 

3 change-over from service-directed production on order to 

market-directed production for stock 

H change-over from isolated multiproduct firms to specialised, 

co-operating firms 

5 change-over from family-owned firms to joint stock companies 

6 change-over from ownership-managership to professional 

managership. 

In order to facilitate the process of restructuring and to avoid 

undesirable disturbances in the national economy aud labour 

market, a prerequisite is the adaption of positive attitudes 

by all parties involved, so that actions are taken in line with 

established objectives. 
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5.4    Demands on Export Agencies 

The exports of manufactured  goods  (excl.  aluminum  and diatomite) 
had a  value of  660  mill.   Kronur  in 197 0  and might   increase  -f° 
16,000-18,000 mill.   Kronur  in  1980.  To   find markets and customers 
for this  volume of  products   is  a challenging task.   ^ 

A market   introduction of new manufactured products  on highly 
competitive markets  abroad must  be based on technical improve- 
ments  in  the manufacturing  process,  reliable delivery terms   and 
available   service  facilities.   Product   specialization and co- 
ordination of production and marketing  activities   are required. 
Regular  supplies,   suitable  promotional   activities,   good design, 
packaging with  sales  appeal   and  high quality products at com- 
petitive  prices,  are   vital  elements of  an export   success. 

In order  to utilize   specialist  knowledge  effectively it  is  nec- 
essary to  assign the  responsibility for   the export  of industrial 
goods to  a  small  group of organizations :   private   export  firms, 
State organizations,   HIS,   branch-organizaed institutions and  a 
few highly  specialized   industrial  firma. 

On the market  side  these firms  as a group can initiate and  carry 
out all  kinds of marketing research and   product  potential analysis 
and organize trade missions  and  participations  in  trade fairs  and 
exhibitions. 

On  the  production   side  industria]   firms   can get  advice and  assi- 
stance   in  product  selection,   product and  package  design, and 
marking  and  labelling  requirements. 

The experiences  gained sofar  from the   activities  within the 
canning  industry,  after the  establishment of the   Icelandic   Sea- 
food Corporation,  are  promising.   The  Corporation  takes the  re- 
sponsibility for the   exports   as  well  as  market analysis and  ex- 
port promotion.   Large  export  orders can more easily be effected 
through co-operation  by a group of firms  and market  possibilities 
can be more  effectively utilized. 

1) The  export marketing problems  are  at  present  studied by a 
group of  UNCTAD experts and   Icelandic  counterparts  attached  to 
the  Export   Board  and  a comprehensive report will  be presented Í 
early  spring  1973. I 
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For the increased exports envisaged during the planning period 

it seems adviseable to establish two more export organizations 

besides the Seafood Corporation. One could be assigned the re- 

sponsibilities for the export of products from the engineering 

industry, the shipbuilding industry and the furniture industry 

and one for woolen products, skin and skin products, garments 

and sundry exports as a complement to already established ex- 

port organizations (SIS and Alafoss). Exports from the food 

industry other than canning could be included in the programme 

of the Seafood Corporation. 

Financing is an integral part of all marketing, requiring both 

short-term and long-term credits. In some European countries it 

has been the general policy by the authorities to encourage 

banks, subject to normal banking criteria, to give priority to 

finance exports. Special arrangements exist, under which the 

banks provide at a fixed rate of interest medium and long-term 

credits for two years or more, where lending is supported by an 

unconditional guarantee to the bank by an Export Credits Guarantee 

Institution. The same procedure could be adopted by Icelandic 

authorities by supporting suitable financing institutions. 
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5 .5      Demands on the industrial infrastructure 

The  institutions involved   in an effectively working  industrial 
infrastructure are many as  illustrated  in  Fig.   5.2.   The responsi- 
bility "assigned" to each  institution  is  indicated with 'index 
figures at  the  bottom of each square.   These figures refer to the 
list of assistance activities presented  in App.   5.1 on pages 
12-13. 
"Assignment of responsibilities" is,  of course,  the result of 
negotiations and agreements,  a process that by necessity may take 
several years. 
The establishment of an industrial infrastructure of this kind is 
one of the most essential elements in the development plan: 

it has  to be initiated very soon 
it has to be agreed upon and supported by all parties 
involved 
it has to be financially Supported by the State 
current  laws and regulations affecting this area have to 
be adapted to the conditions of tomorrow. 

One of the key  institutions  in this  infrastructure is  a develop- 
ment centre with an organization, a capacity and a status that 
makes it capable to take primary responsibilities  for  important 
parts of the  implementation of the  industrial development plan. 
The duties,  capacity,  organization,   staff requirements etc.  of 
this  institutions, tentatively called  the  Industrial Development 
Centre (IDCI),   is described  in App.   5.2,  pages 8-20. 
The organization of IDCI is  suggested to be based on the follow- 
ing principles : 

1 Management by objectives, which once has been defined as 
"democratic leadership which makes  it possible to substi- 
tute  for control from outside the more stricter, more 
exacting and more effective control from inside"  (Drucker). 

2 Group responsibility,  which means management  by the right 
of knowledge rather  than by the right of position and group 
decisions  instead of decisions  by  individuals. 

2 Project-oriented activities and team work.  As much work as 
possible  performed  in working groups specially established 
for each project. 

1)  The current  views of the  Export  Board on Export Marketing 
Services and Export Promotion are  expressed  in Appendix  5.4 
and a deatiled description of various aspects on the Industrial 
Infrastructure  in Appendix 5.2. 
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sî2ïliË_2Î.i5Çïi Th« Centre ìB considered to be an  instrument for 
the Industry to improve the competitive power of  individual 
firms and for the State to secure  full employment.   If the Indu- 
stry and the State  can agree on this  objective  it  seems1 advise- 
able  to organize the  Centre as  an  independent  body outside the 
bureaucratic machinery of the State.   Only in doing  so will it 
be possible to fully utilize the  scarce resources  of high-skilled 
specia^'sts, research facilities,  and capital,  and achieve the 
flexibility needed  for this kind of work. 
The long-term responsibilities  for the Centre  should be esta- 
blished  in the governing law and  short-term responsibilities 

in annual  programmes  and project work programmes. 
The  financing of the  Centre can be  shared by the   Industry, the 

State  and the users  of the Centre's  services. 
The continous follow up and control could be carried out during 
regular meetings by the Board, through monthly reports, through 
appraisal of project reports, and through an annual report com- 

paring  the annual  programme with attained results. 

?2Î2l?ii§!}me.nî_2LIP£Ï!The time schedule for the  establishment 
of the  Centre is determined by the  following  factors: 

1 The urgent beed of assistance of all kind  to industry 

during 1973-7M. 
2 Three UNIDO-experts will be attached to the   Industrial 

Development   Institute during the period  1  March-1 November 
1973 to assistVVhe completion of the industrial develop- 
ment plan and  in the first  steps of implementation. 

3 Some governing  laws may have  to be changed. 

j» A smooth process of amalgamation of existing institutions 
simplifies the   staffing of  the  Centre. 

The establishment of the Centre  is  suggested to be carried out 
in three steps. 

Step  1 :     Extension  of the capacity of the Industrial Development 
Institute.   The extension involves the  establishment of 
four groups  to which will  be assigned  the responsibility 
for: Advisory Services,   Product Development,  Industrial 
Inquireies,   Information and  Industrial Contacts, and 
Office Services. 
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Step 2:     Co-ordination of the activities within the Building 

Research Institute, the   Industrial Research Institute, 
the Industrial Development Institute,  the Export Board, 
and the current activities in training of industrial 
managers and supervisors. 

The co-ordination involves the employment of a full- 
time specialist acting  as  chairman in  the Executive 
Team as well as in an  Interim Board.   The Interim Board 
could consist of the Chairman and five members, one 

representative for each of the involved institutions. 
The organization is visualized in Fig.   5.2.1    in APP«   5«2 

St*p 3;    Amalgamation of the five  institutions  into an INDUSTRIAL 
DEVELOPMENT  CENTRE. 

The amalgamation involves the employment of a full-time 
general manager and the  establishment of a Board and 
five Divisions. The organization is visualized in Fig. 
5.3 

The following tentative time schedule for the establishment 
seems to be realistic : 
Step 1:     1 March 1973 
Step 2:     1 July    197 3 

Step  3:     1 January     1974 

A Committee established by the Minister of Industry in May 1972 
has been working on  the co-ordination of the activities within 
the institutions mentioned above  and the Final  Report will be 
presented in the middle of December. 

In connection with the establishment of IDCI  it  is necessary 
to increase substantially the staff capacity,  to begin with 
in the  Industrial  Development  Institute (IDI)  and the Export 
Board.   (EB). 

From 1 March 1973 three UNIDO experts will be attached to the 
IDI, which means that qualified Icelandic counterparts should 
be employed from the   same date. 

An efficient start  of the implementation of the   Industrial 
Development Plan calls for the  following staff  capacity within 
IDI  for 1973. 
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1 

2 

S 

6 

7 

B 

Total 

vitiea Total New 
emp- 
loyee 

Salary 
grade 

s 

Date of 
employment 

General Management 

Advisory Services 

1 
1 
1 
1 

27 
25 
25 

1.3.1973 
1.3.1973 
1.7.1973 

Product Development „» 1 
1 

27 
25 

1.3.1973 
1.7.1973 

Standardization Servici es 2 1 
1 

25 
21 

1.3.1973 
1.7.1973 

Industrial Inquiries 

Industrial Contacts 

1 

1 

1 

1 

25 

25 

1.3.1973 

1.3.1973 

Library 2 - 

Office Services: 
typewriting and printing 1 

2 
13 
10 

1.3.1973 
1.7.1973 

21 12 

1) Include 2 UNIDO experts 
2) Includes one UNIDO expert 

The requirements of new staff members at the Export Board are: 

Marketing Research and Export Promotion 1 27 1.7.1973 
25 1.7.1973 

Trade Information 1 27 1.7.1973 

If it will be possible to establish the co-ordination of develop- 

ment institutions along the lines suggested in Fig. 5.2.4 in 

App. 2 a full-time chairman of the Interim Board will be required 

from 1 July 1973. 



5.23 

5.6  Demands on resources 

The resources to be dealt with in this section are: 

1 raw materials 

2 power 

3 physical facilities 

i+  manpower 

5 innovators and managerial personnel 

6 capital. 

1    Raï_3}jî!:?îè§i:> 

Most of the raw materials  for the manufacturing  industry have 
to be imported which means  that the process of  import and the 
government rules and regulations controlling the  import are de- 
cisive  factors   in the process of  further industrialization. 
The prevailing  conditions  have to  be   improved  in many respects: 

the responsibility  for the  import of raw materials  should 
be  assigned to a  small number of  specialized  firms or 
branch-organized  institutions  aiming at  reliability of 
quality and delivery of materials  and low prices; 
the government rules  and regulations should be  formulated 
in  such a way that  Icelandic  firm can reach as  far as 
possible  the  same competitive position as  have competing 
firms   in  neighbouring countries; 
it might be necessary to subsidize extra transportation 
cost« for industrial firms located outside Reykjavik and 

Akureyri ; 
long-term planning of the  supply of materials  and effective 
procedures  for materials control  should be  introduced  in 
all  industrial  firms. 

Regarding the domestic raw materials,   such as perlite, pumice 
and other volcanic materials, diatomite,  skin and wool,  seaweed, 
and products  from the  fisheries  and agriculture,   it  is desirable 
that they are  further manufactured  into exportable  products, 
thereby  securing employment and  increasing export value. 
In this  context,  however,   it  is  necessary to  intensify the 
research on material  requirements  and  material  quality as  well 
as on the utilization and  the process  of transferring materials 

into finished  products. 
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• 

2    ?2ï?î! 

The new hydro-electric power plant Sigalda, with an installed 

capacity of 150 MW, is scheduled to be in production during the 

latter half of 1976 and the plant of Hrauneyjafoss (installed 

capacity 160 MW) could be in production during 1979. The in- 

stalled capacity in the Southern part of Iceland would thereby 

be almost doubled from 1973 to 1980. 

There are already alternative market combinations for the additio- 

nal firm energy from Sigalda, based on an increase of the con- 

sumption of the ordinary market and combinations of large-scale 

industrial projects. 

The Hrauneyjafoss plant could then cover the additional demand 

from the small-scale manufacturing industry and some additional 

large-scale projects. 

Thus, the availability of electrical energy up to 1980 seems to 

be in balance with the capacity to establish large-scale indust- 

rial projects during the same period. 

The geothermal energy has been developed to date on a limited 

scale, chiefly for household heating. The sole industrial appli- 

cation is at the Lake Myvatn diatomi te plant, where there is 

also a 2,500 kW electric power plant employing geothermal steam. 

There are two basically different forms of geothermal heat occurr- 

ences: recurrent heat and non-recurrent heat. Recurrent heat, 

comparable to hydro-power resources, consists of the natural 

dissipation of heat to the surface in thermal areas and has been 

estimated to be one million kcal per second. 

Non-recurrent heat is analogous to mineral deposits and consists 

of the heat content of the hot bedrock in these regions. The 

bedrock heat reservoir has been estimated at 109 kcal, of which 

one to ten per cent is recoverable. Recoverability depends upon 

such factors as bedrock permeability. 

The non-recurrent heat content of bedrock is by far the most 

important form of commecially useful geothermal energy. These 

resources thus can be considered as heat mines. It seems to be 

large opportunities for commercial applications of these re- 

sources . 
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3    physical_f^cilities 

The physical facilities in many firms of all branches of industry 

can be described as follows: small premises and narrow space for 

incoming and outgoing goods, inadequate buildings (often old, 

multistory buildings, small and low-ceiling floor-areas, and in- 

adequate floor oayouts) and fairly good machinery and equipment, 

very often with a capacity much above the actual needs but badly 

maintained. 

The future demands in this area are closely coherent with the 

process of specialization of manufacturing within individual 

firms. The requirements are more pronounced in buildings and 

floor layouts and less in machinery. The introduction of new 

industrial products, however, may call for new types of machinery 

and future demands on reliability in product quality and delivery 

time require preventive maintenance and prompt delivery of spare 

parts. These problems could be greatly simplified if more uni- 

formity could be achieved in the selection of machines. 

The proposed centralization of the import of machinery to a small 

number of specialized firms and the establishment of industrial 

centres could greatly improve the effective utilization of physi- 

cal facilities. 

H    ^angower 

At present the capacity and capability of manpower is not fully 

utilized within the manufacturing industry for reasons discussed 

elsewhere in this report (inadequate floor layouts, insufficient 

product and production planning, low level of machanization in 

materials handling, high labour turnover and unsatisfactory 

working conditions). 

In a production characterized of high specialization, however, 

the inherent capability of the operators, in manufacturing as 

well as in the office, is quite different from what it is in a 

diversified handicraft production. The full efficiency of specia- 

lization c-an be achieved only, if and when a complete new system 

of basic and further training of all categories of industrial 

personnel is introduced. Manpower will be in abundance in terms of 

numbers but future requirements in manpower capacity and capa- 

bility can be achieved only through intensified training. 
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5    îDD°ï5î2F§_ËD^_ÎËD5SÇri^l_E?ICË2DD§î 

Capable innovators and progressive business managers is a rare 

resource in all countries but also one of the key factors in 

industrial development. 

The capacity and capability of this kind of individuals is a 

result of inherent ability and adaptability, special kind of 

interests and intentions, specialized training and a specific 

combination of progressive spirit and laziness. 

Consequently, individuals with these characteristics cannot be 

created "by force", they are created by existing circumstances. 

What could be done is to create a good climate of entrepeneur- 

ship, facilitating the promotion of feasible ideas and inventions, 

a generous support to product development, and financial support 

to small undertakings. 

In this connection the industrial centres to be established could 

be a valuable contribution. 

6    Ç*E*î5i 

In Tables 5.1 - 5.H an attempt has been made to estimate the 

capital needed for the implementation of the development plan. 

Table 5.1 covers investments in the small-scale industry and 

additional funds needed for the improvement of industrial ser- 

vices. The investments in small-scale industries are based on 

an estimated need of 10,000 new workplaces up to 1980. Estimated 

cost per workplace is based on experiences made in Norway and 

Finland. The building costs for Industrial Centres in Norway are 

15-20 million Norwegian kroner for 1,000 employees (1970 prices). 

The average investment costs for one. workplace in small-scale 

industry in Finland are 24,000 US dollars (1971 prices). There 

are, of course wide variations in costs for different industries. 

Along with the investments follows the need for working capital, 

here estimated at about 12 per cent of investments. Depreciation 

is taken into consideration in the estimates of the number of new 

workplaces. 

The Industrial Development Centre will be the key institution 

in the process of implementation and a substantial increase in 
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capacity and capability is of great importance. 

Investments in small-scale industries have to be balanced with 

corresponding investments in export marketing. The establishment 

of two new institutions, responsible for marketing research, export 

promotion, part of product development, as well as the execution 

of exports, are necessary complement? to the new inputs made in 

production, (see page 5.16). 

The same arguments are applicable when it comes to the establish- 

ment of two institutions for import of raw materials. The most 

urgent needs are efficient imports of wood and wood product for 

the furniture and construction industries and of all kinds of 

raw materials for the engineering and shipbuilding industries. 

Experiences from other Scandinavian countries show that it is 

of great importance for industrial development that there are 

possibilities for State financial support in various forms, 

especially in the areas of product development, export marketing 

and productivity improvement in industrial firms. 

In Table 5.2 one alternative of many for investments in large- 

scale industrial projects is selected in order to illustrate the 

magnitude of capital needed for such investments during the 

planning period. It should be emphasized that the figures for 

volume of annual production as well as for investments are in 

a few oases only based on complete feasibility studies. 

Table 5.3 gives a summary of the estimated Gross Fixed Asset 

Formation (GFAF) in thr-> various sectors during the planning period. 

The total estimated GFAF is distributed amongst the sectors in 

money and per cent and GFAF is also expressed in per cent of the 

Cross National Product (GNP). The annual increase of GNP has 

been estimated at H,5 per cent from 137M- and onwards. 

The total GFAF during the period 1971 - 1980 amounts to 205,250 

thousand krona in 1971 prices and the total GNP to 653,500 thous- 

and krona. GFAF is thus 31.H per cent per annum of GNP as an 

average (variations from 2 8, G to 3 3,0 per cent). Corresponding 

figures for the period 1961 - 1970 were in 1960 prices: GFAF - 

33,246, GNP - 11?, 964, and GFAF in per cent of GNP - 29,M per 

cent as an average (variations from 23,2 per cent in 1961 to 

35,7 in 1967; see the last lire in Table 5.3). 
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The total demand of capital for the implementation of the develop- 

ment plan during the period 1973-1980 is summarized in Table 5.4 

below. 

Table 5.»*  The needs of capital for implementation of the develop- 
ment plan during the period 1973-80 (1971 prices) 
Million krona. 

Investments 
in small- 
scale indus- 
try 1) 

Investments 
in large- 
scale indus- 
trial projects 

Additional 
funds in 

,*Industrial 
Services 

Total 

1973 1,200 70 60 1,330 

1974 2,500 1,100 350 3,950 

1975 2,500 1,750 400 4,650 

1976 3,600 1,750 S25 5,875 

1977 3,600 1,640 525 5,765 

1978 4,500 1,530 500 6,530 

1979 4,500 1,640 500 6,640 

1980 4,500 1,640 500 6,640 

1973-80 26,900 11,120 3,360 41,380 

1) Including working capital and start up costs. 
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Table 5.1. Investments in Small-scale Industry 
and additional funds in 
Industrial Services 1973-80. 
1971 prices. 

Total 
Mill. 
kr. 

973 I n i 75 - 76 77 78 
i 79 i 

1980 

1 Five Industrial 
Centres including 
5,000 workplace s 12,000 1,000 1,000 2,000 2,000 2,000 2,000 2,000 

2 Workplaces for 
another 5,000 

A employees 12,000 ,200 1,200 1,200 1,200 1,200 2,000 2,000 2,000 

3 Working Capital 2,900 300 300 too 400 500 500 500 
4 Additional funds 

for Industrial De- 
velopment Centre 9S0 50 100 100 125 125 150 150 ISO 

5 Two Institutions 
for Export of in- 
dustrial products 350 50 50 50 50 50 50 50 

6 Two Institutions 
for Import of raw 
materials 350 50 50 50 50 50 50 SO 

7 State Financial 
Support in Product 
Development 500 50 100 100 100 50 50 50 

8 State Financial 
Support in Export 

H Marketing 600 50 50 100 100 100 100 100 
9 State Financial 

Support in Produc- 
tivity Improvement 
in Industrial 
Firms 610 10 50 50 100 100 100 100 100 

TOTAL 30.260 1,260 2,850 2,900 4,125 4,125 5,000 5,000 5,000 

Gross Fixed Asset 
Formation (GFAF) 24,000 1,200 2,200 2,200 3,200 3,200 4,000 4,000 4,oon 
Working Capital 2,900 300 300 400 400 500 500 500 
Additional Funds in 

Industrial Services 3,360 60 350 400 525 525 500 500 500 



Table 5.2. Rough estimates of voli»« 
of production and investment costs 
in large-scale industrial projects 
1973-7«*. 1971 prices. 

6.30 

Manufactured products 

Volume 
of pro- 
duction 
Tons/ 
annum 

1 Sea weed 

2 Sea chemicals:NaCl 

3 Aluminum (extension) 

H Aluminum (new potlin« 

8 Silicium 

6 Ferro mangan 

7 Ferro silicon 

8 Ferro chrome 

9 Ti02 slag I 

10 Basalt castings 

11 Basalt fibers 

12 Iron castings 

TOTAL 

Rough 
estimati 
of in- 
vestment 

Planning  period 

75. i« . 7f.ye.rr.rrf, M.#g 

¿M*** 

J°1 Yft.^f, 

.ff.iff.ra. 

iW.ff.flf. 

tSEñ roa.no. 

JlULSJU 
M     7¥    If    T*    77     >*     If    *0 

7© 1S$ /m/** I+—/J*¿**-/•#•# 

Working capital and 
start up costs /!>  lib ¿¿t> a.*o tao 1¥« ¿Vo 
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5.S 

Kronur 

10.000.000 

VALUE OF PRODUCTION PER ANNUM IN SMALL-SCALE INDUSTRY 

The target level of net output (value added) per annum 
in 1980 has been set ad 12.000-13.000 mill.kronur and of 
gross output at 32.000-31» .000 mill.kr., which is an in- 
crease of the 1970 level of about 250% and about 210% 
respectively. 

30.000.000 

20.000.000 - 

10.000.000 

Gross output 

Net output 

1970 1975 1980 

Kronur 

40.000.000 

5.6  VALUE OF PRODUCTION PER ANNUM IN LARGE-SCALE INDUSTRY , 

The target level of net output (value added) per annum in 
1980 has been set at 1.200-2.400 mill.kr. and of gross out- 
put at 4.000-8.000 mill.kr., which is an increase of the 
1970 level with 40-260% and 60-300% respectively. 
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20.000.000 

10.000.000 
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TABLE 5.3. Gross Fixed Asset Formation and Gross 

1971 Prices. GFAF in % of 
Ustionai 

GNP  19i 

Gross Fixed Asset Formation 

Increase in per cent 

Annual increase in % 

I Industrial Assets 

1 Agriculture 
2 Fishing 
3 Fish Processing 

4 Large-scale Industry 
5 Small-scale  Industry 
6 Transport Equipment 
7 Commercial  Buildings 
8 Various Machinery & 

Equipment 

If  Residential Construction 

Til Public Works & Buildings 
Electric Power, g.ft d. 

Gross National Product 

Annual increase in % 

GFAF in  \ of GNP 

GFAF in % of GNP 

1)     Source:   frjáOarbúskapurinn - Framvindan 1972  og horfur 1973. 
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1974 _1 
Mkr 

8.260 

113.7 

10.2 

9.100 

1.050 

2.100 

800 

950 

2.200 

700 

700 

600 

3.400 

5.750 

i .300 

100.0 

0O.8OO 

4.5 

(0.0 

1964 

11.7 

49.0 

18.6 

31.5 

iNational Product    1971 - 2.    Forecast  1973  - 80 

IGNP    1961 -  1970     (1960 prices) 
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1975 

Mkr 

119.850 

123.7 

10.0 

,100 

650 

,000 

,500 

,200 

800 

700 

600 

18.800 

16.500 

fl .800 

3.500 

4.5 

31.3 

100.0 

48.2 

19.1 

32.7 

1976 

Mkr 

21.275 

131.5 

7.8 

10.775 

1.150 

1.325 

1.200 

1.500 

3.200 

900 

800 

700 

4.000 

6.500 

1.800 

66.350 

H.5 

32.1 

100.0 

50.6 

18.8 

30.6 

1977 

Mkr 

22.325 

139.0 

7.5 

11.125 

1.250 

1.400 

1.300 

1.400 

3.200 

1.000 

800 

775 

4.200 

7.000 

1.800 

69.350 

4.5 

32.2 

100.0 

49.9 

18.8 

31.3 

1978 

Mkr 

23.850 

148.7 

6.8 

12.150 

1.300 

1.400 

1.400 

1.300 

4.000 

1.000 

900 

8S0 

4.500 

7.200 

1.800 

100.0 

50.9 

18.8 

30.3 

1979 

Mkr 

24.800 

155.0 

4.2 

12.500 

1.350 

1.400 

1.500 

1.400 

4.000 

1.100 

900 

850 

4.800 

7.500 

1.800 

100.0 

50.4 

19.4 

30.2 

[   stcnoH 2 

72.450 

4.5 

33.0 

75.700 

4.5 

32.7 

1980 

Mkr 

26.100 

162.5 

5.2 

13.300 

1.500 

1.600 

1.700 

1.400 

4.000 

1.100 

1.000 

1.000 

S.000 

7.800 

1.800 

79.100 

4.5 

32.9 

100.0 

51.n 

19.2 

29.8 

[96 5 

18.8 

1966 

31.0 

1967 

35.7 

1968 

34.5 

1969 

25.9 

1970 

26.6 

ip" 
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5 .7      Demands on the economic policy 

Industrial development in the past has to a great extent been 
concentrated on the processing of fish for export.  The processing 
industry is  highly modernized and  capital intensive  and producti- 
vity of  labour is of highest  international standard. 
Even if there  are signs of diminishing returns  on additional 
capital  inputs  productivity in the  fisheries  is likely to remain 
much higher than  in manufacturing  industries and other sectors  of 
the  society. 
Fluctuations  in fisheries have,  however, represented a major 
problem from the point of view of maintaining economic stability: 
changing climatic and biological  conditions and fishing efforts 
of other nations are factors over which Iceland has  little  control 
Large fluctuations in catches have disrupted economic developments 
time and again. 
The manufacturing industry has been and is still highly dependent 
upon deliveries to the fisheries   sector, or upon demand derived 
from incomes  generated in this  sector.   Indirectly this fact has 
had a great   influence on the possibilities for development within 
the manufacturing industry. 
The parity of the  Icelandic  Krona  has been fixed primarily with 
a view to ensuring a reasonable  return in the  fisheries and  fish 
processing.   But as such a parity  the  small-scale manufacturing 
enterprises  producing mainly for  the domestic market could operate 
only behind  high tariffs,  which made  it possible to keep prices 
high enough to pay competitive wages and obtain a reasonable re- 
turn on  invested capital. 
Through a system of protection and financial support the agri- 
culture,  the  industry and other sectors have shared the superior 
profitability  in the fisheries  sector. 

Given the limited possibilities of further expansion in the 
fisheries and  the rapid growth of  the labour force,  the economic 
policy must  be more industry oriented aiming at a major increase 
in productivity of labour if full  employment conditions are to 
be maintained. 
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5.8 Demands on regional industrial development 

The principal aims of regional economic policy are both complex 
and interrelated. They can be summarized very broadly as inclu- 
ding,  mainly: 

a) The  planning of  economic development and  investment   in 
accordance not only with the  need to promote the   overall 
progress of the  national economy but also with  the diverse 
needs and the potentialities  of the different regions and 
with the geographical distribution of the population and 
manpower. 

b) A reduction of the  imbalance  between regions in   the  distri- 
bution of economic activity and in the levels  of   income, 
prosperity and welfare. 

c) The maintenance  and encouragement of the social   and cultural 
basis of the life of the regional populations,   including 
the  preservation and  best use of natural,  cultural  and 
amenity resources. 

d) The  planning of  the physical   environment and  infrastructure, 
including housing,  communications and other forms of  fixed 
capital in accordance  with consistent and coherent  national, 
inter-regional  and regional   aims and with the  economic 
resources available. 

The  emphasis given to these varied  objectives necessarily differs 
according to the different circumstances and needs,  and   such 
factors as  size and the   importance  of inter-regional  disparities. 

These varied features of regional   economic planning  suggest  that 
it  is  impracticable to  treat  economic,  physical and  social  plann- 
ing  in isolation from each other.   Physical and social   development 
requires the investment of resources and therefore poses  economic 
problems  of scale, priorities,  of  costs and benefits.   Economic 
development  influences  and is  influenced by, physical   and  social 
development. A balance  has to  be  struck between all the  objectives 
of policy.   Regional planning   is therefore essentially  an exercise 
in co-ordination aimed  at both improving the economic   foundations 
of a  region and meeting  its  physical and  social needs,   within the 
framework of national  needs,   resources and potential. 

In connection with industrial  development provision is   normally 
made   for direct  stimuli  for attracting or expanding industrial 
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activity.  Such  stimuli may cover new firms,   those which have 
moved from congested  areas or existing  firms  carrying out rationa- 
lization and expansion programmes.  These direct aids mainly take 
the form of loans,   grants or fiscal  exemptions although a wide 
range of different   kinds of measures  are used. 

The question of the   conditions  attached to  the provision of 
assistance is  closely related to that  of  its  orientation.   Sub- 
sidies may be  given  on land,  labour or capital or on a combination 
of these.  In other   countries the  emphasis  has  been largely on 
subsidizing investments,  but this has the disadvantage that,   in 
the short run  at any rate, and before  the multiplier effect work 
through, employment  might fall  rather than  increase. Accordingly, 
in some countries  there has been a discussion of  switching the 
emphasis to the  subsidization of  labour rather than to the other 
factors of production.   (As part  of its total  approach to develop- 
ment area incentives,  the United  Kingdom included in 1967 a measure 
for subsidizing  labour costs in these areas   (the  Regional Employ- 
ment Premium)  which   is guaranteed by Government to run for at 
least  seven years.)   With regard  to  subsidies  on capital,  there 
is increasing  awareness of the  need  for reducing  the burden of 
investment in new  projects and  of operating  costs  in the earlier 
years,  and this  is  one of the main reasons   for the increasing 
popularity of  grants and grant-like  assistance.   The question of 
proper balance between subsidies to capital  and to labour may be 
differently approached in different  regions  and  the answers may 
change from time  to  time. 
Two areas for  subsidies of special  importance in this country 
are transportation  and freight  costs  and the cost for electric 
power.  Transportation and freight costs put  an extra burden on 
production outside   the Reykjavik- and Akureyri-areas, and differ- 
ent prices for electric power in different  areas of the country 
complicates competition on equal conditions.   (See Table    5.5). 

In some countries   fiscal concessions  are used as a means to pro- 
mote regional  industrial development.   Such concessions are used 
either on a highly-selective basis with a view to promoting 
adaptation rather  than the implementation of new  industries,  or 
they may be  given   for a  long run of  years.   In the early years  of 
a new enterprise  profits are generally low  so that if the concess- 
ions were limited   to a few years  only,  the  benefit to the  firm 

might   be negligible. 
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Fr.« depreciation during 8-10 y«ri or extra annual depreciation 
and tax free reserves for investment are other measures which 

could be used. 

An efficient tool in regional industrial development is the 
establishment of industrial centres with inbuilt industrial ser- 
vices combined with financial support in investment, product 
development and export marketing.  See Appendix 5.3. 



Table   S.S 
SAJtANABURDUR A NOKKXUM RATORKUVEXDUM 1970-1972 

COHPARISOW OF SOME ELECTRICITY PRICES 

S. 36 

KafvaiturV 
Electric Supply 
UtiHtiai 

| , , _ 

1   H«i»iliinotkun/Dom«6tic Use 

3000 kVh/l ""Í*,**? 3 room flat 

Stirar vallar/Larga Powar Ind. 

'"""utilisation hra. 

19 7 0 19  7   1 19 7 2 19 7  0 19 7 1 19 7 2 
aur/kWh aur/kWh •ur/kWh aur/kWh aur/kWh aur/kWh 

1.  Kaykjavlk 213 253 279 191 162 171 

2.  HafnarfjOrOur 209 269 291 111 ltl 210 

'   3.  Vatnllayia 2SI 279 296 179 ti* 7*0 

*. Nj«révikur 23) 2S7 216 191 too ino 
S.   Kaflavfk 221 2S9 211 173 IM 911 

6.  Gerftar 221 2S9 296 173 199 21S 

7.   SandgarOi 2 Sa 273 296 177 202 22* 

8. Grindavfk 212 2** 296 119 192 22* 

9.  Eyrarbakki 222 267 297 166 ito 20S 

10.  Stokkiayri 232 267 297 166 190 206 

11.   Selfoia 232 267 297 166 190 70S 

1?.   HveragerAi 232 267 297 166 190 205 

1 3.   Vegtmannaeyjar 2S7 296 326 176 203 22* 
1*.  Akranaa 21*4 230 2S3 1*9 ito 176 

15.   Boriameli 213 231 25* 166 170 197 

16.  Patrekafjttriur 202 321 321 169 ltt 199 

17.   Isafjoriur 271 30 5 306 190 202 202 

lfl.   rauôJrkrakur 232 260 290 190 201 270 
lt.   SiglufjOrôur 22«! 263 296 161 It* 222 
20.  Akurtyri 21* 236 270 12* 1*2 161 
71.   Hûaavik 2*1 267 291 176 ltt 21S 

22.   XeyôarfjOrôur too 222 2*6 161 179 196 

23.  RafM.v.rikitlna 3M »6* 399 210 21» 261 

Meôaltal/Avaraga 231 267 290 169 ite 209 

Mi6a6 vi6 mitt Ir/ 
Mid-yaar figurai 
oourcei OHiCÜMÄL,   November 1972 
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TENTATIVE PROGRAMME OF ACTION 1973-7H 

6.1  Activities to be initiated and performed 

The activities to be initiated and performed during 1973-7* 

as a consequence of an acceptance of the basic aima and meaning 

of the Long-term Industrial Development Plan are put together 

in seven groups as follows : 

6.1.1 Spjcial^investigations 

1 Prepare the governing law for th« Industrial Development 

Centre of Iceland (IDCI). 

2 Formulate criteria of selection, determine priorities and 

decide on the establishment of large-scale industrial pro- 

jects now under consideration. 

3 Identify and review rules and regulations affecting the 

manufacturing industry and adapt to new conditions when 

necessary (including the laws covering the activities in 

joint stock companies and book keeping in industrial firms). 

*»    Study ways and means for State Financial Support to the 

manufacturing industry. 

5 Develop a complete new system for the basic education and 

further training of all categories of industrial personnel 

including a new Department of Industrial Engineering at 

the University of Iceland. 

6 Study the feasibility of the establishment of branch org- 

anized institutions and specialized firms for import of 

materials and machinery and for export of industrial goods. 

1.2 Piinning_and_programme_preparation 

Review, revise, modify, and complete the Long-term Indust- 

rial Development Plan and the Tentative Programme of Action 

for 1973-71*. 

Prepare a Tentative Programme of Action for 1975 

1.3 Establishment of new Institutions 

6 

1 

7 

6 

1 

2 

3 

The Industrial Development Centre of Iceland (IDCI) 

One Industrial Centre 

Some branch organized institutions or firms for import of 

materials ard machinery and export of industrial goods 

One factoring firm 
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6.1.4 Education_and_further_training_of_industrial_gergonnel 

1 Intensify the training of managers, supervisors and foremen, 

and specialists in industry. 

2 Prepare the establishment of an Industrial Engineering 

Department at the University of Iceland. 

3 Support on-the-job training within industrial firms. 

i*    Finalize and put into practice the standard system of 

accounting and cost accounting. 

4 Prepare text-bokks and booklets covering various areas 

of industrial engineering and managerial economics, 

including procedures, forms, and instructions for 

introduction. 

6.S.1 Adyisory_seryiçes 

1 Initiate and carry through studies of productivity 

improvement in selected industries. 

2 Initiate and carry through studies on product development 

in    selected industries. 

3 Initiate and intensify market research and export promotion. 

4 Assist on request industrial firms in all matters connected 

with production and marketing of industrial products. 

6.1.6 Project^studies 

1 Continue the studies on industrial application of perlite, 

pumic and other volcanic materials. 

2 Continue the studies of design, standardization, production, 

ownership, and use of fish boxes. 

3 Carry out a feasibility study of electro-smelting of 

ilmenite. 

4 Follow up the studies on the Sea Chemical Project. 

5 Prepare for the establishment of an undertaking for 

drying of seaweed. 

6 Locate, design, and prepare all documents needed for the 

establishment of the first Industrial Centre. 

7 Carry out the studies needed for the large-scale industrial 

projects given the highest priority. 
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6.1.7  Productiyity_improvement_within_indu 

1 
2 
3 

6.2 

Prepare a Plan of action  for the  firm for  197 3-7H. 

Intensify further training of all employees. 
Start the  implementation of the  Plan of Action  for the 

firm for 1973-74. 

Co-ordination, direction « and performance of implementa- 

tion activities and distribution of responsibilities 

The  co-ordination, direction,   and performance of the   implementa- 
tion of the Development  Plan  can be organized,  as a suggestion, 

in the following way: 

1 A Governing Committee  is established by the Ministry of 
Industry for the overall  co-ordination and direction.   The 
chairman as well as the  secretary must be  full  time.  This 
committee can from 1  July 197 3  constitute  the  Interim Board 
of  IDCI as  shown  in Tir,.   5.2.4  on page App.   5.2.11*.  The 
chairman of the  Governing Committee can also be   selected 
for   the post as  Managing Director of  IDCI   from  1  January 

19 74  as  shown  in   Fig.   5.3  page   5.2.1. 
2 A number of Special Committees  ar« established  by the 

Governing Committee  for  the  performance of  special investi- 

gations  a°   listed  under  6.1.1   above. 
3 A number of Proj-Ct Groupr, are established by IDCI for the 

planning and programme preparation, training of industrial 
personnel, advisory services and project studies as listed 

under 6.1.2,  6.1.4,  6.1.5 and 6.1.6  above. 

Distribution of responsibilities: 

1 The Governing Committee  is assigned the responsibility for 
the overall co-ordination and direction of  implementation 
activities, the  assignment of Special Committees,  the 
approval of work programmes,   allocation of funds,  and the 
review and follow üp of the work of these  committees,  and, 
as an Interim Board of  IDCI,  for the effective  utilization 

of alotted funds. 
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5.7    EXPORT OF INDUSTRIAL PRODUCTS PER ANNUM 

The target level of export per annum in 1980 has b««n »et 
at. 17,000 mill.kronur from small scale-industry and 7.000 
•iTl.kronur from large-scale industry. 

Kronur 
20.000.000 

IS.000.000   « 

10.000.000 

1.000.000 

Sa*ll-scal< 
industry 

1970 
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The key  posts in this organization are the  posts of Chairman   of 

the  Governing Committee and  Managing Director of IDCI and  the 

outcome  of combined efforts   is  to a very great extent depending 

on the  capacity and capability of the man  (or men)  selected   for 
these  posts. 

6.3 Time schedule for the   implementation activities 

As has been pointed out before in this report an early start of 

the process of development during 197 3-71 is of immense import- 

ance for a successful fulfilment of the Development Plan objec- 
tives. 

A time   schedule for such an  early start  is  visualized in  Fig. 

€»l        on  the following page. 

It  should  be emphasized,  however,  that the  possibilities  for  an 

effective  performance of activities in accordance with this   time 

schedule   is depending on the  prompt establishment and proper 

manning  of the Governing Committee and the  capacity and capability 
inherent   in IDCI. 

6.4 Manpower requirements 

A rough  estimate of the manpower requirements  is made below.   At 

this   stage of development  it  seems advisable  not to make too 

elaborate  estimates as the  volume of work to  be performed  has 

to be  measured from a series  of  proposals only. 

Number of manmonths 

1 Chairman of the Governing  Committee 

2 Members of the Governing Committee 

3 Managing Director of  IDCI 

4 Chairman and Members of  the   Board of  IDCI 

5 New  employees at IDCI 

6 New  employees at the Export   Board 

7 New  employees at the  B.R.I, 

e New employees at the  I.R.I. 

9 Members  of the six Special  Committees 

10 Members of a number of  Project Groups 
to  be   selected outside   IDCI 

11 Specialist for the administartion and 
execution of further training 

1973 

10 

197H 

12 

96 

18 

11*1 

36 
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6.6 
6,6        CoBts of implementation of the Development Plan 1973 

The costs of implementation during 1973 have been estimated on the 
basis  of the tentative work programme.  The intention  is to show 
the magnitude of funds needed only, and,  for natural reasons, 
it is  a rough estimate as rather few figures have been based on 
real work programmes. 

1.000 kroner 

Special_investigations    (page 6.1) 

Overall costs of six Special Committees 2,000 

To be  performed by IDCI  .- 

?iÍe^Íí5ÍSÍSDÍ-2Í«DSw.¿DSÍiÍ!¿ÍÍ2D5 (p*E« 6»D 

The industrial Development Centre (App.  5.2.21) 38,000 
One Industrial Centre (no investments 1973)   
Branch-organized institutions  ( w )   
One Factoring Firm ( " ) —— 

£HEî!ïSE.îr*iDÎDg_2£_inËy5££i*i_MÏ520DSi <P*1« *-2> 

To be  performed by IDCI —... 

ôáYiI9^Y_§•îvÍSS§ tPW 6«2> 

To be  performed by IDCI --... 

?E2ÌSS£.§Ìa$ies    (page 6.2) 

To be performed by IDCI -... 

îîii_§2ysrDiD8-Ç2î?iîïe£      (page 6.3) 
Salaries for the Chairman and Secretary (full 
time 1  March - 31 December 1973) and five 
Committee Members 1,900 
Expenses 1.100 3,000 

§Í5Í2-Iáíí*D£e3L§ííBP2rÍ.Í2_íDÍy5ÍEÍai.?ir55 
State  financial support to industrial firms for 
productivity improvement and product development      10,000 

Total S3.000 kronur 



1.7 

For the development of export-oriented industries UNDP has 
allotted the following amounts for 1973: 

UHDP/UMIDO 126.OSO US dollars 12,000.000 kronur 
UNDP/UHCTAD 65,050 US dollars 6.000i000      " 

Total        18,000,000 kronur 

t 
V The overall additional funds to be utilized in the implementation 

of the Industrial Development Plan during 1973 can be summarized 
as follows: 

Alt.  1 Alt. 2 i> 

Estimated additional funds for IDC I      63,000,000    16,000,000 
and the Governing Committee 
UMDP/UMDO and UNDP/UNCTAD 18,000,000     25,000,000 

TOW 71,000,000    71,000,000 

1) In Alt.  2 it is assumed that part of the costs for the feasi- 
bility study of electro-smelting of ilmenite - 7,000»000 
kronur - will be financed through UHDP/UNIDO. 
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THE CONCEPT OF DEVELOPMENT  PLANNING 

1.1 Introduction 

The main objective of the industrial development plan is to 

increase the competitive power of Icelandic industrial 

enterprises. This is a complicated process and Icelandic 

industries have a long way to go. 

The process of industrial development in a country can, 

to a greater or less extent, be directed by the Government. 

As one extreme one can select the industrial development in 

USA during the period 1865-1925. Government actions, both 

Federal and State Governments, were based on a pronounced 

laissez-faire policy and attempts to direct the development 

process, for instance through anti-trust laws, had a very 

limited impact. 

In the initial stages the big industrialists were heavily 

influenced by the philosophy introduced by Herbert Spencer 

and his American follower, the political economist William 

Graham Sumner, who accepted completely Spencer's theories 

of evolution and its application in the social and economic 

field. He also applied Spencer's "survival of the fittest" 

in political economy and often quoted is the following sen- 

tence of his : 

"Let us be understood that we cannot go outside of this 

alternative: liberty, inequality, survival of the fittest; 

not-liberty, equality, survival of the un-fittest. The 

former carries the society forwards and favors all its 

best numbers i the latter carries society downwards and 

favors all its worst numbers." 

As an opposite extreme there is the Sovjet Industrialisa- 

tion Process from 1928 and onwards, which is based on a com- 

plete centralization of power and directed in detail by the 
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5.1.2     Dtmands  on  various areas for  1980 

The Icelandic   industry is in a stage  of transition fro» 
handicraft production on order to  industrial manufacturing 
for stock. 

To reach the  targets   for 1980 requires  a series of substantial 
changes and  improvements in many areas of activity.  The   out- 
come of this  part   of the development   process depends  to  a 
great extent  upon   the mutual connection of changes and   im- 
provements,  timely  implementation and  the overall co-ordina- 
tion. 

A model of an  overall plan of industrialization has been 
prepared based   on   the  following two basic principles : 

1 Specialization  of functions 
In the process   of industrialization the responsibility 
for the  fulfilment of established  targets are decentra- 
lized. A number of institutions,   agencies, marketing 
firms and   industrial firms,  each  perform one specialized 
function  in   one  distinctive area  of activity:  wholesalers 
for the  supply  of materials,   general  agencies  for   supply 
and maintenance  of machinery,   industrial firms  for   pro- 
duction,  wholesalers and branch-organizations  for  market- 
ing of goods ,   and the whole  industrial infrastructure  for 
all kinds   of   services and financial  support. 

2 Specialization   in the manufacturing of industrial   products, 
In the process   of manufacturing  the  firms are concentrat- 
ing their effort on a very limited number of products 
utilizing  all   the advantages  of   specialization. 

The basic ideas   behind this model  of  industrialization  are: 
otimum utilization of limited  resources during the   plann- 
ing period ; 
an adequate   introduction of new   industrial goods   on  the 
world market ; 
the need  for   an  instrument  for  balanced actions of   develop- 
ment in various  areas. 
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Government.  The first on« in a long series of five-year 
plans was  introducta in 1928 and wall-known is the com- 
prehensive long-tarm .plan for 1960-1980. Basad on a philo- 
sophy of socialism a hierarchy of plans ara preparad dealing 
in dstail with industrial problems down to fir« level. The 
planning procedure includes a continous follow-up and a very 
strict control. 

Government planning was in many western countries during 
ths thirties and fourties very often mixed up with socialism 
and there was a very strong opposition fron commerce and indu- 
stry towards government interference in industrial develop- 
ment. Nowadays, however,  it is generally accepted that Govern- 
ment support is a necessary prerequisite for industrial develop« 
ment. 

1-2        Tho Concept of Eoonomic Planning 

Preparation of a plan means forming a view of ths future. 
In the context of industrial development planning ths plann- 
ing period should be short enough to facilitate realistic 
prognosis but long enough to cover large scale investments. 
Five years have been found to be a reasonable period. 

The view of the future must be more than a collection of 
projects and programmes.   It ought to  form a coherent whole, 
co-ordinating economic factors, activities of different bodies 
and various sectors of the society, and eliminating internal 
contradictions and major inconsistencies. 

Every real plan presupposes, to a varying degree, a desire 
to transform the future and to mould it in a particular way. 
The plan is not merely a forecast of the future,  its purpose 
is to deliberately influence the course of events.   To this 
end the plan contains    descriptions of selected target areas, 
formulation of targets,* and choices and priorities. 
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The plan ehould combine objective cxpeotationa with an 
affirmation of will. 'The plan ehould, however, be regarded 
not only at a eat of objectivée, but a« t etrategy providing 
for reeponeee needed to deal with varioua kinde of unforeeen 
eventa. 

In thie connection the tama "Indicative Planning" and 
"Imperative Planning" have been ueed. "Indicativa Planning" 
aeane formulation of guiding principlee and general teme of 
reference, outlining the overall couree of aotion. "laperative 
Planning" add to thie detail inetructiona and targete on firn 
level and inoludea furthermore a. mora atriet follow up and 
government control. 

There are alao the tarma "Maoroaoonomio Planning" and 
"Hicroeconomic Planning". "Maoroeconomlc Planning" coneidere 
the eociety aa a whole with ita moat important unite and 
eectore, whereat "Hicroeconomic Planning" coneidere individual 
«actora, regione« induetriet, or even induttrial anterprieee. 

It ie eeeantial that eaoh objeotive of the plan ehould 
be combined with auitable actione providing meana of achieving 
it. Throughout the planning period it ie alao eeeantial that 
ita prograee ehould be kept under review, and that authoritiea 
have adequate meana of dealing with any obttaclea. Thie impliee 
that the plan ehould not be a formal document but a programme 
of action, whioh ia binding for the whole adminiatration. 

The plan ie nothing if it ia a purely technical device, 
however eophietioatad it may be aa an academio exercice. It 
ie only worth aomething if it reflecte real determination. 
Determination firet of all on the Government *a part, einoa 
it ie the Government whioh in prineiple haa the meana of 
economic policy of achieving it. Determination too» at leaet 
implicitly, on the part of majority of the population who 
endoree ite etated objectivée and the vielen of the future 
which the plan provldee. 
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1.3       Hierarchy of Développant Plani 

An Industrial Development Plan is, or should be, an 
integrated part of a 'well-articulated set of perspectives, 
plans and programmes.  The  foundation of this set are BASIC 
VALUES AND PRIMARY OBJECTIVES accepted by the majority of 
citizens and the final target area is LIVING CONDITIONS FOR 
ALL CITIZENS not only in the existing but also in coming 
generatici <=. 

The Long-Term Plan of Industrial Development has to be 

co-ordinated with the Perspectives of Social Development and 
it  should include a Short-term Programme of Action for the 
first two years of the plan period.  The Annual National Budget 
can then for actual areas be based on facts and figures in 

the Short-Term Programme. 
Perspectives, plans and programmes are all influenced by 

the political and economic situation on the Internatici,ax 
and the Domestic scene and by the conditions on the World 

Market for industrial products. 
The hierarchy of plans and the areas of influence are 

visualized in fig.  1.1 on page App.  1:5. 

1 • ••      Planning;  for Whom? 

One of the primary objectives in development planning in 
all countries is economic growth.  Economic growth as such is 
a natter of intertemporal distribution of public and private 

consumption or, in other wor s, a problem of choice between 
consumption today or consumption som time in future. An 
acceleration in economic growth thus means a temporary decrease 

of the cur. înt consumption possibilities. It can also be ob- 
served that the rate of ecoDmic growth in a country is now 
generally cci •-' '  -   *   '•--ith^r'   ;;•,;   i r~' vit  of  the balance of 
consumption at different points  of time than a measure of 

economic and technical efficiency. 
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Economic growth it thus to a great extent determinad by 

tha ratio of public and ppivttt savings and the corresponding 

valume of investments. In thie connection it is not only th« 

volume of conventional investments (in industry, agriculture, 

fisheries, etc.) that counts, but also investment« in education 

•nd training, rascaron and development, and other parta of the 
•oolal and industrial infraitructur«. 

(The definition of saving: accumulation of wealth through 
postponement of consumption). 

Before the determination of the VOIUM of savings out of 

the Qross Domestic Product (GDP) (partly achieved through taxa- 

tion of private consumption) the political deoiaion makers 

have to decide: for whoa are we planning? The preference« for 

economic growth varies with the age of the individual and the 

expected remainder of hie length of life. The young portion*of 

the population ha« mor« to gain from economic growth ba««d on 

limited consumption today wh«r«a« for «ld«rly cititene only 

•hort-t«rm investments with quick r«turn are advantageous. 

The political decision maker« must also take into consid- 
eration the intereeta of th« coming generations and th«ir de- 

sande and «xpectations. It it their reeponeibility to secure 

a balanced development of the economic and social lif« «van if 

necessary action« come into collision with th« Interests of the 
existing generation. 
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2   LONG-TERM DEVELOPMENT OBJECTIVES 

2.1 Formulation of Lon£-t«rm Development Objectives 

The basic objectives to be formulated for the long-ter« 

development work within the Icelandic industry cover the 

following areas : 

employment 

economic growth 

price stability 

balance of payments 

living conditions for «11 citisene. 

These objective areas are all closely related and thus it 

is not possible to formulate the objectives for one area 

without considering the problems within other areas. For 

example, it is difficult to achieve price stability and 

full employment simultaneously or maximum economic growth 

without certain limitations in the individual's conditions 

of life. 

The relationship between and the primary qualifications for 

the different objective areas are visualized in Fig. 1.2 

along with the primary prerequisites, the current demands 

in Iceland, and the actions to be taken within each area. 

This is just an outline and a base for further discussion. 

The final formulation of long-term objectives is not a part 

of this study. 
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2.2    full employment and Prie« stability 

If the long-tax« objective is formulated as- full employment 
there night be difficulties in the area of price stability. 
This problem has been widely discussed in economics for a 
long time. 
In a celebrated article that appeared in 1981, Professor A.W. 
Phillips set out to illustrate how the law of supply and de- 
mand is applied with respect to wage increases. Taking the un- 
employment percentage as a measure of the strenght of demand 
relative to the availably supply of labour, Phillips argues 
that: 

"When the demand for a commodity or service is high 
relative to the supply of it we can expect itw price to rise, 
the rate of rise being greater the greater the excess demand. 
Conversely, when the demand is low relative to the supply we 
expect the prise to fall, the fall being greater the greatei- 
the deficiency of demand.  It seems plausible that this prin- 
ciple should operate as one of the factors determining the 
rate of change of money wage rates, which are price of 
labor services?. 

• i 

When he plotted the data on changes in money wage rates and 
unemployment in the United Kingdom over almost a century up 
to 1957, Phillips found a significant and remarkably stable 
relationship between the change in money wages and the lavai 
of unemployment. 
In the diagram in fig. 1.3 this theory is applied to Swedish 
conditions during the period 19S5 - 85. The diagram should 
b« interpreted with cautiousness, especially outside the inter- 
val of actual observations.  One gets, however, the impression 
that increases both in wages agreed upon in the central agree- 
ments and "löneglidning" are very sensitive to the conditions 
on the labour market, especially when the percentage of unem- 
ployment is low (1.0 - 1:5%). 
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The limited resources are managerial capability,  specialist 

knowledge  and money. 
During the  planning period there will be  a pronounced  shortage 
of capable  managers and of all kinds of  specialist knowledge 
in all areas of  industrial production and  industrial  services. 
It is obvious  that only with  a very high  specialization of 
functions   it will be possible  to achieve  a balanceé process 
of industrial development. 
The establishment of service   institutions,  investments  in 
physical   facilities and machinery,  the  financing of  industrial 
••rvices  and the financial  support  to various  industrial acti- 
vities will cause a big demand of money,   especially during the 
first years of  the planning  period before the accumulation of 
capital will have any effect.   Specialization of functions as 
well as  specialization in manufacturing within industrial 
firms will  to a great extent   simplify the  financing of all 
these investments    and expenditures. 
One of the consequences of the increased productivity of labour 
will be  a   sharp  increase in  the export of industrial  goods and, 
furthermore,  from industries  which are  at present producing 
for the  Icelandic market only.  To  introduce new industrial 
goods on  foreign markets is   a very intricate business  in it- 
slif but   in this special case  it  is a matter of another di- 
mension  -   to introduce within a couple of years  industrial 
goods from several Icelandic   industries  on new markets in sev- 

eral countries. 
Mistakes  made  by one firm may cause difficulties not only  for 
other firms  in  the same branch of   industry but also  for firms 
in other   industries.   Instead of decentralizing the responsi- 
bility  for export marketing  to all  industrial   firms   it seems 
to be necessary to centralize these activities to a  few export 
organizations   (branch organizations or whole  sale houses). 
A small   number  of    qualified  specialists  can much more effi- 
ciently   solve   all the  problems  connected with  export marketing. 
They can  also  be made responsible   for a  continous  control of 
product   design,  product quality  and the  proper fulfilment of 
delivery  times,  especially  during  the  first  years  of  the 

planning  period. 
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I       vm-mïï mp*imu FLAMIH» IM SOME comrraii» 

Long-tene development planning in the sense of indi- 
cative or imperative planning ia a rathar new government 
aotivity.  Tha first fiva-yaar plan waa aitablishad in tha 
80vjet Union for tha yaara 1928/29 - 1992/33. Aftar World 
War XI tha aama typa of imperative planning was introducad 
in favaral Eaat-European    countries. 

Some Weat-European countries started long-tarn inveatiga- 
tlons and in some cases long-term indicativa planning in connec- 
tion with tha reconstruction of national economies aftar World 
war II and tha utilization of the Marshall Funds.  These 
countries war« France, Holland (industrial development planning), 
Norway and Sweden.  In tha sixties long-term planning waa in- 
troducad in Belgium, Greece, Ireland,  Spain and Great Britain. 
In Iceland a Draft Development Programme for the pariod 1962- 
Ifll, was prepared 

In tha  following pagas a short daacription will be given 
of tha ayatam of development planning used in Franca, Holland» 
Norway and Sweden and soma short notas about tha Icelandic 
five-year programme. 

t.l   Dtvalop— nt Planning in France 

Development planning was introduced in Franoa in 19*6 
shortly aftar the liberation.  Since than five five-years 
plans have been put into effect of which tha latest reached 
its terminal  year in 1970. 
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The first plan was in effect a programme of invest- 
ment in the major sectors which was intended to reconstruct 
the foundations of the French economy.   The second and third 
plans were far more complete production plans, covering all 
sectors of the economy and co-ordinating sectorial objectives. 
The IVth plan and even more the Vth include perspectives  for 
the trend in prices,  incomes, savings,  and finacial flows. 

The evolution has therefore been in the direction of 
more complete, more detailed, and more coherent planning. 

France is a country with a market economy and planning 
does not claim to be a substitute for the market. The plan 
seeks on the contrary to play the role  of a market survey 
generalised on a national scale.   It represents a coherent 
picture of the future for which the various economic decisions' 
makers can make provision.   The plan proposes therefore to 
reduce the uncertainty of the future and to make it easier to 
adapt to changes which are  inevitable consequences of economic 
growth. 

The plan is not only a forecast of the probable future. 
It also contains a set of aims and targets.   In presenting the 
plan to the Parliament, the Government undertakes to use it 
as a framework for its investment programme and as an instru- 
ment for the orientation of economic expansion and social 
progress. 

The preparation of the plan is a collective endeavour. 
Representatives of the Government, industry and trade unions 
all take part.   For this purpose a complex machinery of commit- 
tees and working groups has been set up for concerting the 
views of all the parties concerned.  It has been estimated 
that in all about 3.000 persons take part in the preparation 
of a plan during a period of about 3 years. 

The  French plan relates to industrial sectors and not 
to industrial enterprises.   Except in a small number of highly 
concentrated sectors,  it does not set objectives for indi- 
vidual enterprises.  The authorities intervene only when there 
is clearly a considerable risk of disequilibrium. 
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These general characteristics show that the French 
plan is a complex mixture of spontaneous and normative 
elements.  Each part of it combines  forecasts and objectives. 
It is a representative example of indicative planning. 

The body responsible for formulating the plan is the 
"Commissariat Gémerai du Plan".  For some years it has been 

directly responsible to the Prime Minister. The  "Commissariat" 
is, however, not directly responsible for the eaecution of 
the plan, which  is the task entrusted to the various ministries, 
but it is responsible for reporting of progress made. 

3.2    Development  Planning in Holland 

Long-term planning of industrial development was 
introduced in Holland 1952 and the first five-year plan 
covered the period 1953/57.   In order to achieve a continous 
follow up and a  stabilization of the long-term economy a 
comprehensive system of short-term planning has  later been 
introduced.  For this purpose an econometric model has been 
developed consisting of 32 equations and as many variables. 
Variables for primary objectives are the surplus  (dificit) 
in the balance of payments, the employment, the investment 
level, the share of salaries and wages in the GDP, and the 
price level. Among the independent variables the following 
can be mentioned:   direct and indirect taxes, government 
expenditures, the level of salaries and wages, gross fixed 

capital formation,  imports and exports, transportation costs, 
and rate of interest. 

The model has been developed by a planning bureau, which 
is an interdepartmental government body.  This bureau is re- 

sponsible for the annual follow up and determination of 
expected outcome   in various target areas as a result based 
on forecasted changes in independent variables. 
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3.3   DfVfl9P#fPt PlfnnlM to P9r«iV 

Tht first long-term perspectives, prepared by Stati- 
•tik Centralbyrâ,  contain««! som« alternativ«« of economic 
d«v«lopm«nt after the World War II.  An Appendix to the 
National Budget  for 194 5 M6 presented alternativ« figures 
for the GDP, the balance of trade, public and private con- 
sumption and investments for the period 1916-50.   The aim 
was  just to show alternatives of economic development in 
connection with the changeover from a war to a peace 
economy. 

The first,  as well as the second plan 19H9-S2,- were not 
ratified by the Storting but the Government regarded it as a 
part of the government programme and utilized the basic 
principles of the plan in order to carry through the pro- 
posed comprehensive investment programme. 

The following three long-term plans,  195H-57,  1988-61 
and 1962-65 dealt primarily with the utilization of re- 
oources for investments, public and private consumption 
and«  to a great extent, with regional development, especi- 
ally the development of Northern Norway. 

Sofar the long-term plans had been just guide-lines 
for the praparatón of the annual state budget.  From 1961, 
however, the responsibility for long-term development 
planning was given to a department in the Ministry of 
Finance and, at the same time, a new system for the long- 
term planning (t year periods)    was introduced. 

Based on preliminary estimates of the total national 
income the Government makes a tentative distribution of 
means for the various budget areas.  Each Ministry is than 
responsible for the preparation of their part of the long- 
term plan. 

The first result of this new system was presented at 
the plan for 1966-69, in which plan the first year's figures 
were identical with the national budget for 1966. The 
system has been used for the long-term plan 1970-73. 
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3.4    PfVfl9P»tnt flr""*lìi tP Swden 

The first long-term analysis of the economic develop- 
ment in Sweden appeared at an appendix to tha national 
budgtt in 1946 and daalt with tha development of GDP and 
public finances during the period 1947-52. This analysis 
was made within the Ministry of Finance. 

In 1948 th« perspectives war« widened. A committee of 
experts was given the responsibility to study the whole 
economic development from 1947 to 1952 and the result of 
this study became the first long-term development plan. 
The same type of committee prepared the following three 
plans but from 1965 and onwards the planning has been 
carried out in the Ministry of Finance. 

The long-term planning in Sweden can be characterised 
more as a series of forecasts, to a certain extent  con- 
taining recommendations, rather than detailed plans  for 
economic development.  The analysis is based on a series 
of detailed inquieries and discussion with representatives 
for industry and commerce and various organisations  in the 
private and public sector.  With all facts and figures in 
hand a consistent prognosis  is prepared for the economy 
as a whole, remaining contradictions ari inconsistencies 
are discussed,  and different alternative, directions evaluated. 

To"a certain extent these prognoses could be called 
hypotheses or projections; one tries to explain or forecast 
what will happen in some sectors  if something (exports or 
productivity) develops in a certain direction. 

This type of long-term development planning ie a very 
modest form of indicative planning. No production targets 
are formula t-ed and normally there are no attempts from the 
Government tc pcBuade the private sector to direct their 
decisions in accordance with planned    figures. Generally 
the Government has net even accepted the prognoses as offi- 
cial government policy. The chairman of the above mentioned 
committees,  Ingvar Svenni Is son, made 1965 the following 
comments to this : 
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"It ha3 not been part of the Swedish planning process 
to go back to the various economic uniti (aftar oollaoting 
data) and negotiate à ravision of thair plan« aocording to 
tha intagrated national parspaotiva. This would ba ragardad 
as an unsound intsrvantion in tha competitive system. Firns 
and sactors ara «xpactad to adjust to tha market development 
that actually follows, guidad by ths information thay receive 
in tha published national projection ...    Tha national projection 
creates  in  'image' of economic growth that has a backing in 
Government policy. This  'image' will stimulate industry to 
Îlan for its long-term expansion and make it possible to do 
t mora realistically.  In this way, national projections 

may contribute to create a better balanced economie growth". 
Tha terms "plan" and "planning" ara not widely used. 

The title of the latest analysis is:  "Tha Swedish Economy 
1971-1975 and the General Outlook up to 1990.  Tha 1970 Long- 
term Survey." The main purpose of this survey and tha over- 
all approach is described in thè introduction to tha survey 
aa follows: 

"Tha main purpose of this survey haa bean to specify 
the der  nds on eco? omic policy that will ariee from these 
gels al to confront these demands with tha restriction 
that will operate during tha period. Tha results presented 
here are not to be taken, aa proposals for plans for the 
coming five-year period) either for the economy as a whole 
or for the government sector. .Our main intention haa been 
to clarify relationships between different parts of the 
economy and, in the f">rm of conditional forecasts, describe 
the conaequences of alternative goals.  The report should 
thus be regarded as a basis for decisions concerning economic 
policy. 

Of course the Government cannot determina ita approach 
to these problems simply by selecting here and now only 
one of the reported alternatives as a plan for development 
1970-1975 and then following this during theaa years. For 
one thing the Swedish economy is far too exposed to varioua 
disturbances that cannot yet be foreseen and,  for another, 
the alternative developments calculated here are far too 
uncertain. The material presented here should be regarded 
instead as a basis for a choice of strategy in economic 
policy during the next five years. By this wa mean that 
the rstur* of economic policy during the next  few years 
must be de tenoned in the light of the goals that are sat 
up for tha five-year period as a whole.  In one or two year's 
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time a reappraisal will have to be aada in tha light of 
actual development, and new decisions aay hava to be taken 
with the help of additional expérience gained in the,interval. 

The methodological procedure adopted for thia survey 
largely follows the pattern for the laet two surveys. 
Tha purpose of the method is to obtain a total consistent 
pattern of development in the Swedieh economy for each 
constellation of given goals. In tha procesa, allowance is 
•ade for the current econoaic and technical restrictions, 
which «sana for instance that the demand for labour does 
not exoeed the forecast supply, that the total demand for 
goods and aarvioaa is compatible with the country's pro- 
ductive capacity and that the rising demand of tha public 
aactors during full employment is accompanied by an equally 
larga reduction of demand from other sectors." 

3.1 Development Planning in Iceland 

In 1961 three Norwegian experts at tha command of the 

Icelandic Government prepared a "Draft Development Programma 

for Iceland 1962-1966". The Programme was prepared in close 

collaboration with all Ministries and various National 

Institutions, especially Pramkvmmdabanki, Hagstofa and 
Sadlabanki. 

The Draft Development Programme covers such areas as 

Production, and Investments, Exports, Imports and Balance 

of Trade, Finance, Population and Employment, and the follow- 

ing factors :  Agriculture, Fishing and Fish Processing, Manu- 

facturing Industries, Construction, Powsr, Education and 

Research, and Social Servioes. 

gri 

In the Handbook "Iceland 1966• the Development Pro- 

ie described es follows: (pages 219-220) 

To follow up the stabilization programme of 1960 the 
Government adopted in April 1963 ite first long-range 
economic programs « for the years 1963-1966, The programme 
envisaged a U per cent annual rate of economic growth and 
stressed the need for economic stability. It aleo indicated 
the conditions undtr which stability could be achieved. 
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Hor« particularly, the programme envisaged greater private 
and public investment, the latter notably in the fields of 
electric power, transportation, schools and residential 
housing. It aimed at'a rate of growth of public consumption 
considerably above that of national product, while private 
consumption was expected to increase at a slower rate than 
the national product. The programme stressed the need for 
imposing better order and coordination upon public decision- 
making in this respect. In continuation of the long-range 
programme specialized investment programmes have been 
prepared annually for important branches of the public 
sector. Public investment credit funds and some large-scale 
private industrial projects have also been covered. Pro- 
grammes of this kind, improving internal co-ordination as 
they do, are intended to provide an important means of 
managing aggregate demand as well as improving the allo- 
cation of resources for investment. 

During the period covered by the long-range programme 
developments have been different in important respects 
from what the original programme envisaged. The national 
product, and national income in particular, have grown 
much faster than expected, mainly as a result of the strong 
performance of the fishing and fish processing industries, 
and sharp rises in wages and salaries have led to increases 
in aggregate demand with the result that private consump- 
tion and investment have increased at much higher rates 
than expected. 

The Government had intended to have a second four-year 

programme, for 1967-70, prepared in 1967. However, several 

factors induced it to abandon the idea. 

The big problems in forecasting may be illustrated by 

comparing forecasts of the growth rate of the major demand 

components in the "Economic Programme 196 3-66" with the actual 

outcome. 

Table 1. Growth of Major Demand Components, 1963-1966 

Forecast vs. Actual Outcome 

Per cent 

VIM MiiQfmv promet 

nKMC OOfttUHIBtMMl 
Groat ftMd auat formation 

II*»: OCCO Natimi AowMt mt <ltH;infc> 

Avertie MMMMI real growth rat« 

rofooaat OutCCMM 

4.0 1       » 
3.1 10.1 
5.7 1           rî 

6.1 
!     "• 

! IMM9M. 
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"MANAGEMENT, MOTIVES AND SOCIETY' 

In order to indicate some characteristics in tht Icelandic way 
of thinking some quotations are made from a thesis prepared 

by Sveinbjörn Eggert .Peterson:   "Management, Motives and 
Society,  A Study of the Relationship Between Sociological 
Variables and Some Attributes of Personality Among the Upper 
Classes  in Iceland", Massachusetts Institute of Technology, 
1970.     The purpose of the  study was to inquire into the rela- 
tionship between sociological variables and managerial atti- 
tudes and we will just quote some of his findings : 

"Participation is a multi-faceted phenomenon.  There is 
also a suggestion in  the statistical data that a belief 
in participation is an attribute of the  Icelandic elite. 
Participation ranges  from a personal responsibility to 
be  involved in the  immediate task, through membership 
in  a variety of organizations,  to a keen  interest in all 
that  is happening  in  the world."  (page  219). 

SEP notes as a pecularity of Icelandic Economic organiza- 
tion "the plurality of organizations when economic common 
sense would suggest one would do." And he quotes  Salle": 

"To  form groups seems  for the Icelanders to be a vital 
necessity. The contradiction with that fierce individualism 
which we have already  remarked is merely apparent.   ... 
Individualism is able  to  flourish nowhere better than 
in  a well organized  society."    (Michel  Sallé:   "La Vie 
Economique et Politique  en  Icelande",  1968). 

And SEP gives an example : 

"There are six commercial banks, 
throughout the country,  serving a 
Three of these are owned outright 
•tate has a minority  interest In 
is privately owned and another is 
tive movement.  If on«  takes into 
"government was the co-operatives 
government is involved  in five of 

each with branches 
population of 200.000. 
by the state, and the 

the fourth.  One bank 
owned by the co-opera- 

account that for decadei 
', then the national 
the  six."  (p.222) 

SEP also quote Bjarni  Benediktsson, the Prime Minister, 
who once explained it in this way: 
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Here it mor« than one state bank that carolai on the 
usual commarciai banking functions tinea man have not 
been willing to agree that control over that capital 
which is at the bank management. It wat not thought 
enough, that the bank management be so divided to giva 
expression of different points of view, but rather it 
has seemed necessary to have many banks to quiet the 
fear of monopoly, and to make it lass likely that 'tha 
request of any loan applicant would"be rejected as un- 
reasonable. ... Tha people like to have a cholee." ( 
<P.222) 

SEP gives anothar example and see» Gommanti: 

lULSÎï?1^ *;*£•* ?bout half of th« t0t41 "toh of aemersal fish has been processed into froten fian. Tha 
M î!,îtc,lngl* m*rket r•  Iceland's frozen fish is tha 
•ÜÍÍÍÍo !?*!"• And,îc«land i» "cond only to Canada in 
exports of frozen fish to the U.S.A. But in tackling 
this market, 1.000 times larger than themselvaa, the 
Icelanders empi..  :wo separate coarctations, One haa 
HI     I* "eadtlV!rvara in Harrisburg, Pennsylvania, tha 
other in Cambridge, Maryland. One is a union of the 
privately owned freezing plants, the other a co-opera- 
tives. I suggest, how<?v*r, that there is a more basic 
psychological reason: the paternalistic view of authority 
and the uaçienstrust of those outside one's immadiata 
circle of intimate personal aquaintances effectively 
limits the size of organization which can be efficiently 
managed for the effecient style of Icelandic manage- 
ment req..ii ^s that the manager he personally able to * 

îion.«C(î?fL-223)the f"rthepIr' !t corners of hi> organisa- 

Aid again SEP quote Bjarni Benediktes, 

"Abov. ill, i<; i 3 the ,:,mallntdc 
has set its mariv en Icelandic tic* 
Because of the smallness of our 
among men here at home are more 
And more than that. Because each 
knows something about him, many 
or most administrative decisions 
sonai point of view.» (p.223) 

or the population which 
11 onci life  
society, all transactions 
personal than elsewhere. 
knows the other, or 

people think that all 
are taken from a par- 

And SEP gives the following comr -nts : 

"Undoubtedly, the smallness of the population hat high- 
tened th- importance of the individual to the whole 
society; i. b„ ^y.. „ade pfssible a social structura 
which depends on each person knowing, or knowing of, 
almost every other per .ion. The unifyiu; element is ¿ar- 
sone" 1 knowledge of others." 'p.223) 
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Specialization in manufacturing within individual firms is of 
such  importance  for the  productivity of labour that there are 
no needs  to put  forward all  the advantages.  On  the contrary one 
could  say  that  if a satisfactory level of specialization in pro- 
duction within  individual  firms is  not achieved  there will be  no 
possibilities to reach the  targets  formulated  for 1980. 

The model  has been visualized  in Fig.  5.1. 

This model   just  shows the overall  approach to be  used in indu- 
strial development especially in the development of the indu- 
strial  infrastructure.   It  is  of course up to the  individual 
firm to decide what shall be  the responsibilities of the firm 
and what   shall be bought  from outside service  institutions. 
A fundamental aim in all decision-making during the first years 
of the  planning  period  is  to achieve a satisfactory balance  in 
investments and  actions  in  various  activities  in the process 
of  industrialization. 
Too  large   investments  in advisory services without correspond- 
ing  investments  in product development and export marketing 
may cause   unemployment and too much effort put   into export 
marketing without a substantial improvement  in product quality 
and  industrial discipline could spoil export possibilities 
for a  long period of time.   Examples can be manifolded. 
All  areas  of activity are   interrelated and a continous follow 
up of  investments and actions  is of great   importance.  Almost 
any  investment   in some area  without a corresponding invest- 
ment  in  some other area(s)  may cause severe disturbances in 
the  society.  The model may  serve as a good  instrument  in the 
process  of  follow up. 

The   implementation of such  a process of specialization of 
functions  and manufacturing  is, indeed,  a very complicated one. 
It has to be based on free will with an  intention to co-operate 
for the  fullfilment of a common target.   Full understanding of the 
content  and  importance of various actions,  reliable information, 
confidence   in common goals,   acceptance of the  idea of co-opera- 
tion,  and  state  financial  support to individual  firms are some 
of the  ingredients needed  for a successful  implementation. 
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I        ESSENTIAL INGREDIENTS IM AW INDUSTRIAL PEVELOPHENT 

Summarizing fro» 'preceding paragraphs the following litt 
oasi be produced covering the essential ingredients in an indu« 
strial development strategy in Iceland. 

1 A foundation of generally accepted batic values and 
primary objectives. 

2 A constructive attitude towards industrial development 
from politicians and the Althing, state and communal 
authorities, representatives for agriculture, fishery, 
and other sectors of the society and from the public in 
large. 

t       A constructive attitude from industrialists towards pro- 
fessional management and improvement of managerial 
techniques - eventually at the sacrifice of the system 
of family-owned companies. 

•»       Realistic recognition of needs and weaknesses. 
I       A set of laws,  rules and regulations affecting industry 

adapted to development requirements. 
• The existence of an adequate industrial infrastructure 

(institutions for applied research, technical and advis- 
ory services, teaching and training, and a vital oapital 
market) 

7       Careful definition and redefinition of development targets 
at frequent intervals. 

• Firm intention and corresponding power to influence develop* 
ment towards development objectives and target«. 

t       Instruments with which development can be steered. 
10       Institutions for continuous evaluation of performance 

against explicit criteria. 
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BASIC PREMISES FOR DEVELOPMENT PLANNING IN ICELAND 

The following guide lines are suggested for discussion 
*nd reformulation: 

1 

2 

3 

H 

S 

6 

7 

8 

10 

11 

The primary aim of the plan is to increase the competi- 

tive power of Icelandic industrial enterprises. 

The plan is an .instrument to assist politicians and 

industrialists in steering industrial development so that 

this aim can be implemented in best possible wav. 

The plan will be discussed in the Althing and be an 

integral part of the Government's programme. 

Point of departure shall be a set of objectives based on 

an overall view of economic, social and human conditions 

- not focused on economic growth only. f 

The plan shall be based on the idea of centralized plann- 

ing and decentralized decisions. 

The plan shall be in a limited way indicative but in no 

way imperative: relating to industries - not to industrial 

enterprises. 

The plan shall not be only a forec-irt on probable futur« 

but it shall contain a set of aims and targets. 

The plan shall be flexible enough to allow adjustment*' 

of the timetable for the implementation of measures : the 

list of planned measures is given but the timetable of 

implementation must be adapted to circumstances and the 

scale of specific measures may have to be adapted to the 

actual situation. The plan must be flexible but not so   ' 

flexible that it becomes meaningless. 

Regional development must be taken into consideration 

eventually at the sacrifice of optimal industrial effi- 

ciency. Aims and targets may be differently formulated 

in different regions. 

Governmental evaluations and controls shall be in the 

form of what is termed indirect control, which means 

working with or through the market mechanism; direct 

controls, which means ignoring or evading the market 

shall be avoided. 

In the overall approach and in the formulation of aims 

and targets it is a matter of course to take into 

sincere consideration the characteristic features of 

the Icelandic society. 
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204.979. 
tetta* 

JJ.l      PoeuUtio» m* »oculatio» trauaoa 
Tea total populatioa of Icalaad at tao doee oí 1970 
Accerdiag to ««limate a moot this Agar« will hart Hi 
IIP. 000 by 1900. 
Chaagaa la populatioa duriag race** yuara hay« beea ebaraetarleei 
by « Urge «spanalo* of the ag« group 19419 y tari. TW« traed «Ol 
ceattaue through th« next few year«.   Th« relatively Urg« aepply of 
yeoag labour with mere advaacad education muat b« rogar««* et e 
favourable faatura of population development. The number of achool- 
caildrea betw««a 7-14 year« will ale« coatta»« to expaad rapidly, thnegh 
at a «eereatiag rate. Figur«« for cbildran and yoaag peopia ia tao typical 
age» for education aaé training ar« given ia Table  3.1. 

Table 3.1.1  Number of partea« at educati« aga 

7-14 19 -19 7-19 
year« veart vtert 

mo 19.700 11.200 SI .900 

1911 99.000 11.900 5«.500 

1940 SO.100 14.900 44.700 

1949 S4.S0O 10.000 St.200 

1970 94.900 10.400 97.300 

flg. 3.1.1 it 
domala the 

be aeUc«d that tao 0-19 yeart age grtupe ara 
of th« 30-49 year grtupe. 
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Fig. 3.1.1     The npe composition of the  Icelandic population 
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Doralapmoata la tte ag* groa» 11*49 yaara waiaa -htft 

ft« avoaamUal attiro »aaaUUaa ara af aaoalal attaroat. Ok UM tetta 

ff tte papalattoa costas of l ONMikw If 40 ta« ffaHttlaal Bum au 

»rapoarod a aurroy of tte »aaalallaa'a dlatribatiaa by aaaaaaalo aaatar 

lalfaO.  Th« aiirrniibaa^Äaawnala atWy aa4taaflf«»aamaat 
te traatod with aama raaam. 

Tabla 3.1.1 Pooalatlaa «latritela» la If40.   Poroaaa Wra la 1941 
 aaáaarllo». 

Claaaifladby 
aactora 

MM alaaaiAoé ay 
aaaaomic aoatora 

DaagJbtora at tema 

ftaéaata, aeaoaUallaroa 

Poaaiaao* poraoaa, ala 
Oltera 

Omittad from tte aamala 

Hat elaaaifiodl by 
aaoaomic aoetor 

Mamteraf aorooao 
bfarab Jat? 

40.000 TS.SiO 4T.H0 

tt.tn MUTO ftO.OOO 
1»  . 4M •00 

T.TOO 1.300 4.m 
f.lTS 9.M0 f.ITS 
t.STI 1.9» t.&to 

too 900 900 

•0,090 «a.ftto 40.II0 

Tatai acaoraaag *• 
papalattoa relatar 111.900        110.900 115.900 

II to alaat from Tabla 1.1. t that aoaaaaal moromoat« la omploymaat 

tero teaa vary otraag aad ttet activity la groatoot darlag tte aammar. 

Tte lacroaao la omploymoat lalla malaly la agricultor« aa4 caaotraa- 

Haa. Thara la. aowarar, a coaaldorabl« traaafor of labaar batwooa tte 

taéfcriaaal aactora.  Tata la aaowa la datali la Tabla 3.1.S.   Wbila Itera 
waa aa addition to tte activa worktag popalattoa tetwaaa VUreh aaa Jaly 
of aboat 7.100 poopla (TablaS.1.1% TablaS.l.j. rocord* a fatal of 

M.OOO paraaaa who moradtaoaa aaa jab to aaotter omrlag tte eawH of 

Ite yoar 1940.   Tte flguraa rafar oaly ta traaaiara from aaa acoaomlc 
Motor to aaotaor and not to movoa witkin aaca aaotor.  Tte tablo la 

baaod an a «ampio wblch corara approadmatoly 4 par eaat af tte aaaU 
population aad tao flgarei maot tterafora te tratto* witk raaorra. 
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Table  3.1.3 
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*• a *•*! »tablam ftr  - ..„.^ ——  
a aasapta Imattgattai irata ltél MI I« INí ta 

(TablaS.1.4). 

Tha labour 
tMMflfW«« 
ittaattafta ttda 

Tabi« 1.1. n Xiiabar of aan-yaara utilliad and nuabar of portoni 
aaployad in aoaa branohaa of inditatiy (lili) 

No. of        No. of     Avaraga 
aan/yaara portoni    langth of 
of II aaployatnt 
wtaki par work« 

during 
yaar 

liaouit making 121 322 31.5 monthi 
Chocolata and tugar producta lit ft»! 1.2 N 

Hargarina m 10 I.S ft 

Othar fooda and bavaragaa SI 121 l.t ft 

Spinning and waaving »ill« 
and oarpat factorial 210 •11 I.H ft 

Knitting milla 127 2*1 1.2 It 

Shoa factorial US 1*1 I.I ft 

Xaady-mada clothing 711 1111 I.I ft 

Paints and varniahat •I 111 I.I ft 

Soap, datarganta ate. B6 17 l.t II 

Elactro-tachnical ind. ff 72 —1*1. II 

Wftl JUL Ü21 I      monthi 

Thaaa figurai muât ba ragardad aa illuatrativa, but thay 
•how that tha labour forca in than induatriai it eharactariiad 

by an unuaually high dagraa of inttability. Tha figuraa ahow 
that tha avaraga werkar ataya in tha tama factory only half 
a yaar bafora laaving to find natr amploymant. Raoant findings 
indioata that thara ara toma improvamanta^but that tha probità 
doat ftill axiat. 



Sl*s  Tk« »afatial ui^, fTfn 

Tat auaabar oí m- «^ womta „ 4!«,,^ ^ f„^ to ^ f#NB||il 

•ft* la tao actual labour fore« ouriag UM uartai 1969 . 194» aro »r«. 

Mrt^ i« T14.. 3.1.4 «d 3.1.7. r,«« tfc«-trtl.. tk. «l^rto. 
attract« I« asadt (Table3.1.5). 

Tatto 3.1.i    Tk. «¡tributa«, of mo. am« «m. * tU potoattal aaâ 
*• »ctual Ubour forco 1* «ttforoat ¡¿.„¡¡¡¡Tim 

Aft 
Womoa 

Number % 
Actual 
Number % 

II. If 

M .14 

».49 
•••49 

Total 

1)   T1M 

Tbt «MP»« 

Agtgttupi 

10.113 14 

9.110 14 
30.000 44 

11.304 14 

44.9HMO 

6.314 40 

•.199 90 

19.100 97 
14.341 93 

5MB4 fi 

1) Fotaatial 
Number % 

9*419 14 
•.104 13 

M.31I 44 

IS.403 18 

41.16»100 

Number % 

I.77T 60 
3.494 44 

•.494) 30 
4.411 31 

11.S91 31 

Ubour lore« la per «eat of tua peteatlal 

flfuroo lor tvoioB were U 1965 • 

Mi 
fttouttal 

11-64 

Actual 
Ubour 
laro« 

1) 

%  Pateatlal 
labour 
fore« 

t% 

1.601.14?      1.101.47041 2.553.204        1.111.714 44 
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Aa»..9.1* 

1.1.4 M-abet of unii iimtl-ii ama a^trlbamVam ai 
Tbere are se etatietlet avallami« «rev the ammber ef pan 
te vmrieme ecoaomic eeetove.   The lati etica te tbie area MM 

«B a«ci4eat-iaa«*e4 vork-weeka, where competid mam-yemva ara the 
am aa the nimba* af work-weeke tlmaa 1/92.  The diatriieflam ai 
empftoyraeat by aaetata éarteg the perlai 199S-lS71ie ptaaaataé te 
tabi« 9.1.9. 
From Tabla J.l.t MM faltevtef meatvmeta la 
te UM tavalaaaaat ateta W2.  (Table S. 1.9). 

tabla 3.1.1 Tha Ola tribut ion of employment by aaotor« IMI - 1971 

1999 199b INI 1999 1997 1999 1999 1979 
1 % 1 % % 1 * 1 

Primary Sector 29.9 12.b 11.7 19.9 11.9 19.9 19.9 19.7 
Agricultura 
riahing 

11.7 11.9 12.9 12.9 12.9 19.0 12.2 12.9 
9.9 1.9 9.1 9.9 1.9 9.9 9.9 9.7 

Secondary *9.* Saotor M.t HI.2 M.* *7.9 17.1 »9.2 bS.7 
Fish 9.9 

17.9 
0.9 

procaaaing 9.9 9.9 1.« 9.b 7.2 7.2 9.2 
Manufacturing 17.9 17.9 17.1 17.1 11.9 19.9 19.S 
Energy 0.% 9.9 0.1 0.9 0.1 0.9 0.7 

19.9 
2.9 Construction 10.1 11.9 11.9 12.1 11.1 19.7 11.S 

Transport 9.1 S.b l.l 9.9 1.2 9.0 2.2 

Tertiary , 

Sector 91. t SI.* It.9 99.9 in.i 92.0 SS.* 99.9 
Trade and 
Commerce 11.7 It.2 1H.2 IH.9 ID.9 lb.0 12.S 19.9 
Financing 2.9 1.0 1.2 2.9 1.7 2.9 *.9 *.2 
Service! IH.1 11.1 lt.l 11.7 IS.9 17.1 17.2 12.2 

2971 
% 

17.1 
11.9 
9.1 

*9.9 

9.1 
17.7 
0.7 

11.9 
9.9 

99.9 

19.9 
b.b 

19.* 

The averaga rata of unemployment hat after tha receeeion 
rather low, in 1992 2.SI, 1970 1.2% and 1971 0.71. 
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App. 3.1 tlO 

from the laot line in Table 3.6 it can be found that the total number of 

man-yean has increased from 67.500 in 1963 to 81.660 in 1970.   The 

further increse during the period 1970-19*0 has been estimated at 

17.000 - 18.000 perione.   The reasons for this estimate has been 

explained as follows: 

"The age composition of the Icelandic population is relatively 
youngish, the 0-15 year ape group«; being almost double the 
number of the 30-45 year groups,   (see fig. 4 on page 12). 
From this it follows that the labour force will continue to grow 
at a high rate of 2 per cent although the growth of overall popu- 
lation lias slowed down to below 1.5 per cent per annum.   Due 
to an adverse balance of migration, the actual rate of pupulation 
growth, as distrinct from the natural rate, has fallen further 
still.   These recent changes are lagely the outcome of cyclical 
factors,   and the balance of migration is obviously improving 
again, but official projections taking the most recent trends 
into account havo not been finalised yet.   The projected increat*: 
of labour force wiJ. however, remain relatively little changed 
by these recent tren». - and will result in some 22 per cent net 
increase over the deca  - now started, or by 17-18.C00 peopl*. 

("Iceland, Genet.    Economic Review, 1971-, p. 63). 

3 • 1. «1   Volume of labour   r hour* 
The statuary working week his cto^ed U  «n 48 hours in I960 to 44 

houre in 1965. 44 hours in 1970, and 40 hour,   n 1971.   Since I960 

two 15 minutes coffl-breaT.a a day are paid for.     "bere are no stati- 

stics available showing the mean working hours per v. *k.   The mean 

working week meant the staMary working week plu« ovenlt  - and 

minus absenteism shorter than one week.   Regarding the volume of 

absenteciom in Icelandic industry there are no reliable statistics 

available but tome indications can be received from Swedish labour 

3tatisti^8.   Table 3.1.8 shows the changes in number of persons not 

at woek a e a percentage of number employed during the period 1965-1?69. 

The figures refer to absenteism of more than a week. 

As ci.n be t«en la the table there is an increase in absenteeism of 1.2 

per cent in total over the period.   There is a tendency towards increased 

absenteeism W many induntrlalised contrie s. 

Table 3,lj]0 Absenteeism 1965-1969. No. of persons not tt work «s a percentaes of no. em- 
ployed. 

196$ 

Men 

D:    It wuwti 

total 

Total no. absent' 

5.3 
8.0 
6.2 

6.0 

' l'xcl. the ? on I'olidny. 
Suurct: L-JüUT force suivty« 19Ó5-1961». 

1966 1967 1968 1969 

6.0 
7.3 
6.3 

5.6 
8.$ 
6.9 

6.4 
9.1 
6.8 

6.3 
9.6 
7.1 

6.3 M 7.1 7.1 

224.900 238,900 240.200 267.500        273.080 



A», ta «i 
TW aojabor «f koliomyo for iaéartrtel laku ka« 

It «ayote 1940 to 21 aayo te 19*2   aa*1970 aad 24 «ayo te 1971. 
TIM roéaottea of wooklag boari wül yrtMmaUy eoatlaao te Mm« 
from éarteg tao iovoatteo. IÍ wo ootimato tklo roéaetloa to bo of 
tao oteo of aa ostro wook'o aoMdoy mad If wo fartkor aooamo tkat 
tko aambor of hours ovortlmo will bo aaoaaagtd aa* taat obooc 
teoroMoo win 2 porooat te toa yoaro wo eoa got ta« foUowtef 

Tokio 3.1 ill   Ctaagotew«ridHlMttN«rovtao««H««lféô.l«M 

19*0    1970     1971   19T11)   19 M    19MS) 

wook, boaro 
Mambor «f boaro «vortlmo ^ 
Avorago akoaatootom la % ^ 
Nambor of holidays 
Nambor «I workteg dayo por 

4t 44 
2 2 
I 7 

It 21 

*• 27.1 40)     17.1 
2    2 12 

T    f ft 
MM 10    SO 

2.M»   **tt  l.tTtM«     l.ttw   l.éff 

1) Sotfcaatod figaro 
2) Wltaoat eoaoldortef ostra holidayo 
2)   Eaaladteg two eoffUbroako 

Oartef tao portad 19*0 . 1900 tao 
»tart por oaaam toomo to a« Ham 20 



App. 1.1*1 

9.1.«   ka» »róbleme connected with labour 

Aa. laadoouato labour market 

Po» several branchée of Industry there does Ml calot M adequate 
labour market in lealtad aa la other industrialised covatrice.  Ia 
accordance with tradition, handicrafts bava aa importami poeitioa la 
tcalaad, and altogathar there ara 61 approved handicraft tradee. 
No special divided liaa is drawn batwaaa industrial tradaa and head!* 
craft tradaa. 
Tao vocational training ia Icalaad ia régulât od by two Acta,   i.a. 
the Act on Apprentice training of 15 May, 1949, that waa brought 
iato force from 1 January 1990, aad the Act on Vocational gehont 
that waa brought lato force from 1 October 1959.  The Act oa apprentice« 
•hip training regulates the conditions of training in the workshop.   The 
Act embrace« the whole country aad lacladas all age». 
The Guilde of bandiera fta Includa by tradition both mattere aad 
Journeyman., la collaboration with thee e organisation o,   training 
•chômes have been drawa up ia twelwe trades, bat ia other tradaa 
there are ao special schemes. 
la aa laduttry with highly specialised production procesaos the 
requirements oa labour aad labour training ara cuite different from 
what !• the caee ia handicraft aad arttcaa tradaa.   There are already 
iavestigatione under way aiming at a reorieatatioa of the basic edu- 
cation aad further training of industrial labour aad it should be empha. 
eised that la the process of iadustrhUiaatioa aa adequate labour market 
ia one of the primary prerequisites. 



App. 3.1 IH 

R—loa*! industrial problems 

Relative dependence on agriculture and fishing in Northern mad Eastern 
Iceland it greater than for the country as a whole.   Incomes are below 
average in theee regione, while variations in the fish catch lead to 
considerably more unemployment than in other parts of the country. 
There ie also a seasonal unemployment problems as the fish catch 
is concentrated to particular parts of the year.   The problems are 
increased by the low density of population and difficulty of communi- 
cation outside th Reykjavik area.   These factors have   resulted In 
not emigration from the country to the towns and from the regional 
centres to Reykjavik.   Extrapolations suggest that if no action wsrs 
taken almost half of the growth of population outside the capital 
would migrate to the Reykjavik area.  As this migration would 
probably be concentrated to the more active section of the population 
the burden of providing basic infrastructure development for •mall 
communities would be considerably increased. 

Table 3.1.12 OHM*« Ma, EnaatoyeieM ani lacena Data tv BjenJ 

****** 
MM Henk Nwtfe 

Wan «*M awe •* tatst 

I*«MM*total population, 1970 
ftrawtaeatrovvth in population. 

Not migration as per cant of popu- 
lation erewtb, I96S-IM5' 

Unemployment as per cent of popu- 
lation, 1969 

1970 
Proportion of labour fotta ia 

Ashing tndustry, 1969 
Pareanjatt ((aviation frani man 

incoe» for whola country, 1969 
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Table 34.13 DMAs tea «Tin 
Fat 'cant 

fer Seat .-•, 

Nirthtn 
Ration, 11 

SUO 

105 
112 
1.7 
0.6 

tea»             5.1 
!).7 

11.6 
~ ~ 'lOoS 

i          Casum 
«S   Ration, 19« 

WMs 
1    Country, ISSI 

AgricteMe» 
Putin« 
Hah procaaafftf, 
Other maaufaflturtiai • 
ConstructJoa 
Electricity, aas, «Mar, etc. 
Transport, storage anal rnntwunJii 
Commeraa 
Other servies* 

Total — _ 

27.0 
12.1 
17.6 
7.9 
7.1 
at 
7.7 
9.1 

10.7 
H».0 

124 
54 
74 

IS4 
IS.} 
a» 
9.1 

IIS 
IM 

I0O.S 
3**«: Tb» an—M liHttMM. 
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3"!    Incomes.  consumption, and sa vim» in households  IMO-1970. 

Table 3-1  »how» the composition of private consumption expendi- 

ture,   1960-1968,  by commodity and service, both at current market prlcea 

and at market prices of IMO.    More detailed information about methodo- 

logy used to collect these data,  and a further analysis of the structure 

of private consumption is found in Eiríka A. Frfírlksdáttir, "Einkaneyxla 

i fslandl 1 #57-1 »67" (Private Consumption in Iceland  1957-1967), 

FJJmaUtfSindi. Vol.  17, No. 2 (1970), pp.  115-129.    Separate incomes 

saving of households are yet unavailable,out private sector saving 

incomes are given in Tables 3-lO-A and 3-lo-B. 

3"8    Communitio»}   income, expenditure».  Investments, borrowing 1960-1970. 

Table 3-2 Communities:  incoa»,  ex pond i turo,  and saving 1900-1970. 

Sources: Current  income and current expendí turo  (and  saving)   I960-1068: 

T*e Statistical Bureau of Iceland:  Communal Finance (Svoltar»jó8arrcikniA- 

gar),   1953-1962,   1963-1965,   1966-1968.    Saving   1969 and  1970 basod  on 

preliminary estimates made at the Central Bank of Iceland bas^i on n 

••Jeple of the accounts of  individual communes.     Fixed capital  formation 

by commun it loa   L';   given in Tabic 3-lO-A. 

3-3    Government;   income,  public consumption, investment», transfors. 
barramina 196C-1970. 

Tables 3-3-A and 3-3-u. 

3-4    ProfitsT  investments. self-financing, borrowing 1960-1970 in 
mrtvate business. 

Unavailable 
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3-*    Toft  flKOd •••et» formt Ion and sources of saving  1960-1970. 

Total  fixed aaset* ioniatIon given in Tabloa 3-5-A and 3-5-B. 

Groas savings by econoaic sector in Table 3-10. 

3-6    The credit narkst 1972. 

Final  figures for 1972 ire not available.    Table 3-6 gives sec- 

toral breakdown of credit by deposit institutions outstanding at end of 

1970 and 1971. 

3-6    The capital market 1972! arobl 
far  IMP. 

and opportunities; Prospecta 

See: Table 3-8-A Consolidatali cash floe of investment credit fiando, 

pension funds, and tho unemployment insurance fund, 1969, 1970, 1971, 

1973 (estimated),  1973 (projected).    Table 3-8-B: Cash floes of lnveat- 

aent credit funds 1969-1973.   Table 3-6-C Cash flows of individual  invest- 

ment credit funds 1972 (estiaated).    Table 3-S*D Cash flows of individual 

investaent credit funds, projection 1973.    Table 3-8-1 Cash flow of pons i on 

funda 190-1973.    Table 3-8-F Caah flow of the unemployment Insurance fund. 

See alao Table 3-8-0: Establishment and Enlargements of Liai ted Liability 

Commentée 1971. 

Explanations.    Hl.F..Initial  share capital and incroased share capital. 

CM.H. Paid  Initial share capital and increased share capital as of the tie» 

the information was fathered. 

Footnote 1):    There included increased share capital of the lee land lo 
Aluainua Co.  Ltd.,  I eel. kr.  100,0 millions. 

Footnote 2):    Increaaed share capital of the Icelandic Aluminum Co.  Ltd. 
not Included. 

LamdbunaSur: Agriculture.    Sjávarútvegur:  Fisheries.    Verslun:  Coma 

lenatur: Manufacturing Industries.    Samgongur: Coasaunlcstlona. 

Lanaatofnanir: Credit Institutions.   Verfctahar: Contractors, 

bjenusta: Services.    Saatala:  Total. 

Source:    The Official Casette, 

Temió 3-10-A txpendlture on groas domestic product, and grosa national 

product, and grosa doaestic saving "T sector,  1960-1970.   Currant prices 

Table 3-10-S Same as Table 3-10-A, but expressed in I960 priées. 
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These tahles are sopplenental  to previous tahlH, and «rovi«* 

additional Intonation about coaponen ts of the ccnaunption,  investnent 

and saving aggregates In the groaa doaostio product.    Source«: pool1shed 

Mterial fron the Iconoaie Dovelopasnt Institut«, except in tho following 

instances: 

i) 

a) 

c) 

«0 

•) 

f) 

local governaent consono* loa « public coneuaptlon expenditure - 

contrai governaent expenditure 

privat« other fixed capital fornati«« • privat« capital forna- 

tlon - privat« r«aid«ntlal capital fomatian 

ptttttt fiant ospitai foranti«» ani all eoe-eategories tberenf 

am eased «a data sosaltted by tao Seonoaie Dovelopasnt 

I natitute. 

»•tic ssving - fixed capital fomation • net 

ineroaa« In stocka • «x tornai nal anees «a gonfa ani aorvi 

prli itle saving - groas ansilo 

eaving 

grana lelpsl govoi it saving. ita an Tania 9-S. 
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5.10 
5.2      Demands on the individual firm 

The demands on the individual firm can be  formulated to be 
increased competitive power with the sane or rather an increased 
number of employees. 

The demands on  the competitive power of  the firm and ways and 
means to be used in its accomplishment  is  to a  great  extent 
determined by the nature of the objectives established 
for the firm.  These objectives are of two types:  objectives  of 
the  firm as an  integrated part of the national  economy and objec- 
tives of those who are  involved in the activities of the fir». 
For an Icelandic  firm in the  prevailing  situation the  primary 
objectives at national  level are: 

to create   employment possibilities 
to produce  for export 
to contribute properly to the  GDP 

At  firm level the objectives of the fir* are formulated out 
of a series of interests manifested by the parties involved: 

the owners 
the board of directors 

the employees 

the management group 

the customers 

the suppliers 

the granters of loans 

the competitors 

the public 

the state authorities 

the communal authorities 

The formulation of the objectives of the firm is one of the 

primary tasks for the management. It is a complicated process 

and a process where all employees should be involved. In this 

process could also be included the co-ordination of 

national objectives with those at the firm level. Harmony of 

objectives is one of the primary prerequisites for an efficient 

process of industrialization. 
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App.   3.):2 

o) 

i) 

•MlftMMnf drivings IB aaay IMUMN result IB tao 
facture of aaay lteae la batea«« whoa» ooaetituent lteo» 
•loa emanai cnaldlffereacea through ata adherence:   to 
toleran»« liait«. 
MMWW -   Delivery la olov du« to liai tod capaoi ty «ad lack 
of production planning.    Th«y ara aleo uarellable aa aaau- 
factup«r« taad to aaka uaraalialto proaleee to cuatoawr« 
which they know they can not kaap. 
AW» lam tMKfia -   Although guarenteee exlat, aaay 
aaaufacturere are reluctant to readar tha eorvloea to váida 
taoaovguaroBtooa coaalt tbea.   Aftar aaloa «arrio« la thus 
laadaquat« duo to atti tuda, lack of cervice faolltiaa aad 
low profitability aa aaay flra« oalt to laoluda adäquat« 
provision« for aft«r aalaa eervlce ia their aolliag price 
oalculatloae. 

SSOESSSniMi 

of ta« exiotlag produite peeeea «sport potential aapaolally 
itoaa ooaMotod with th« flahiag indu«try.    lydrautlc v lachee 
ara aa asaapla of «uch producta having good quality aoooptabla 
prioa aad Incorporât« t«ohiaoal faaturaa apoclally adoptad to 
ouatoawr aaada.    To laprove tha coapetatlve poaitloa of the 
BOtalworklag aoctor aad augaant tha currently very aarrow rang« 
of eaioeble producta two baalc changa« la tha atructura of tala 
lnduatry will have to b« Introduced. 
Tao firat changa involve« a reorganisation of th« current raw 
Material supply.    Tbl« invlov«« tha «llaenatlon of aaall batch 
laafflol«nt buying, practicaa which ralao uaaacotaaarlly tha prio« 
of iaportad raw aa tarlai«.    Another aaad la tha «atabllabaaat 
of officiant cae ting facili t lea for both ferroue aad aaa fewwoae 
aatala.    A aaall foundry ualag acrap aetal augaented by Iaportad 
pig lroa and or acrap would seat preeent raquiraaoBta.    Oace 
electroeaelting of ilaenlte la Introduced aoaa 18.000 tona of 
localy produced pig iron would becoae available. 
Tea aocoad aajor changa in the aetalvorklng aactor raqulraa flraa 
to epeclall««.    Specialisation by product however la not auffielest 
la Icelandic conditions.    A conelderable degree of epeclallsatlon 
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if ariosas U also ra«ulro4.    Matal osatisi) tool aai alo aaJUaj, 
aast troataaat, fftlvaaisiaf, sloetroalatiar, «to. saoald so aar- 
fmtd by spooialist fIras.    Thoos aro ooaass roaslroassts vaiea 
oaa ooly ba perfora»« aeoaaaleally M a sub-ooatract basi* M 

with taw sseoatloas »oas of ta« osietlaa; »tal saatifaotarara 
bava aaffieiaat tarotifaput to justify osaital sspoadlttiro as 

plaat far tatto propos«. 
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TMP LUT«» vmmn < iicmpmo HATO« OOOM I. 

1. UM AMD fTnUCTiflU 

•) Tb« lMtbar laduatry Motor la largaiy baaad upon tbt taaalng 

of abaapakiaa. Sa»ll quaatltlaa oí hora« and co« hldaa ara 

miao tannad but an only n v«ry Hal tad «cala. A ravivai of 

alak faraiDg will add to tb« raw aatarlaln avallabi« for laatbar 

product processing. Th«r« ar« four tannarloa, tbraa of «blob, 

account for appraxlaately 90 to 90% of total output. Tao of 

tbaa ara at Akurayrl and tb« otbar at aaatarbrókur, bava boon 

aavly ra-«quippad «ltb aodarn production aaobiaary. 

b) Tb« total nuabar of aan yaarn aaployod in tannine and laatbar 
products van 95 in 1968. 

o) Tb« valua addad par aan yaar va« SM.000 kr. la 19ft. 

d) Tb« «slating product rang« consist« of taaaad flaaoas pro- 

Maaad to varying dagr««a of finish. Tb« amjorlty of tbaaa 

•kins ar« flniabad in suada «ltbar «ltb long or cut wool 
facinga. 

a) Tba industry's capacity is rougbly 500.000 skins par annua 

laavlng SOM 200.000 to 300.000 skins for sxport. Th«M ara 

aostly axportod as unprocaasod «alt«d skins. A aaall nuabar 

to-dat« bas baan «aportad in ««t-blu« a trand «bleb can ba 

«xpectad to grow as th« n«v plants bagln to utili«« tbalr in- 

atallad capacity aor« «ffactlvaly. Uathar products «aportad 

to data coMist aalnly of: ruga, nuada Jacaats, coats, capa, 
glovao «tc. 
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«OQOITâTIfl POtlTIOM 

P11C1 -   Tb« price oí lalaadle tanned product«, especially that 
of fleece« on a ouede backing lo competativ«.    Thla duo to 
the fact that too tannerie« apeclallae to a largo extent oa 
thlo typo of product and that oklao aro a by-product of aoat 
production. 
QUALITY -   Tho quality verle« wldoly bolag determined by tho 
vary lag quality of raw oklao and tao éfflcloney of ladlrldual 
tanneries. 
POUJVUY -   Delivery lo uoualy good but quaatltloo aro ro- 
•trlotod by tho rather Hal tod oupply of good quality locally 
produced sklae.    Output could bo augaoatod by taaalag li 

b) 

o) 

».    HP01T 0WMTMI1T1M 

As baa boon aontloaod already raw aklao, taaaod rveoeoeed palto 
aad ooow loatbor good« aro bolag exported.    The potential for 
lacroaolng thooo exporto even further exloto If output aad product 
opoolalloatlon are latornolflod.    The extent to which oxpaaoloa 
will tax« place however, will bo determined by raw material oupply 
en tho oao band and now product development oopeclally In tho 
leather geode eector on tho other.    Local raw ma tarlalo can bo 
augmented through Import«, which a large aector of hither too only 
marginally exploited leather producto lo available for development. 

Leather gift article« ouch aa holte,  leather bound photograph aad 
•tamp alburno, wallet«, puroeo,  handbag«,  travel good« to name but 
a few,  could bo made In loolaad.    Tho market for thooo producto 
bao boon oxpaadlag rapidly all over the world and good quality 
producto of distinctly« design would find a ready market.    Tho 
main advantage of the development of thl« type of lnduotry in 
loeland lieo in the fact that there product« can bo manufactured 
oompotatlvely oa a ornali «cale lnduatry basi« in practically any 
part of the country.    By their nature the manufactura of thooo pro- 
ducto lo labour intensive roqulrelng only email capjtal outlay« 
for simple machinery (1.«. «owing machinée, amall pre««««, cutting 
tableo etc.) aad could therefore be located in pocket« of either 
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1ht aroéueto vale* would aoaorato tat larfoot émk tor oapiop- 
aoat or« parooa aad aaaolMfa.    Tboaa proouoto mié aot oaly 
oaoloy woraora to too actual aaaofaotariag prooooo but oouli ala« 
•ovo a aultlpllor offoot ia tao Mtalvoralag Motor op oroatiaf 

for local amaafaetaro of alp faotaoro, prooo ataaa, oaoaloa » 
fraaoo oto. 
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to»*t»i>» 

pretesta wfclofc «oui« g—rate the UtfMt IwK f«r —pltp- 
it or« p«r*M tatf •*•#%•§•.   Ta«#» preéMof mM Mt —ly 

perl»» it tte tettiti tateftoturlif preoeei but ostili alee 
•tve • mltlpUer effeet li tte metalvorkltf seeter *y erettiti 

for leetl ataattettire of sip futuri, 
•te. 
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off m aromi 

1.  SIZE AMD STRUCTURE 

â) The wool industry in Iceland it currently buid upon local 

raw materials. The relatively fixed list of the sheep 

population,which is rearad primarily for meat, determinai 

tha siz« and quality of the annual aupply of raw wool.  Some 

700.000 to 800.000 fleeces yield approximately 1.100 tone of 
wool of varying quality. 

There are at the preeent time 2 spinning plants, 3 weaving 

plants, 5 carpet making plants and 19 knitting firms in 

Iceland which utilize this wool. 

b) The total number of man years employed by this sector of 

industry was 617 in 1968. Of this total spinning and 

wtaving (including carpet making) accounted for U02 man years 
and knitwear 215 man years. 

c) The value added has increased greatly in this sector in 

recent years. This has been mainly due to an extension of 

export markets for selected Icelandic wool products. 

d) The existing product range consists of yarn, cloth, carpets, 
blankets and knitwear. 

e) Exports of woollen products have begun to develop in rmcent 

years. The main products exported to-date are blankets to 

the U.S.S.R. and knitwear to the U.S.A. and Western Eurppe. 

2.  C0MPETATIVE POSITION 

a) PR|CE - Spinning and weaving of standard products is un- 

competative in price. These functions only survive as a 

result of high tariff protection which onee removed would 

render these operations compleétly uneconomic by internatio- 
nal standards. 

b) QUALITY - The quality of exported items is acceptable. 

O DELIVERY - With the renewal of production equipment delivery 

has now become acceptable as the shortages in spinning and 

weaving capacity were augmented. 
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t. 

a) Tha ««port potential of this industry ii vary strong as 
long as aaphasis on distinctiva loslandic dasign is laain- 
tainad.    lo« Und i c knitwaar alraady sails will in tha U.S.A. 
and Waatsrn Europs as a rasult of iti distinctiva daaign. 
An adaptation of similar dasign faaturas to say carpati 
oould also provs highly suooasaful.    A tast aarkat in 
tourist shops oould tsst tha validity of suoh now dasigns. 
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THE FUIMIfURE INDUSTRY (INCLUDING FIXTURE!) 

1. SIZE AMD STRUCTURE 

a) The furniture and fixture industry consists of some 320 
fir-as who for th« mott part are engaged in tht production 
of both catagoriet of product.    Tha vast majority are vary 
•mall one man businesses with craftmanship as their main 
feature.     Only 7 employ over 20 man years and these together 
with a few smaller establishments form the most progressive 
part of the industry. 

b) The industry employed 1310 man years in 1968 of which the 
20 largest companies accounted for 40U. Turnover per man 
year in 1970 was 785.000 Kr.  in these  20 fimms. 

c) The value added per man year was Xr. in 19 
d) The product range manufactured includae the fall complement 

of furniture and fixtures. 
e) Small quantities of chairs have been exported but to date 

these exports have been an a test markst rather than per- 
manent basis. 

2. COMPETATIVE POSITION 

a) PRICE - Raw materials which are all imported are well above 

competative prices and thus raise tha cost of the final pro- 

duct. Price control, intended to limit Mark ups on imported 

raw materials and prevent price rises has the opposite affect 

of discriminating against rational purchasing policies.  It 

becomes more profitable for the importer to buy high priced 

raw materials well above market prices rather than to pur- 

chase at the lowest cost. The user i.e. the furniture manu- 

facturer on the other hand thus finds himself at an auto- 

matic cost disadvantage of serious proportions both in home, 

and especialy export markets as the average material coats 

of this sector are 42% of total costs. 
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»>      QUALITY -    Tht best Icelandic furniture compare» favoura- 
bly with imported product! in quality. The bulk of local product», 
however,  does not reach this high standard. 

o)      DELIVERY - Delivery is slow as tha capacity of individual 
finas is vary rastrictad. 

S        EnW* Opportunities 

Although axport opportunitias «re limitad individual items 
of apacial design could find salas outlats abroad. Tha industry 
is vary diffused both in terms of numbar of enterprises and 
variety of products produced by each of these small manufactures. 
Soma amalgamations or mergers would greatly improve the viability 
of this  industry and a greater degree of product specialisation 
is required. As an import substitution industry its products ara 
aciaptable and will continue to supply a high proportion of local 

needs. 
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TB flAtTISi IMWtltX 

l.   Hü Alffi KM/CM! 

a) Some 21 firms are currently angaged in tha manufactura 
of plastic products from imported raw materiali i.t. P.V.C, 
polyethelene ttc.    Mott firms art vary amali» producing a 
heterogeneous product ranga. 

b) Although tha total nunbar of man yaari employed it ttill 
low (  IBI in 1968  ), it it ona of tha rapidly axpanding 
induatrial ttctort with incraattt in output of up to 30% 
par annum in raoant yaart. 

o)  Tha valua added par man ytar in 1968 wat  318.000 kr. 
d) Tha building induatry and packaging hava baan tha main 

cuttomtrs for this output and th« product ranga. thtrafora, 
reflect! the needt of these aactort.    Existing productt in- 
cluda ittms such as insulation material«  hoses, pipes, 
home Utensils, electrical line installations,  light fitt- 
ings, plastic bags, bottles,  containers,  floats etc. 

a) To-date, no direct exports of plastic products have been 
achieved, but packaging material sold to airlines, tha 
duty free port at Keflavik and the fish processing industry 
is exported indirectly. 

2. gwETATtys mnm 

a) PK ICE -   Tha induatry has baan able to competa in tha home 
market at acceptable prices but this position would alter 
if the currant 15% tariff waa lowered.    The 5% import duty 
on raw materials, the dutiea on imported production equip- 
ment and tha additional raw material transport costs make 
Icelandic plastic products uncompetativa in foreign markets. 

D*  QUALITY -    The overall quality of producta is acosptable in 
the home market but are of tan laoking in competati ve design. 
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°) DELIVERY -    Du« to tht «xiatanoa of torn« spar« capacity 
dalivary for hon« markat damand it good.    Any non largo 
and sustained demand for additional output hovavar, oould 
only b« mat by incraatad invaatmant in naw plant. 

3.     EXPORT OPPERTUNITIES 

Exiating producta ara not «xportad at tha ooat diaddaaattga 
incurred by Icelandic manufacturai dua to doubla trantport 
ooata, duty on raw matariala and high ooat low productiva 
labour pracluda a comp«tativ« prioa in international markata. 
Tha only axport protpactt in thi« induttry could arata out 
of tailing it«»« with tpacial datign faaturaa which oould 
ovarcoma thit inbuilt oott ditadvantaga. 
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i. ii.i'íii'.. 

a) Tala iaoaotry ooaoiata of tv» fins tot* of «blob start«« to 
aaaufactur« Uva eoraaioo «a a aaadlorait baala.   Orna of toni 
ooapaal«« feos BM bm oaovartad te UM aoodaotioa tritìi 
Oaaoboolovak «qupawnt. 

b) IB Itti oooo 100 ama paar« vor« «aoloyod 1« toi« «ootor of 
«ileo 90 vor« «aployo* by tao largo firn. 

«)   Tata! output vma oooo 35 alllioa kr. of valoa SO alllloa vao 
arodoood by OUT. 

0)   Tat product nag« ooaalot« of dUtietivaiy «aaigaod ooraaio 
artici«« auck aa plat««, ashtrays, oraaaaatal raaos, laaaa, ote. 

o)   aapraaUoatoly 8 alllloa kr. voro «aportad 1« IOTI» a fartbor 
li alllloa «old to toarlot« aad tao kalaaoa «old ia tao 

rkot. 

t. «rroTiTi yoffiag 

•* Baal - •**•• °* » ^a*ly apodal ooolga taooo prooaot« aro 
klgkly ooapotativo aad ovaa obtala a prloo aOvaatago tkraagk 
uaiaaoaoaa. 

b)   SSÈMH m   ia i°°* ia both durability aad doalga. 
o) DOUYIY - oapaeity laotallod ia «oli kolov daojaad aad tba*- 

foro oollvory probUaa for larga oroors ooald arlao. 

Taoao produota ar« alroady oaportod aotk iirootly aad ladlr«ctly 
raad tas pot «at lai daoaad la «alla* tad ia tao faraiaabl» fatavo. 
Tao rata of «apaasloa vili dopaad t« a larga ostoat upoa ability 
to supply tala Utl«at doamad. 

Tao aaia aarkota ara UTA. l.l.C. aad Bartk aoorloa. 
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»AJMTM. LA0ÜIK1 AMP 

I. fflff «MP ITtUÇTOM. 

*) Too total auober of fi rao wu ft is IMO. 
b) Total MB yeare employed 108 1A lit*. 
c) Too valu« addod por san year wao 390.000 kr. 
d) To« product rang« confers» to dooaad in tbo. bui Idi Of 

decoratine sectors and boo shown a «toady growth. 
o) Point« ar« «xportod to too UMR uador special ooeettti 

1. COMPITATIVI POBITIOM. 

a) 

b) 
o) 

PB1CI -   Being produoed f roo entirely i «por tod row «atorial« 
tboo« producto aro not eoapotatlve intersetioealy out do 
ooapeto in Icoland with tbo b«lp of high tariffo* 
QUALITY -   Ho orobica in quality. 
DtUVMtY -   delivery ia no real probloo oxoept fi 
organisational point of view. 

3.    HPOBT P0MIBILIT1BB, 

Bxcept in exceptlosal circuastaaoeo export potoatlal ia very 
United in tai« indu«try ao oooto are «oil above latoroatlooal 
ooapotatlve levels. 



App. 3.H.1 

APPENDIX 3.U 

REGIONAL ASPECTS ON INDUSTRIAL DEVELOPMENT 

A brief description of the objectives and scope and the concepts 

of regional development policies in the Nordic countries. Based 

on "The Regional Factor in economic development", OECD, 1970. 

1   INTRODUCTION 

Negative factors such as lack of natural resources, unfavourable 

climatic and geografie features have always placed some regions 

at a disadvantage in relation to other regions in the same 

country. Initial disadvantages of this kind have led to others 

such as inadequate social services and infrastructure and the 

absences of employment opportunities. 

The motivation for regional development policies arises basically 

in connection with one or another of the following categories 

of problems: unemployment in certain parts of the country (high 

level of unemployment; lack of employment opportunities; in- 

stability of employment;threat of future employment), excessive 

outward migration (especially of people of working age) leading 

to a deterioration in the population structure and a progressive 

underuse and decline of social assets, marked disparities in per 

capita income, extreme unevenness in the distribution of popu- 

lation and resources. These problems emerge from underlying 

structural imbalances and have, as post-war experience has 

demonstrated, for the most part to be solved through national 

policies aimed at maintaining high levels of demand in the 
economy as a whole. 

This implies that regional policies form part of national 

policies and must be considered in the context of national 

policies. All kinds of national economic and social policies 

have regional implications, the role of regional economic 

policy being essentially based on the recognition that the 

process of economic growth is uneven in time and space. 

Regional policy is not solely designed to provide relief to 

depressed areas; it is part of the broad approach to the 
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attainment of general economic and social goals. On the 

practical level, it is important for regional policies to 

cover not only the problem areas but also the expanding ones. 

Areas which are now prosperous may well show symptoms of de- 

pression in the future. 

While the broad aims of the regional development policies of 

différant countries are very similar, the characteristics and 

scope of the individual policies differ markedly. The specific 

policies adopted in each country and the resources devoted 

to the programmes will depend on the nature and scale of the 

problems encountered, the objectives in view, the level of 

economic and social development and on institutional and 

political factors. The modification of an existing regional 

pattern of economic development and growth prospects it» 

essentially a long-term task. To be effective, therefore, 

ragionai policies must be based on a comprehensive approach 

that takes account of long-term population growth and movement, 

and economic and technological trends in which the various 

elements of national and regional policies are co-ordinated. 

2   REGIONAL PROBLEMS IN NORDIC COUNTRIES 

The over-riding characteristic of the Nordic group of countries, 

apart from Denmark which, however, faces special problems 

because of the large number of islands of which it is composed, 

is the vastness of the area, the wide differences in climatic 

conditions and vegetation and the low density of population. 

These conditions give rise to particular problems, amongst 

others, with regard to communications, agricultural production 

and the development of manufacturing industries. A small number 

of core-areas can be distinguished where the rate of economic 

growth is very rapid. But outside the core-areas the economy, 

in great tracts of the Nordic area, is in general dominated 

by scattered, mainly primary, industries undergoing radical 

transformation or in decline. This development involves an 

outflow of population to the industry and services of the 

core-areas and also from rural to urban areas within the 

different areas. By and large the main problem regions in 

Finland, Norway and Sweden are 
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to be found in the north, are remote from the core-areas, 

and have a hard climate and a one-sided industrial structure 

involving a constant risk of unemployment or underemployment. 

Against this general background, differences in degree and 

structure of economic and social development give rise to 

important qualitative and quantitative differences in present 

and anticipated regional problems in each country. SWEDEN, 

which has one of the world's highest levels of per capita 

income, is faced, in addition to the problems listed above, 

with a number of problems associated with affluence: the 

difficulty of providing people remaining in depopulated areas 

with a standard of services equivalent to that available in 

other parts of the country; the highly developed and expanding 

motorisation of the population; the increase in the amount of 

built-up area per capita; an .^planned use of land resources. 

NORWAY'S regional development problems largely stem from the 

dispersed type of settlement and geographic and topographic 

conditions causing an imbalance between employment and pro- 

duction. The agriculture, forestry and fishing sector accounted 

in 1960 for one-fifth of total employment but for only 9% of 

GNP. These factors explain the extensive internal migration, 

especially after the last war, leading to more concentrated 

settlement. Two distinct features are particular to DENMARK'S 

regional problems: the dominance of Copenhagen where 35% of the 

whole population lives, and the farreaching effects on the 

growth pattern of the population and of economic activity 

arising from structural changes in agriculture. 

The principal problem of FINLAND'S development regions is that 

their productive activity lacks efficiency which manifests 

itself in the fact that primary production is dominant. In 1967 

the primary sectors (agriculture, forestry and fishing) accounted 

for 15% of GNP but 27% of total employment. In agriculture the 

respective figures were 9% and 23%. In addition, it is chara- 

cteristic of these regions that traditional industries grow 

slowly and labour is being released from agriculture. This 

results in unemployment and emigration from development regions. 

Additional problems are caused by the high birth rate in the 

North, the low income level and the substantial dispersion 

between different income groups. 

7 
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THE OBJECTIVES AND SCOPE OF REGIONAL DEVELOPMENT POLICIES 

3.1 The general approach 

While most countries have had policies to help depressed areas 

for a number of years - many being started during the r'.nter- 

war depression years - there has recently been much new thinking 

on the subject and reappraisals of the role of Government. In 

many cases these have led to drastic changes in policy. A common 

feature of this new approach in the various countries is that 

Governments are increasingly thinking in terms of regional 

development policies rather than in terms of aid to depressed 

areas. The basic reason for this development is two-fold. On 

the one hand, it is becoming increasingly apparent that the 

growth policies to which many countries are committed can leave 

pockets of excessive unemployment and low income which are 

politically, socially and economically undesirable and can 

themselves impede the success of growth policies. On the other 

hand, it has become necessary to include in regional policy 

the strong regions so as to be better able to define their 

prospects and their participation in economic development as 

a whole. 

In all countries the orginal aim of regional policy was to 

combat unemployment in selected areas by means of specific 

measures and was essentially motivated by social welfare con- 

siderations. While such considerations remain important, the 

economic factor has in many countries become the main driying 

force behind regional policy. In many instances sectoral 

planning e.g. housing, communications, education, hospitals, 

etc. is far more developed than co-ordination between the 

sectors and regional policy aimed at securing harmonious 

economic development, particularly in the public sector, is 

therefore largely concerned with securing co-ordination 

between the sectors at regional and local level. A major 

objective is therefore to balance regional and local claims 

to resources and to give the executive authorities the possi- 

bility of making long-term plans on the basis of reliable 
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estimates of available means. Other major motives for regional 

policies can also be discerned. The increasingly numerous and 

complex conflicts concerning land use, e.g. the rival claims 

of industry, agriculture, recreation and nature preservation, 

have led in many cases to nationally inspired physical plann- 

ing and to increasingly close integration of physical plann- 

ing with regional planning. 

The principal aims of regional economic policy are, in con- 

sequence, both complex and interrelated. They can perhaps be 

summarized very broadly as including, mainly: 

a) The planning of economic development and investment in 

accordance not only with the need to promote the overall 

progress of the national economy but also with the diverse 

needs and the potentialities of the different regions and 

with the geographical distribution of the population and 
manpower. 

b) A reduction of the imbalance between regions in the distri- 

bution of economic activity and in the levels of income, 

prosperity and welfare. 

c) The maintenance and encouragement of the social and cultural 

basis of the life of the regional populations, including 

the preservation and best use of natural, cultural and 

amenity resources. 

d) The planning of the physical environment and infrastruc- 

ture, including housing, communications and other forms 

of fixed capital in accordance with consistent and coher- 

ent national, inter-regional and regional aims and with 

the economic resources available. 

The emphasis given to these varied objectives necessarily 

differs according to the different circumstances and needs 

of each country, and such factors as size and the importance 

of inter-regional disparities. 

These varied features of regional economic planning suggest 

that it is impracticable to treat economic, physical and 

social planning in isolation from each other. Physical and 

social development requires the investment of resources and 

therefore poses economic problems of scale, priorities, of 
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costs and benefits. Economic development influences and is 

influenced by, physical and social development. A balance 

has to be struck between all the objectives of policy. Regional 

planning is therefore essentially an exercise in co-ordination 

aimed at both improving the economic foundations of a region 

and meeting its physical and social needs, within the frame- 

work of national needs, resources and potential. 

Regional policy, therefore, is mainly concerned with overall 

economic and social growth, and not merely with restructuring, 

and is geared to the central objective of economic growth as 

well as the correction of imbalances in regional employment 

and incomes. 

3.2 National objectives in Nordic countries 

Several examples of the shift in regional policy aims fro» 

exclusive concern with alleviating unemployment in the less 

favoured regions to the wider concept of stimulating potential 

development in suitable parts of the country are to be found 

in Scandinavia. 

Each country undertakes its regional development policy on a 

strictly national basis, although co-operation is taking place 

on a number of joint projects under the auspices of the Nordic 

Council, and the role of regional policy in general economic 

and social policies naturally varies from one country to an- 

other, but all regard the locational planning of public in- 

vestment in infrastructure and social services as being central 

to regional policy. The basic aims of regional development 

policy are similar: to promote a distribution of economic 

resources that is conducive to full employment and growth 

and which enables people living in different parts of the 

country to share in the general progress of the nation. 

In NORWAY regional policy and national economic policy ar« 

very closely related. This is because regional problems con- 

cerning settlement patterns and industrial structure ar« so 

widespread that they represent vital national problems. 
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Regional policy is aimed at promoting better regional balance 

and alleviating readjustment problems arising from structural 
changes in the economy. 

After the cessation in 1961 of the ten year North Norway Pro- 

gramme (covering 12% of the population and 35% of the land 

area), there has not been any new designation of development 

areas. The Regional Development Fund provides assistance of 

different kinds to economically weak districts in all parts 

of the country. It is up to the administration of the Fund, 

acting within the criteria laid down by Parliament, to decide 

which location or area is eligible for assistance. 

In the case of SWEDEN, two long-term objectives have been 

formulated for regional policy with regard to the distri- 

bution of resources and the location of industry and commerce. 

First, to promote a distribution of economic activity that 

leads to the country's capital and labour resources being 

fully utilized and distributed in such a way as to favour 

rapid economic progress. Second, to contribute to an equita- 

ble distribution of the rising standard of living and the 

provision of satisfactory social and cultural services to 

people in different parts of the country. 

The most important means to reach these goals is an effective 

regional planning, guiding and co-ordinating the allocation 

of resources. Under a new system of economic support for 

location purposes instituted for a trial period of 5 years 

from 1st July, 1965 assistance is primarily intended for 

th« aid area but, subject to Governmental authorization, may 

be used in other parts of the country where major employment 

problems are expected or have arisen because of the closing 

down of an enterprise in connection with rationalization or 

for similar reasons and where it is deemed necessary to 

support an industrial centre with an unbalanced economy. 

The aid area covers the northern part of the country which 

has less than 20% of the total population but covers two 
thirds of the country. 
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In DENMARK the aim of policy,  as  defined in the  1967 Revised 
Regional Development Act,  is  to  foster economic growth in 

areas where such growth is needed  for the  population to share 
in the general economic,  social  and cultural progress of the 
nation.  The Act  stipulates that  it   is the duly of the Board 
to advise the Minister of Commerce  on designation.  The Act 
does not include  any criteria as  to how this  should be done, 
but a variety of criteria such as   income,  unemployment, growth 

in population,  urbanization, decline in agricultural production, 
are likely to be used.  When the legislation came into force 
in 1958  it applied to the whole of Denmark apart from Copen- 
hagen.  With the  improvement in employment it has been narrowed 
to a  limited area  and at present  covers  35% of the land area 
and 25% of the population. 

In accordance with the  1966  legislation the development regions 
in FINLAND - designated on the  basis of development indicators 
- comprise the whole east and north,  parts  of  the central and 

western areas and  the  archipelago   in the  south-west.   It com- 
prises  79% of the  total area  and  «+0% of the  population but 
is divided into two zones,  one being subject  to stronger 
measures than the  other.  The  zones  were designated according 
to their distance   from the  industrialized part of the country, 
mainly in the  south-west.  However,   the determination of new 
boundaries for the  development regions and  zones is now under 
consideration. 

The  Committee report of the Regional Development  Board which 
was presented to  the Cabinet  in May 1969,   included proposals 
for new development region boundaries.  These were determined 
on the  basis of the  stage of development attained by each 
commune i more than  '40  variables were used  for measuring this. 
The  preparation of the proposals  for the new legislation on 
development regions has been based mainly on  the principle 
that  the  solution  to these problems  is to be   found in the 
pursuance of a policy aimed at developing a new structure 
of production  in  these regions.   Development  policy is conse- 
quently directed  at concentrating  productive  activity in 

those  industries  whose products enjoy increasing demand, 
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which have good competitive power, and which will be able to 

absorb labour as it is released from the traditional sectors. 

In order to change the production structure it is essential 

that a sufficient share of the resoureces devoted to develop- 

ment work should be directed to those centres in the region 

which are capable of development as the result of already 

possessing a diversified industrial structure and a developed 

service network. 

«*   BASIC CONCEPTS OF REGIONAL DEVELOPMENT POLICIES 

In the NORDIC countries the policy of assistance to depressed 

regions has evolved in the direction of a regional develop- 

ment policy integrated in the context of the national economy 

and aimed at stimulating the regional potential where it exists. 

This implies a policy of redistribution of economic resources 

to contribute to full employment and growth. Thus in the peri- 

pheral regions, problems of unemployment, depopulation and 

inadequate services are being tackled by concentrating public 

measures in districts where conditions are considered most 

suitable for economic growth while at the» same time measurer, 

are taken to assist the residual populations and those wishing 

to migrate. It is recognized tnat in the long run there is no 

way of preventing many rural areas and even urban areas from 

losing population to those parts of peripheral regions where 

there are employment opportunities (growth points), and to 

the expanding areas in other parts of the country. The emphasis 

given to each of the elements of policy - stimulation of growth 

centres in problem areas, assistance to residual populations, 

labour mobility inducements - varies from one country to an- 

other. 

Co-ordination of physical planning with the allocation of 

resources is under developrent in all the Scandinavian countries 

and has advanced further in Norway, and to some extent also in 

Sweden, than in the other countries, although numerous problems 
subsist. 
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In DENMARK the emphasis has been placed on location policy, 

the major aim being to reduce economic and social disparties 

between groups of population. As a step towards integration 

and co-ordination of the government's investment policy a 

National Planning Committee was 3et up in 1961 with the task 

of establishing policies for the allocation of funds for 

public works where these will have a decisive effect, in 

determining industrial location and future urbanization. 

With the recent introduction of 3-year budgeting and impend- 

ing perspective budgeting covering 10-15 years, regional 

development policy is likely over the coming years to become 

more closely integrated with economic and physical planning. 

Overall physical planning for larger areas than individual 

municipalities is only to a limited extent legally obligatory, 

but in several parts of the country voluntary regional plann- 

ing by groups of local government units is taking place. 

Attention is currently focussed on the delineation issue 

which is closely linked to reform of the administrative 

system. 

NORWAY has the longest history of regional development policy 

but has, perhaps, the most complex problem of all the Scandi- 

navian countries. More so than elsewhere in Scandinavia 

regional problems concerning settlement patterns and industrial 

structure, because they are so widespread, have to form part 

of national policy. National fiscal, budgetary and investment 

policies are also supported by a wide range of regional policy 

instruments. Increasing attention has been given to the inte- 

gration of regional policy guidelines and measures into the 

Annual National Budget and the Four Year National Programme 

and to the regional co-ordination of infrastructure invest- 

ments. 

By Act of Parliament of 18th June, 1965, all communes will 

have to work out an integrated advisory plan for land use 

within the commune as well as plans for main infrastructure 

investments. Communes forming a geographical and economic 

unit are required to co-operate together (within "planning 

regions", generally composed of 4-7 communes). In each of 

the 18 counties a planning section has been set up to deal 
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with regional problems in the county and to co-ordinate and 

guide physical planning within and between communes. Although 

there are so far no arrangements for overall physical planning 

at the national level, four Planning Commissions have been' 

set up to present integrated advisory plans for eight counties 

(including Oslo) in south-eastern Norway, the greater part of 

western Norway, the Trondelag region, and North Norway, re- 
spectively. 

Preliminary work has been done on the regionalization of 

national plans, the starting point being to broaden the per- 

spective of the sectoral plans and budgets prepared at county 

level. Special attention is given to the regional co-ordination 

of infrastructure investments. The complexity of Norway's pro- 

belms is illustrated by the fact that for the time being no 

complete scheme has been worked out on future urbanization 

and growth area policy. These questions touch strongly on 

local and political interests  and there are divergent views 

as to whether preference should be given to large or small 

centres or whether expanding areas should be given more atten- 

tion than declining ones. In order to gain experience one 

growth centre, or one growth area, has been designated in 

each of the 15 counties outside the Oslo area. 

SWEDEN, to a greater extent than the other countries, and 

in some respects in contrast to them, has followed a policy 

of promoting the transfer of labour from the sparsely populated 

parts of the country to the expanding areas. This is partly 

because it is widely accepted by government, industry and 

labour that it is necessary not only to facilitate but also 

to promote structural changes in order to maintain full em- 

ployment and a rising standard of living, and partly because 

Swedish experience has been that only a relatively small 

number of places are going to be attractive to industry and 

people. Great importance is attached to social welfare measures 

taken to alleviate the situation of residual populations, 

mainly older people loath to leave their life-long environ- 

ment, in the sparsely populated areas. Extensive use has been 

made of relief works to provide job opportunities for people 
living in these areas. 
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In Sweden the most important communities from the point of 

view of services have been classified "A" centres. There are 

70 such centres, normally with a population of at least 

30,000 inhabitants, i.e. the minimum number required for a 

secondary school and many other services. In the aid area 

there are 20 such places, most of them coastal towns, and 

about 75% of the new job opportunities have been or will be 

created in them. 

Regional planning has until now mostly taken place on a 

sectoral basis (e.g. roads, housing, etc.) in line with 

long-term economic planning while co-ordination between the 

sectors has to some extent been lagging behind. Such co- 

ordination has primarily been effected through the physical 

planning of the communes or groups of communes. The ability 

of the communes to fulfil this task has been strengthened 

by the new division of the country into blocks of communes, 

which was completed in 1964. It was further decided that 

co-ordination between the communes and between the different 

planning sectors of the state authorities as a basic element 

of regional policy should mainly be carried out in co-opera- 

tion between communal and state authorities under the super- 

vision of the provincial governor's office. This work resulted 

in 1967 in a  provisional form of county planning. Of particular 

interest in the work being carried out at county level is the 

attempt to give a more quantitative and specific content to 

planning in the form of "frames" for the future population 

to be planned for in various areas, indicating the need for 

dwellings, schools, road, etc., and calculations for employ- 

ment in the various sectors of the economy according to 

assumptions made under -different alternatives. In response 

to the increasing conflicts between industry, recreational 

interests and the preservation of nature, work has been 

started on national land utilization planning. 

In FINLAND, although since the 1930*s regional aspects have 

been taken into account in national economic policy, the 

broad lines of an overall regional development policy have 

only recently been formulated. At the beginning of 1965 the 
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Committee entrusted  with this task submitted  a provisional 

report  in which primary importance was  given  to designating 

development areas,  to questions  of vocational  training and 

financial  incentives   for  industry.  The   first   step was taken 

with the  decision to  enforce the   present  laws  on development 

regions  for  1966-1970.   However,   this did not  as yet  constitute 

the  formulation of a  coherent overall regional  development 

policy with clearly defined aims.   The Regional  Development 

Board was  founded in   1966  for continued research and the 

planning of regional  development  policy.   The  committee report 

of the  Board presented to the Cabinet in May  1969 constitutes 

the  first  overall regional  development  plan for Finland.   In 

the preparation of the report an  effort  was made to  increase 

the participation of the development regions  in discussions 

regarding their problems as  well  as in decision-making.  Special 

provincial  research officers have,   inter alia,  been appointed 

to the  provincial offices  in the  development  regions  in order 

to define  the aims  of  each region  and the ways  of achieving 

them.   In addition,   the  planning  of land  use,   which  in Finland 

is entrusted to  federations   of regional  planning,  is  now  being 

co-ordinated with the   planning of  general  social policy and, 

especially,  with  other types  of regional  planning.   Consequently, 

efforts  are being made  to  increase  the  co-operation  between 

central   ind district  Government officials, on  the one hand, 

and the  various  planning bodies,   on the  other.   Regional econ- 

omic planning as  such  will  be  inaugurated in  about  1973. 

5 ADMINISTRATIVE CO-ORDINATING   BODIES 

In the Nordic group of countries  only Denmark  and Norway 

have  set  up bodies  specifically for the  purpose of  implement- 
ing regional policy. 

In DENMARK,  the  Regional Development Board is   charged with 

administrating the  1967  Revised Regional  Development Act  and 

is solely responsible   for the  administration of  financial   aid. 

The designation of development areas is  undertaken  by  the 

Minister of Commerce.   In NORWAY,   the Regional   Development   Fund 

is charged  with  the  provision  of  assistance  for establishing 
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new activities   in areas having special   employment  difficulties 
or a w<?ak  industrial base with a view to increasing employ- 
ment and  obtaining an  efficient utilization of   labour.  The 
Fund's  scope  of  activity  is   considerably wider   than the pro- 
cessing of  applications  for   financial   support.   Thus  it assists 
in the  investigation of  industrial  possibilities,   takes action 
to  assist  the  realization of these  possibilities  and draws  the 
attention of the competent  authorities   to problems which need 

to be resolved  in order to   strengthen economic  development  in 
the districts.   Its resources  are used   in accordance with guide- 
lines drawn up  by the  Government  from time to time.   The main 
co-ordination work is  carried out  by the Ministry of Local 
Government  and   Labour. 

In  SWEDEN,   the  central  agency for  industrial  location is the 
National  Labour Market  Board which  undertakes advisory and 
information  services,  economic and   labour market   surveys and 
acts as  the  executive  body  with regard  to financial  aid.  At 

Government   level,  industrial   location   is handled  by the Ministry 
of Housing  and   Labour.   The   Government   has appointed a Location 
Committee with the task  of  discussing  regional  problems and 
giving advice  to the  Government.   It  consists of  representatives 

of  industry and  commerce,   the employer  and employee  organisa- 
tions, the  unions of local   authorities  and certain  central 
government  authorities. 

The  FINNISH  Government  body responsible  for the   planning of 
regional development policy  and the  preparation of the pro- 
posed measures   in the    Regional Development Board.   Its members 
represent,   inter-alia,  the   central  government,   central muni- 
cipal organisations,   industry and  research institutions as 
well  as  the  different regions of the  country.   Within the 
development  regions social   policy  is  planned inter-alia by 
the province research officers for regional development and, 
as  far as  land  use is  concerned,  by Federations  of Regional 
Planning.   The  implementation of regional development policy 
measures  is  entrusted  to  the Ministry  of Commerce  and  Industry, 
The Ministry of  Communications and   Public Works   and the Ministry 
of  Finance.   There is no Government  body in Finland responsible 
for both  the  planning  and   implementation of regional develop- 

ment policy. 
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6 SPECIFIC  MEASURES  FOR   IMPLEMENTING REGIONAL DEVELOPMENT 

POLICIES 

Three  broad  categories of  measures are  used to implement regio- 

nal policy:   those bearing  on the development of  infrastructure, 

which may not only be specific  but also  cover the   co-ordination 

of public  investment programmes  in general,  those     with man- 

power mobility,   education,   vocational  training,  aids to adapta- 

tion and welfare and those  concerned with  stimulating the 

expansion of  industry in  selected parts  of the country.   To some 

extent,  these  categories  overlap with  one  another.   Moreover,   it 

is not always  possible to  isolate all  the measures  of official 

assistance  affecting regional  policies.   This is  especially  so 

in countries where the  integration of  regional policy into 

national economic policies  has  been carried furthest.  For 

instance, when assistance  is  given to  sectoral activities  such 

as the re-organisation of  shipbuilding  or tourism,   account  is 

taken of the  regional aspects.   Furthermore,  some  countries 

give  priorities  to development  areas. 

Amongst  the  Nordic group of  countries,   NORWAY has  a system 

of providing  financial aid  to weaker communes of  up to 70% 

of total costs  for infrastructure investments aimed at  strength- 

ening  the employment and  structural base  of the  economy.   DENMARK, 

FINLAND,  and  SWEDEN do not  provide special assistance  for  in- 

frastructure  development  out  of regional  development  funds. 

Co-ordination  between the   sectors  (e.g.   roads,  schools,  hous- 

ing,  etc.),   is  primarily effected through planning.   In Denmark, 

the  Regional  Development  Fund may recommend to the  appropriate 

authorities  that communications and  similar facilities  be  pro- 

vided   in order to promote  development. 

All  countries  attach great  importance  to   the training and re- 

training of workers  in designated development areas both to 

combat unemployment and  to encourage   industrialists to  locate 

in them.   Great  attention to these problems has been paid  in 

Sweden where  the concept   of an  active  manpower   policy   has 

been  carried   furthest and  where regional  policies   are an  in- 

tricate  part  of manpower  policies.   Sweden  does  not   link  re- 

location allowances  to  the   firm  but  to   the   individual. 
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Allowances are given to people who leave the aid area, as 

well as to those moving to growth centres within it. Since 

1963 around 10,000 people per year from the northern parts 

of the country have obtained special transfer grants to take 

up jobs in the central and southern areas. However, at the 

same time over 6,000 people per year obtained such grants 

for moving to jobs within the northern area. 

In FINLAND special transfer grants have been used to encourage 

people to move from underemployment areas to regions where 

work is available. Both in 1967 and 1968 such grants were 

allocated to almost 5,000 workers is one form or another. 

Inter-professional mobility has also been encouraged through 

special training courses and increased vocational education 

in the development regions. Enhanced attention is likely to 

be given to measures directed towards labour in future regi- 

onal development policy. 

In DENMARK an Act of February 1969 makes provision for finan- 

cial support for the training and education of manpower in 

development areas. The financing of regional development is 

normally made possible through a central fund supplemented 

by additional resources, from regular budgetary appropriations, 

State, provincial, and locaJ authorities, or from other funds 

for supporting nationwide aspects of governmental policies, 

e.g. general industrial of sectoral. 

In SWEDEN the Labour Market Board which is entrusted with the 

application of regional development policies as well as man- 

power policies has a budget of around 2,000 million Swedish 

crowns. This is equivalent to 1.5% of the total national 

income or 5% of the central government expenditure. For a five 

year period starting from the second half of 1965 a programme 

for investment grants and loans has been made available. The 

total financial aid according to this programme has been made 

available. The total financial aid according to this programme 

has been successively revised and amounts now to 1,000 million 

crowns during the period 1st July 1965 - 1st July 1970. On the 

1,100 million crowns 200 million are made available in the form 
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of grants. However, the use of investment reserve funds in 

Sweden (and in Norway also) involves an element of tax sub- 

sidy which cannot readily be calculated. 

In NORWAY expenditures are centralized in the Regional Develop- 

ment Fund which between 1952 and 1968 disbursed 1,250 million 

Kr. in loans and guarantees. In the earlier years, disburse- 

ments were relatively small but by 1968 had risen to 244 million 

kr. 

In DENMARK from 1958 to the present time, 3U4.2 million Kr. of 

loan guarantees were given. Guarantees for loans for working 

capital amounted to 3.25 million Kr. Loans to local authorities 

for industrial building amount to 79.3 million Kr. and the 

miscellaneous capital grants to 6 million Kr. State expenditure 

is of the order of 27 billion Kr. so, in comparison, the ex- 

penditure for regional development is very modest. This is 

also borne out by the comparison with industrial investment 

which amounts to 2 billion Kr. per annum. It should be noted 

that the loan guarantees which are the main form of incentives 

in Denmark (and are also of great importance in Norway) do not 

involve the use of Government funds. 

As far as FINLAND is concerned it is very difficult to give an 

estimate of the financial support given to regional develop- 

ment because it is largely granted within the ordinary expendi- 

tures of the different ministries. The relative amount of State 

aid to the development regions is dependent in many cases - 

as are State grants to communes - on the stage of development 

of the region; underdeveloped areas are supported to a greater 

extent than those representing a more advanced stage. State 

regional development aid in the form of subsidized interest 

rates and tax reductions has so far been rather modest. In 

the next few years, however, support in this form is expected 

to exceed 10 million US dollars annually. 
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7   THE PROMOTION OF INDUSTRIALIZATION IN DEVELOPMENT AREAS 

7.1 Direct aids 

In the development regions of all the countries studied, in 

addition to the measures affecting infrastructure, provision 

is made for direct stimuli for attracting or expanding indust- 

al activity. Such stimuli may cover new firms, those which 

have moved from congested areas or existing firms carrying 

out rationalization and expansion programmes. These direct 

aids mainly take the form of loans, grants or fiscal exemp- 

tions although a wide range of different kinds of measures 

are used, especially for specific purposes, and there are 

wide inter-country variations in the terms and conditions 

under which loans and grants are given. 

In general, the measures apply to manufacturing and extraction 

enterprises only, but in a number of countries tourism (hotels, 

camping sites, etc.) are also included, and in one or two cases 

commercial establishments also. For the most part, foreign 

firms enjoy the same advantages as the national ones. 

Some countries provide assistance on a far more generous scale 

than others. Assistance is designed to compensate firms for the 

additional expenses involved in being located in a development 

area rather than in the area of their choice, which is generally 

in a highly-developed part of the country where there are ad- 

vantages such as easier access to raw materials and markets, 

availability of skilled labour, infrastructure, the proximity 

of auxiliary and support industries, etc. 

When comparing the position between one country and another, 

it is useful to bear in mind the underlying concepts of the 

measures and the ways in which they are applied. The measures 

taken in each country grow out of the problems. But the solu- 

tions adopted may have a motivation outside the problems, e.g. 

one country may prefer to give subsidies on interest rather 

than on capital because for political reasons it has not been 

possible to set up a sufficiently large fund. Another country 

may feel that the risk of distortion of competition is less 

with loans and loan guarantees than it is with grants. 
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In general,  the tendency is towards greater  flexibility,  both 
in the  range of measures adopted  and  in the   conditions   attached 
to them.   In  some  cases,  countries which had   formerly  linked 
the  provision of  aid  directly to  the creation of new  jobs 
have now rescinded   or  softened  these conditions.   This   is 
because  encouragement   is given  to  the  implantation of  the 
new growth  industries  rather than the  old,   labour-intensive 
industries.   The new industries  are generally  less  labour- 
intensive and more  capitalintensive than the  old ones,   but, 
in the  long run,  have  important multiplier effects on employ- 
ment.   On the whole,   it would  seem that there  are few labour- 
intensive  industries with a growth potential. 

The question of the  conditions  attached to   the provision  of 
assistance  is closely related  to  that of  its  orientation. 
Subsidies may be  given on land,   labour or  capital or on  a 
combination of these.   Up to now the emphasis  has been  largely 
on  subsidizing investments,   but   this has the  disadvantage 
that,   in the  shoi^t  run at  any  rate,  and before the multiplier 
effects  work through,  employment  might  fall   rather than  in- 
crease.   Accordingly,   in some  countries there has been  a  dis- 
cussion of switching the emphasis   to the  subsidization  of 
labour rather than  to the other  factors of  production.   With 
regard to subsidies  on capital,   there  is  increasing awareness 
of the  need  for reducing the  burden of  investment  in  new 
projects and of operating costs   in the  earlier years,   and 
this   is one of the  main reasons   for the  increasing popularity 
of grants and grant-like assistance.   The whole question  of 
proper balance between subsidies  to capital   and to labour 
deserves  further study. 

With one  important  exception  -  investment reserve funds   - 
the means used for  inducing  industrialists   to go to problem 
areas  are  similar  in the Nordic  countries  to  those  used   else- 
where,   but the emphasis placed on one or other of them and 
the total  financial burden  involved varies  considerably  from 
one country to another.  As  compared with  incentives  in  some 
other countries they are  selective and not   automatic.   This 
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involves a considerable amount of individual judgement, but 

in exercising this the authorities collaborate as far as 

possible with the banks. Although the credit-worthiness of. 

the individual firm is the primary criterion, caution is 

used in giving aid to declining branches. The incentives 

are positive (there are no constraints on location) and 

once-for-al'i. A common feature is that for the most part 

loans and loan guarantees rather than grants are provided. 

This is mainly because of the risk of distorsion of competi- 

tion. The main exception to this general rule is that in 

SWEDEN building grants generally not exceeding 35* of total 

cost may be given. 

In DENMARK and NORWAY the principal advantage to the indu- 

strialist of the loans and loan guarantees is that they are 

weakly secured, so providing credit that would not otherwise 

be available. While in the case of Norway the loans are direct- 

ly given to industrialists at market rates of interest, in 

Denmark loans as against loan guarantees to industrialists, 

are given to the commune for the financing of industrial 

buildings at subsidized rates of interest and so indirectly 

benefitting the industrialist. FINLAND'S system of investment 

credits differs from the Danish and Norwegian systems in that 

the loans from the usual financial sources are made available 

at subsidized rates of interest in the development areas and 

cover a wider range of activities. In its recently-presented 

report, the Regional Development Board has suggested that the 

measures to be directed towards firms should mainly be those 

which will facilitate the establishment of an enterprise or 

its expansion or re-establishment after a change of location, 

i.e. to help firms over a "take-off" period. Thereafter no 

direct aid should be given to enterprises, for the Board 

considers it inappropriate to give continuous support to 

firms to help them finance additional costs arising from 

their geographical location. It should be noted that in all 

four countries the tourist trade is also eligible for assist- 

ance. In Norway public purchase of shares in private firms 

may be made in special circumstances. 
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7»2  Fiscal concessions 

In eight countries - France, Germany, Italy, the United 

States, Finland, Belgium, Norway and Sweden - fiscal con- 

cessions are used as a means to promote regional development 

policies. It will be noted that such concessions are used 

either on a highly-selective basis with a view to promoting 

adaptation rather than the implantation of completely new 

industries, or, where the purpose is to promote industria- 

lization, they may be given for a long run of years (e.g. 10- 

year concessions in Italy). In the early years of a new enter- 

prise profits are generally low so that if the concessions 

were limited to a few years only, the benefit to the firm 

might be negligible. 

FINLAND 

Free depreciation during 10 years on investments made in 

1966-70 in the development area. An extra annual deprecia- 

tion is given in zone I in excess of other allowances. This 

annual depreciation in 3% of the initial costs of fixed 

assets procured in connection with the establishment or ex- 
pansion. 

Building investments of the above-mentioned type obtained 

in the same connection are not considered to be taxable pro- 

perty for taxation purposes for 1966-80. 

NORWAY 

Setting aside of tax free reserves for investment purposes 

in lagging areas. When investment takes place part of the 

reserves is permanently exempted from taxation. These incen- 

tives are most favourable for investment in North Norway. As 

from 1970 a reorganization and an extension of the tax incen- 
tive system will take place. 

SWEDEN 

The Swedish investment reserve funds scheme is primarily 

designed to level out investments over the various phases 

of the business cycle. This scheme gives firms the opportuni- 

ty of making tax-free allocations of profits to special funds 
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to be used for future investment purposes. The right to 

benefit from the scheme is reserved for joint-stock companies, 

economic associations and savings banks. A condition is that 

a certain part of the fund must be placed in a blocked, non- 

interest-bearing account with the Central Bank. The rest of 

the fund remains with tht company. 

The Government, or by the Government's authorization, the 

Labour Market Board, decides when the investment funds may 

be utilized. Authorizations to draw on investment funds 

imply primarily a fixing of the time during which the funds 

may be used. Authorizations may be limited to certain types 

of investments, e.g. building or machinery. They may also 

be restricted to certain branches of industry or to certain 
regions. 

The Government has also by special permission authorized the 

utilization of investment funds, through which investments of 

importance from the point of view of regional development 

policies have been possible. These permissions are subject 

to certain restrictions as regards the advantages connected 

with the utilization of the funds. Thus, the normally included 

right to an extra tax deduction is not granted. Furthermore, 

the amount that may be utilized is maximized at 751 of the 

accumulated funds or future allocations of the firm and must 

not exceed 751 of the investment costs. 

7»3  Industrial zoning 

The continuing sharp rises in land values in most industria- 

lized countries is a serious hindrance to the carrying out 

of urban development and industrialization plans, and various 

methods to remedy this situation have been adopted, in parti- 

cular the planning and laying out of industrial expansion 

iones and the promotion of industrial building for sale or 
letting. 
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In these industrial areas (industrial estates, industrial 

centres) the growing needs for industrial services could be 

provided for. See also Appendix 5.3:  Industrial Centres. 

8 ASSESSMENT OF THE IMPACT OF REGIONAL DEVELOPMENT POLICIES 

Assessment of the effect of regional policies is complicated 

by cyclical economic movements and by the changes taking place 

in economic and social structures, but there are indications, 

in particular derived from employment and unemployment data, 

that these policies are having the desired effects, although 

more markedly in some countries than in others. Recent experi- 

ence in many countries is that the successes achieved in com- 

bating regional unemployment depend to a great extent on the 

management of the economy on a broad scale. In few, if any 

countries is it foreseen that serious regional imbalances 

will be overcome in the short term or that the need will not 

continue, in the next decade at least, for specific regional 

policies to ensure that the regions play their full part in 

national growth. 

As might be expected, progress in reducing regional disparties 

is most noticeable in the countries where expenditure on regi- 

onal development policies is relatively greater, or where 

policies have been pursued for long periods. Progress is, in 

general, faster with regard to industrialization than with 

regard to standards of living because of a time-gap. One con- 

sequence of industrialization in its early stages is an influx 

of unskilled manpower from rural areas to the towns and this 

leads to a continuation of the imbalance in the labour market. 

A further factor is that the increasingly rapid growth of the 

service sector is adding a new degree of complexity to regional 

problems, and, insofar as service sectors tend to concentrate 

in the expanding regions of the country, makes the attainment 

of an even balance of employment all the harder. 

With regard to the governmental measures, it is apparent that 

more attention will have to be given in the future to the 

improvement of the social environment in the development areas 
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since   it is  increasingly recognized  that  human  and psychologi- 

cal  factors  are key ingredients of  successful regional  policies. 

Vocational  training and re-training  are also likely to become 

an  increasingly  important aspect of  regional policies.   The 

need   for technically qualified workers  is  much greater  in tha 

new  industries. 

In the Nordic countries,  a general,   idea of the  effects  of the 

regional policies   pursued can  be obtained   from data on new 

jobs  created, even  if those  figures  often  don't  show  the net 

effect of the measures.   In SWEDEN  the  firms have  estimated 

that  the  investment  incentives  given them until  now under 

the  programme introduced  in  196 5  should  lead to  the   creation 

of 15,000  new -jobs have  been  created  since  1958.   In  NORWAY 

no exact  figure   can be   given,   as action  for creating  new jobs 

intermingles with  work  on strengthening  existing employment 

and  special  development  measures  link up  with ordinary means. 

Regional development activi tier have   been   increasing   from year 

to year.   Subsidized rates of   interest  have  been  used   in FINLAND 

for  credit   schemes  through which over  3,000  permanent   jobs  were 

provided between   the   latter  part  of   1965   and  the  end   of 1968. 

9 A REGIONAL   INDUSTRIAL DEVELOPMENT  FUND 

The  principles  of application of a  regional industrial develop- 

ment  fund  can be   illustrated  by the   following description  of 

the  development   fund established  in  Finland  in   1971. 

Objectives 

1.1 In order to avoid overconcentration of  industry  in the 
already developed southern part of  FINLAND and  at the 
same time  to encourage  the  spread  of industrial  activity 
to the less developed areas  of the   country, a  special 
fund was  established  in the  beginning of   1971. 

1.2 An other objective is  to co-ordinate the  governments 
regional  policies with those  of local authorities. 
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1.3  As a part of its functions this fund administration is 

entrusted with the study and selection of the most suit- 

able industries for the development regions. In this, 

connection finance for selected industry sectors such 

as tourism, forestry nurseries, fur farming, market 

gardening, fish farming have been considered. 

2.0 Qualifications for financial assistance 

2.1 All projects proposals must be cost effective with 

eventual selfsustaining profitability. 

2.2 Priority is given to labour intensive industries, small 

scale or medium sized, which are either export oriented 

or substitute imports. 

2.3 Special attention is given to enterprises with lack of 

capital and/or need for management aid. 

3.0 Services available under the fund 

3.1 The fund can provide and/or finance feasibility studies 

and all sectorial investigations or regional development. 

3.2 The fund can finance studies or give financial support 

to companies engaged in regional development activities 

i.e. research establishments, marketing research, com- 

pares consultancy services etc. 

3.3 Prior to a commitment of funds the Fund investigates the 

viability of projects and the management efficiency of 

client companies. 

3.U  A full training program is envisaged under the Fund 

whereby management, production administrative and market- 

ing training courses can be organized or financed. 
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3.5 In co-operation with established educational authorities 
the  Fund will ensure that  the manpower requirements  of 
the developing regions are  co-ordinated  with  supply possi- 
bilities. 

3.6 The  Fund   is  empowered when   the need arises to : 
a) Establish new enterprises. 
b) Grant  loans to existing  enterprises. 
c) Buy out existing enterprises to envigorate their 

activities and then re-sell there as a profitable con- 
cern. 

H.O      Rules  for financial assistance 

The application of financial aid  is governed by rules 
which vary according to the  nature of the recipient. 
The  Fund  provides  its own  services free  of charge.   In 
cases  when their services  are delegated  to outside bodies 
e.i.   training establishments,  consultancy agencies  etc. 
the  Fund will provide  finance up to a maximum of 7 5% of 
the  total  cost.   Of this  up  to  50%  (60%  in certain regions) 
is not  repayable.   For  investment  and working capital  loans 
of up  to  75% are available. 

5.0 Interest  and amortization 

5.1 INVESTMENT CAPITAL -  can  be  financed to  a maximum of 20 

years  at  9.5% interest.   During the  first  four years 
amortization is free and  support on interest payments is 
provided. 

5.2 WORKING CAPITAL - can be  granted for a maximum of 10 years 
at 9.5%  interest. 

6.0      Guarantees 

Normal guarantees are required but in cases where these 

are not available a State  supported Insurance Agency 
which grants a guarantee at resonable premiums can be 
utilized. 
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APPENDIX 5.1 App.5.1.1. 

THE NEEDS OF ASSISTANCE AT FIRM LEVEL 

1 INTRODUCTION 

The current demand from industrial firms for assistane« of 

various kinds differs in many respects from the current needs 
of assistance and even more  from future needs,  and there are 
•any reasons for that: 

- the size of the firms and ths stage of development:  many 
firms are small and just in a stage of changeover from 
handicraft to industry,  from production on order to 
production for stock, which means a more complicated 
production process, technologically and economically, 
and new problems to be  solved i 

- the structure of the manufacturing industry:  the number 
of large and medium-sized firms is very limited, which 
means that the natural  inflow of know-how into the smaller 
firms does not exist.   The  small firms cannot always recog- 
nize the real reasons  for high production costs and con- 
sequently they do not  realize the actual needs of assist- 
ance in problem solving; 

- the prevailing industrial situation with tariff protection 
and limited competition  from industries abroad has had as 
a result that the incitement for cost reduction within 
industrial  firms has been rather limited and consequently 
the demand for technical assistance unproportionally low; 

- there is a shortage of  specialists on industrial engineering 
in too many firms which means that there  is  lack of capa- 
city and capability both in the stage of programming and 
request and in the process of implementation and follow up; 

- there are to many gaps in the established system offering 
industrial assistance, which has had as a result that the 
process of two-way communication needed has not come into 
effect; 

- in the new industrial  situation which will be a result of 
Iceland's entry into EFTA and the tentative agreement with 
EEC the needs of assistance of all kinds will be drasti- 
cally changed both in content and volume. 
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2        WEEDS OF ASSISTANCE IH VARIOUS AREA? 

2*1    Physical facilities 

Physical facilities include premises, buildings fop production, 
officies, stores and laboratories, building installations, 
processing machinery, equipment for handling, moving and stor- 
ing materials, and  facilities for power distribution, factory 
services, employee  services, safety and maintenance. 
During the studies carried out in the  last two years it has 
been observed that physical facilities is one of those areas 

where large reduction of production costs can easily be achieved; 
- adequate building design can facilitate a smoth flow of 

production, reduce the costs of materials handling, and 
increase the  level of utilization of floor area; 

- adequate arrangement of processing machinery and well de- 

signed and flexible  floor layouts based on mechanical hand- 
ling of materials  in storing and production can heavily 

improve the utilization of manpower and machine capacity* 
- a well designed and correctly implemented system of pre- 

ventive maintenance can assure adequate continuity of ope- 
rations and maintain factory capacity at minimum costs; 

- long-term planning and continous adaptation of buildings 

and machinery to production requirements can prevent un-" 
desireable interruptions in production. 

The needs of assistance  specific for this area are: 

- advisory services for the preparation of factory and floor 

layouts, design of systems for materials handling and pre- 
ventive maintance,  and all stages of implementation; 

- specific services,  such as heat-treating, electro-plating 
and tool making; 

- leasing of physical  facilities at low costs, preferably 
in industrial centres. 
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2.2    Supply and storing of materials 

The production in many firms  is based on imported raw materials 
and component parts and will be so to a much greater extent in 
the future. 
At present a great many firms are importing both raw materials 
and component parts for their own use, which means unnecessarily 
high material costs,  improductive use of manpower,  large quanti- 
ties of materials stored,  working capital unprofitably invested 
in materials, and problems with late deliveries. 
Great advantages could be achieved, both at  firm level and from 
national economic point of view,  if a small group of effective 
importers could take care of all imports. 
The needs of assistance specific for this area cover: 

- continous supply of raw materials and component parts at 
short notice and low costs  from importers; 

- preparatory operations to be carried out by the importers, 
such as cutting, welding and coating of steel bars and 
plates or drying,  sawing,  cutting and painting of timber, 
wood and wood products ; 

- all kinds of testing of materials and component parts. 

2.3    Manpower 

The utilization of manpower in production has  found to be un- 
necessarily low in many firms due to the following reasons : 

- the large variety of products produced in each firm; 
- inadequate preparatory planning of production (incomplete 

drawings, quality specifications, work instructions, time 
schedules, and quality control reauirements) ; 

- improper layouts, too much manual handling,  insufficient 
maintenance of machinery, and, in some cases, old machinery; 

- insufficient instructions in new operations, mainly due to 
foremen's inability and lack of time to give proper instruc- 
tions ; 

- unsatisfactory human relations partly due to managerial 
and  supervisory incapability to manage; 

- the exceptionally high labour turnover in too many firms; 
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- incapability of managers,  supervisors and operators to 
meet the requirements of industrial production  of today. 

^specific   forj 
The needs of assistaffc"ïT"y^this area cover: 

- intensified  further training of all kinds for all cate- 
gories of  industrial personnel; 

- information conferences  and  seminars discussing human 
relation problems; 

- written material in Icelandic for self-studies. 

2.»*    Capital 

Weak points in this area are difficulties to finance  invest- 
ments at low costs, the shortage of working capital  and the 
system normally used for payment of customer bills. 
Investments in buildings, machinery and stocks can very seldom 
be  financed by self-earned money.   In the past the  taxation 
policy has in  fact worked against  the  financing of   investment 
by earned money.   This  is a big disadvantage in the   competition 
with firms in other countries.  As  can be seen in  Fig.   5.1.1. 
the situation for industries  in  Sweden is more favourable.     > 
During the period  1960-69  about  6 5  per cent of all  investments 
(incl.   stocks)  were  financed  by earned money. 
The possibilities to get loans  for investments have  improved 
but the interest   is  still quite high.  The present  system cover- 
ing credits  for working capital  seems less satisfactory.  The 
normal way of financing working credits is in the  form of short- 
term bills, to a  limited extent also current account  credit. 
An adequate and  assured access  to working credits   is   of major 
importance for the continuity of production and thereby also 
for productivity and capacity utilization. Shortages  of working 
capital often result in stoppages  in production and  the uneconomic 
short-term planning instead of the more effective  long-term 
planning.  Moreover*  it  seems  to be the case that the   need of 
working capital and therefor also working credits  is  of a perma- 
nent nature, even if the amounts  can vary comewhat  from month 
to month.  For this reason,  short-term bills are hardly an ex- 
pedient form for the provision of working credits.   It   is very 
time consuming;   for the firms,   for the customers,  and  for the 
the banks. The customers are,  furthermore, granted unusual 
long terms of payment - three to four months have been observed. 
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The needs of assistance in this  area cover: 

- possibilities for leasing of buildings,  processing machinery, 
and other equipment (see App.5.3:  Industrial Centres and 
App.5.7:   Leasing); 

- possibilities for utilizing the services of factoring firms 
(see App.5.8:   Factoring); 

- easier terms for  investments  in buildings, processing 
machinery, other equipment  and stocks; 

- easier terms for working credits; 

- a taxation policy working for the financing of investments 
by earned money. 

2.5 Management and organization 

The managers of industrial firms will be the key persons and 
effective top management the prerequisite number orte  in the 
process of progressive  industrialization in the future. 
The efficiency in this  field is  at present not as good as it 
could be and the needs  of assistance are as  important as they 
are necessary: 

- intensified training of managers specifically in managing 
activities and managing people i 

- intensified training of supervisors specifically  in manag- 
ing people; 

- qualified assistance from specialists on management and 
organizational matters; 

- written material  in Icelandic for self-studies. 

2.6 Marketing 

The main objective of the process of marketing is to direct 
the activities of the  firm towards customer wants and needs 
and to balance production volume  and growth with market poten- 
tials.  The process of marketing then becomes  the initiating 
business activity,  including the  creation of demand,  the adapta- 
tion of products to customer wants, the development of products 
and product packages  for competitive selling and effective 
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distribution, marketing research, the promotion of sales, 
the persuasion of the customer to buy, th« selling (transfer 
of ownership), and the services needed for customer satis- 
faction. 
The process of marketing is obviously a very complicated one, 
especially when it comes to export marketing. To reach the 
targets  formulated for 1980  it seems to be necessary to assign 
the primary responsibility for export marketing to specialists 
organized in branch organizations or whole sale houses.  The 
result of this arrangement would be much  greater marketing 
efficiency, less risk  for failures, and better utilization of 
manpower for industrial production in the  individual  firms. 
It is obvious, however, that the final responsibility for an 
efficient performance has to be shared by the industrial firms 
and the marketing institutions. An effective co-ordination has 
to be based on mutual  confidence, continous co-operation and 
full acceptance of common goals. 
The needs of assistance specific for this  area cover: 

shared responsibility  for export marketing! 
-    advisory services in domestic marketing and some aspects 

of export marketing. 

2.7        Product planning and product development 

Almost all Icelandic manufacturing firms  are trying to produce 
too many products at  the same time or too many varieties of the 
same product.  One of the easiest ways to reach higher competitive 
power is through specialization in production - and  it the only 
way to go.  One of the many advantages is  better utilization of 
manpower, which can be excellently illustrated by the curve in . 
Fig.   5.1.2.  If a worker is repeating the   same o^éWtíoif mWy\ 
time becomes almost constant.   If the time  for operation number 
one and onwards are plotted  in a diagram one gets what is called 
a learning curve.   If the worker has to change from one operation 
to another too often one gets a series of curves, which clearly 
illustrates the difference in utilization of the workers efforts. 

*s 
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Fig.5.1.2.    Typical learning curvas 

Tine 

Learning curve 

Number of operations 

Long-range product planning and the composition of a product 
programme will be a new activity in many firma and it will be 
closely connected with product  selection and product develop- 

ment. 

Selection of industrial products includes search for new pro- 
ducts or new uses  for existing products,  search for licenses 
and sub-contracts and corresponding negotiations,  feasibility 
studies and marketability testing. 
Product development  is a contirous process covering a series 
of phases:  the conception of an  idea, the formulation of uti- 
lity objectives,  the initial design, the adaptation of proto-^ 
types  to actual production, the  testing of product performance 
and market acceptability, the testing of materials and component 
parts,   and the subsequent changes and improvement of technical 
features in order to meet customer demands. 
Consequently, product development is an extremely complex 
activity where the  success and effectiveness depends upon a 
contribution of many functions  - product oriented research, 
engineering, marketing, production, and finance. 
In some cases the conseption of the idea is the key point (the 
export of Icelandic fresh water.*),  in other cases the process 
of product development is a very complicated and expensive one. 
It is  obvious that with the great increase in volume of produc- 
tion during the planning period there is only one choice: to 
assign the responsibility for product selection and product 
development to one institution working in very close co-opera- 
tion with all branches of industry and individual firms. 

*5SS 
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The needs of assistance specific for this area cover: 

shared responsibility for product selection and product 
development ; 

-    advisory services  in long-range product planning and- 
composition of the product programme. 

2.8 Production planning and control 

The process of production planning deals with the  short-rang« 
planning of the manufacturing process.  Its target  is low pro- 
duction costs achieved by effective co-ordination of all 
activities involved:   product and methods development, tooling, 
materials supply and inventory control, storing and handling 
of materials, quality planning, quality control, and cost 
control. 
The production budget outlines the course of action.  It in- 
cludes the sales budget, inventory budget, materials budget, 
purchases budget,  and manpower budget, all of them for the 
next twelve months. 
A continous follow up of time schedules, quality requirements 
and costs makes it possible to discover delays and mistakes 
in time and take actions accordingly. 
Too much of this is missing in too many firms causing low 
utilisation of manpower, machinery and material,  instability 
in product quality,  unnecessary delays  in delivery times and 
high product costs. 
The needs of assistance specific for this area are: 

training courses for planning personnel specifically 
in production planning and control; 
information conferences and seminars for managers and 
supervisors dealing with production planning and con- 
trol i 
advisory services in all aspects of production planning 
and control; 
booklets describing procedures in various areas of 
sales planning and production planning and control, 
including forms,  instructions,  advice for implementa- 
tion etc.. 

•      •    U 
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2.9 Production 

If all the activities influencing the efficiency of production 
described in previous chapters are performed effectively it 
will be much more  simple to produce good quality products in 
tine at low costs.   In years to come, however, there will be 
in many firms a great  need of work  simplification, problem 
solving and cost reduction in all fields of production. 
The needs for assistance for this specific area are: 

training courses  for industrial personnel dealing with 
work simplification, problem solving, and cost reduction 
in industrial production; 
information conferences and seminars for managers and 
supervisors  in work simplification, problem solving 
and cost reduction; 
written material  in Icelandic  for self-studies. 

2.10 Cost accounting and cost control 

The preparation of budgets is a part of production planning 
and an essential tool  for budget preparation is cost account- 
ing.   In  long-term planning, product  selection,  and all kinds 
of decision-making a  clear understanding of cost  elements and 
cost variation is  of great help. 
The  accounting systems  now in use in  industrial  firms mainly 
serve  the needs of the  taxing authorities  and,  consequently, 
all requirements  for budgeting and cost control are very 
seldom met. 

A governmental committee has been established for the  prepara- 
tion of a standard accounting system based  on the  latest 
Norwegian edition of  "Kontoplan - NS  4100".   Such  a plan is a 
very good start and with a unified  system of accounts  and 
procedures  the training  of accountants  and  implementation of 
cost  accounting will be  greatly simplified. 

*s 
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The needs of assistance specific for this area are: 

advisory services in connection with the implementation 

of a standard accounting system; 

training courses for accountants in cost accounting and 

cost control ; ' 

information conferences and seminars for managers and 

supervisors dealing with cost accounting and cost control. 

2.11  Productivity improvement 

Work simplification, activity sampling, value analysis, syste- 

matic problem solving and cost reduction studies are effective 

tools in the never ending process of productivity improvement. 

It is not feasible, however for small-scale manufacturing firms 

to employ specialists capable of utilizing these tools. They 

must rely on services from consultants, branch-organized institu- 

tions or other service institutions. 

The needs of assistance specific for this area are: 

advisory services in all fields of productivity improve- 
ment ; 

information conferences and seminars for managers and 

supervisors dealing with various aspects on the process 

of productivity improvement. 

3     THE PROVISION OF ASSISTANCE AT FIRM LEVEL 

The needs of assistance today and in the future in various 

areas within an industrial firm have been surveyed in the 

previous chapters. From this survey it is possible to recognize 

four kinds of industrial services which must be provided through 

the industrial infrastructure in the future: 

1 Performance activities 

2 Advisory activities 

3 Supporting activities 

••     Development activities. 

««IP 
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The activities within each group are at follows: 

1.1 Supply and storing of materials and preparatory 
operations ; 

1.2 Import, maintenance and repair of machinery, tools 
and equipment and storage of spare parts; 

1.3 Selection and development of industrial products; 
l.H        Marketing research, sales  forecasting,  initial market 

selection;  and export promotion; 
1.6 Export marketing of industrial products; 
1.6 Insurance activities connected with industrial activities; 
1.7 State and communal services related to industry; 
1.1        Specific services: book-keeping, advertising, tool design 

and tool making, specific production processes. 

* ôëïÎ52rX_2SîiïiîiS5 

2.1 Advisory services on technical, economical, Managerial, 
and marketing matters. 

2.2 Assistance  in implementation of projects, processes 
and programmes. 

3 §HBB2îîi2S-§Sîiyiîl2S 

3.1 Basic training of all categories of industrial personnel 
3.2 Industrial centres with inbuilt services 
3.3 Financial support: financing investments 

supplying working capital 
leasing  services 
factoring services 

3.H        Institutional support of various kinds. 



App. 8.1.13. 

•».1       Product-oriented research and experiments 
>i.2        Further training of all catégorisa of industriali per- 

sonnel; 
••.3       Further training of specialists for infrastructural 

institutions; 
H.U        Standardization of component parts, quality characterist- 

ics, materials characteristics, and procedures. 
H.5        Information activities:  conferences and seminars, indu- 

strial statistics,  industrial libraries. 

be 
Assistance to individual firsts has to [cars fully planned and 
based on facts about the prevailing situation in the  fir«, 
correctly introduced and continously followed up.  If adequately 
performed any form of assistance will be a good investsient. 
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THE INDUSTRIAL INFRASTRUCTURE 

1     THE CONCEPT  OF IKFRASTttli^fRf 

In development planning the economic system is normally 
divided in national and international  sectors. 

National sectors are sectors from which products cannot be 
distributed abroad because of prohibitive costs of transportation. 
International  sectors are  such sectors  from which products are 
distributed abroad. 

A special group of national sectors are regional sectors from 
which for the  same reasons  products cannot be distributed to 
other national  sectors. 

In this connection infrastructure is considered as one national 
sector, whose activities are necessary for the efficient utili- 
zation of resources in other sectors. 

Activities constituting the  infrastructure are such as education, 
public health,  power production and distribution,  telecommuni- 
cation, radio,  TV, transportation systems and communication 
facilities, wholesale and retail trade,hotels, restaurants, and 
personal  services. ' 
Similarly the  industrial  infrastructure is composed of those 
areas and activities specifically needed for an efficiently 

working industry: 

The most important areas and activities are: 

- capital  market 
- labour market 

- power production and distribution 
- wholesale trade and general agencies(export,  import, as 

well as  domestic marketing) 
- transportation systems  and communication facilities, 

shipping agencies 

- telecommunication  services incl.   radio and TV 
- communal   services   (water, electricity, refuse collecting, 

local  communication   facilities) 
- processing facilities   for specific  operations  (heat trea- 

ting electroplating) 
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- materials testing services 

- industrial estates 

- applied industrial research 

- advisory services (technical and economical matters , 

management, marketing) 

- industrial information services (statistics, libraries) 

- facilities for training of industrial personnel 

- industrial standardization services 

- financial services (commercial banks, investment funds, 

leasing, factoring) 

- specific industrial services (book-keeping bureaus, accoun 

tants, patent agencies, designers, legal services, type- 

writing offices, construction bureaus) 

insurance services. 

2    THE DUTIES OF THE INDUSTRIAL INFRASTRUCTURE 

For the implementation of an intensified process of industri- 

alization in Iceland a model of action has been presented in 

chapter 5, Volume I, based on specialization of functions and 

specialization of production within individual firms. 

To reach the targets formulated for 1980 it seems evidently 

that a high level of specialization has to be achieved in 

both aspects during the planning period. The possibilities 

to reach a high level of specialization of production is, 

however, to a great extent depending upon the capacity and 

capability of all those institutions that are assisting the 

industry in various areas. In Appendix 5.1 it has been clearly 

explained that in some areas, for instance import of materials 

and machinery, product development, and export marketing, the 

responsibilities for execution have to be assigned to special 

institutions and in other areas the needs of assistance from 

specialists is of great importance for the productivity of 

the firm. 

The overall co-ordination of activities within the industrial 

infrastructure is visualized in Fig. 5.2.1. 
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Branch-organized 
services 

'RODUCTIVITY 
:MPROVËHENT ~ 
Industrial Development 
entre 
'onsulting Firms 
ÍNANCIAL SUPPORT 
nvestment Funds 
ommercial Banks 
easing Firms 
'actoring Firms 
INSURANCE 
insurance Companies 

Ï 
EXPORT MARKETING 

BRANCH-ORGANIZED 
INSTITUTIONS 
WHOLESALE HOUSES 
SHIPPING AGENCIES 
responsible for 
marketing research 
export promotion 
and export of in- 
dustrial products 

I 
CONSUMER MARKET 

App. 5.2.3 

PRODUCTIVITY 
IMPROVEMENT 
Industrial Dev. 
Centre 
Consulting Firms 
FINANCIAL SUPPORT 
Investment Funds 
Commercial Banks 
Leasing Firms 
Factoring Firms 
INSURANCE 
Insurance Compan- 
ies 

PHYSICAL FACILITIES 
Industrial Centres 
with inbuilt services 

FINANCIAL SUPPORT 
Investment Funds 
Commercial Banks 
Leasing Firms 
Factoring Firms 
Stock Exchange 

INSURANCE 
insurance Companies 

SPECIFIC IN DUSTRIAL 
NEEDS 
State, communal .and 
private institutions 

LABOUR MARKET 
Supply of specialized 
labour 

Fi p. 5.2.1. 
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3    INSTITUTIONAL ASPECTS ON THE INDUSTRIAL INFRASTRUCTURE 

The institutions involved in an effectively working industrial 

infrastructure are many and the responsibility assigned' to each 

institution is indicated in Fig. 5.2.2, where the index figures 

at the bottom of each square refer to the list of assistance 

activities presented on page 12-13 in Appendix 5.1. 

"Assignment of responsibilities" is, of course, the result of 

negotiations and agreements, a process that by necessity may 

take several years. 

The advantages of specialization of functions can be illustrated 

by many examples. 

The production in many firms are based on imported raw materials 

and component parts and will be so to a much greater extent in 

coming years. 

Substantial reductions in the overall cost of materials can be 

achieved if the responsibility for import is assigned to a small 

group of importing firms, where specialists find the best sourc- 

es, buy in large quantities, control the quality and secure" 

proper delivery time schedules. The costs of materials can be 

further reduced if these firms also are responsible for stor- 

ing and short time delivery and for preparatory operations, such 

as cutting of steel bars and plates and protective coating 

against rust, or drying, sawing and cutting of timber and wood. 

For the individual firm this procedure will result in short and 

reliable delivery times, better utilization of working capital 

(less inventory), better utilization of manpower, and in all 

lower material costs. A study of different alternatives for the 

import of wood and wooden products is presented in Appendix 5.5. 

^    §-BEiy-2f-mâ£-iDSry_§DË_5Pare parts 

Full utilization of machinery and equipment of different kinds 

calls for effective maintenance and repair, which in turn calls 

for adequate supply of spare parts, skilled maintenance workers 

and a well formulated procedure and continous follow up. It has 

been found during several studies that maintenance and repair 

of machinery is a weak point in Icelandic industries and that 

preventive maintenance is almost nonexisting. 
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WHOLE SALE HOUSES 
Mi 1'8  

GENERAL AGENCIES 
1:2 

INDUSTRIAL CENTRES 
WITH 

1:2 INBUILT SERVICES 

"   •>         1 
INDUSTRIAL DEVELOPMENT 

CENTRE 
Industrial Research 
Institute 

Building  Research 
Institute 

Industrial Develop- 
ment Institute 

Export Board 

1:3,  1:4,   2:1,   2:2, 
4:1,  4:2,   4:3,  4:4,4:S 

1 

BRANCH-ORGANISED 
1:5  INSTITUTIONS 

CONSULTING FIRMS 
CONSTRUCTION BUREAUS 
ARCHITECTS. LEGAL 
ADVISERS. DESIGNERS 

1:4, 2:1, 2:2 

• BOOK-KEEPING BUREAUS 
TYPE-WRITING OFFICES 
ADVERTISING BUREAUS 

1:8 

SUPPLY 

OF 

MATERIALS 

SUPPLY 

OF 

MACHINERY] 

AND 

EQUIPMENT! 

PRODUCTION 

OF 

INDUSTRIAL 

GOODS 

EXPORT 

MARKETING 

CONSUMER MARKET 

8 
MINISTRY OF INDUSTRY 
3:4 

 5 : 1 
FRAMKVÄMDASTOFNUN 
3:3, 3:4 

10 
COMMERCIAL BANKS 
INVESTMENT FUNDS 
LEASING  FIRMS 
FACTORING  FIRMS 

3:3 

11 
INSURANCE COMPANIES 
1:6 

12 
STATISTICAL BUREAU 
4:4 

13 
INDUSTRIAL 

It;^ FEDERATIONS 

14 
STATE AND COMMUNAL 

SERVICE 
1:7 INSTITUTIONS 

15 
EDUCATIONAL 
INSTITUTIONS 

3:1 

3.3 

16 
STOCK EXCHANGE 

Fig. 5.2.2 
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The advantages for the individual firm are: 

prompt delivery of spare parts without investiteti* in own 

store 

continous preventive maintenace on a contract basis 

better utilization of manpower and machinery due to fewer 

machine break-downs 

better utilization of manpower due to less paper work. 

Product selection and product development is a very complex 

set of problems and procedures - technical, economical, finan- 

cial and legal. 

It has been found in many countries that small-scale industrial 

firms can manage these problems themselves up to a certain 

level, but above this level they need assistance from outside 

institutions. 

It is obvious that with the great increase in volume of produc- 

tion needed during the planning period it is only one choice: 

to assign the responsibility for product selection and develop- 

ment to one institution working in very close co-operation with 

different branches of industry. 

Other examples have been discussed in other chapters, such as 

export marketing and export promotion, specific services like 

bookkeeping and accounting, and specific technical processes, 

like heat-treating and electroplating, where specialization of 

functions can make it possible to improve the productivity of 

labour within individual firms. 
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App. 5.2.7 

i»    INDUSTRIAL DEVELOPMENT CENTRE OF ICELAND (IDCI) 

•*•!  Identification of IDCI 

One of the key institutions in the proposed industrial 

infrastructure is a development centre with an organization, 

a capacity and a status that makes it capable to take primary 

responsibilities for important parts of the implementation of 

the industrial development plan. 

This institution, which tentatively has been called INDUSTRIAL 

DEVELOPMENT CENTRE OF ICELAND (IDCI) can best be indentified 

by the following description. 

»•.l.l^Obiectiye^ To assist the Icelandic industry in the 

process of further industrialization in accordance with the 

lines established in the industrial development plan. Sofar 

the development plan is dealing with the manufacturing industry 

only but it seems advisable to extend it to include also the 

building industry and the fish processing industry. The needs 

of assistance are in many areas the sHt*e  for all three indust- 

ries and a development centre may well be organized in such a 

way that it could serve the whole Icelandic industry. 

U.1.2 Capacity. The capacity in manpower, facilities and 

finances should be determined by the real needs - not the 

foreseeable demand - during the planning period, which means 

that the Centre should be capable to make studies and propose 

actions in areas where the needs are common for a branch of 

industry or for the whole industry. 

ïiîi2-ÇîB5^iiïXi The capabiü^y should be adequate for the 

formulation of plans and programmes for various kinds of 

projects, for the administration of project work, for project 

management, for appraisal of projects, and for an effective 

follow up and feed-back, but not necessarily for the execution 

of project investigations. See also 4.I.H. 



App. S..2.8 

Uiîi!î-î?*ïl}2ÎS-2Lï2El5i The activities at the IDCI can be 
categorized as follows: 

1 Firm-oriented - all kinds of advisory services and assist- 

ance in implementation of project, pro- 

cesses and programmes. 

2 Industry-oriented - product selection and product develop- 

ment, marketing services and export pro- 

motion, standardization services, and in- 

formation activities. 

3 Programme-oriented - product-oriented research, all kinds 

of further training, and standardization. 

H   Project-oriented - product development, market research, 

some types of advisory services, and 

feasibility studies. 

There are, of course, no clear boundaries between the four 

categories. A great deal of the activities in category 1 and 

2 can be classified as project development. 

Project development may be thought of as a constantly growing 

and changing set of concepts, as a process of developing a 

project idea into an organized set of blue-prints, charts, 

diagrammes and other information necessary for the fulfilment 

of the project objectives. The process of developing a project 

passes through various stages during which the concepts are 

developed and examined and certain decisions are made. 

Projects are being developed within a certain institutional 

machinery which pre-determines the range of possible economic 

agents interested in the project. The scope and depth of in- 

formation needed for decisions at various stages of project 

development will, of course, depend on the type of the project, 

the economic consequences and the parties involved. 

An essential part of the work-load at the IDCI has to be carried 

out by project groups where the project manager normally is 

selected among the staff of IDCI while the acting members of 

the project group may be selected from other institutions. 
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Hiîi§-ÔSïiïîîiSSi As »tated *n Fig.   5.2.2 the activities 
within IDCI  shall cover the  following areas:   (the index 
figures refer to the list of activities in App.  5.1 pages 
5.1.  12-13) 

Esrf2rî?fD£2-2£ïiïiïiËf 
1.3 Selection and development  of industrial products 
1.4 Marketing research,   sales   forecasting,   initial market 

selection and export promotion. 

The primary responsibilities  for  IDCI in these areas can be 
specified  as  follows: 

Product development:     the  formulation of utility objectives, 
adaptation of prototypes to actual pro- 
duction,  the testing of product perform- 
ance and market acceptability, the testing 
of materials  and component parts,  the 
final  product  design,  package design,  and 
necessary  feasibility and  investment  stud- 
ies. 

Marketing and marketing research:   evaluation of export poten- 
tials  and  product potential analysis-, 
selection  of  export markets for selected 
products, market analysis, overall sales 
forecasting,  and outlining of export 
marketing  programmes. 

2.1 Advisory services on technical, economical, managerial, 
and marketing matters. 

2.2 Assistance in implementation of projects, processes,  and 
programmes. 

In these areas of industrial engineering and managerial econom- 
ies IDCI is working in an advisory capacity only. IDCI could, 
however, also be given the responsibility for initiating studies 
of productivity improvement in industrial firms, e.g. produc- 
tivity studies of a branch of industry, studies in connection 
with the establishment of an industrial centre, or studies in 
connection with large state financial support. 
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H.l       Product-oriented research and  experiments. 
Product-oriented  research and experiments of all kinds demanded 
by  industrial  firms  in product and  process development and in 
connection with  improvement of existing products and processes 
shall  be  the  primary responsibility  of  the  IDCI. 

4 .2       Further training of all  categories  of industrial  personnel. 

4.3       Further  training of specialists   for infrastructural  insti- 
tutions. 

IDCI  shall  be responsible for the   long-term planning of  further 
training of management personnel,   specialists,  supervisors,   and 
foremen in industrial  firms and  in  firms connected with the 
infrastructure,   the  preparation of plans and programmes,  the 
administration  of  training courses,   conferences,  and seminars, 
and,   to a certain extent, also  for  the  execution of courses, 
conferences and  seminars. 
IDCI  shall also  be given the responsibility for the  long-term 
planning and the  preparation of plans  and programmes  for  further 
training of operators  in industrial   firms and service institu- 
tions. 

4 .4       Standardization of component  parts,  quality characterist- 
ics,  material  characteristics,  and  procedures. 
IDCI  shall be  responsible for the  further development of  stand- 
ardization  in all  branches of industry,   for the preparation, 
renewal,  and distribution of standards,   for international  con- 
tacts,  and  for  all advisory services   in connection with  stand- 
ardization. 

4.5       Information activities:   conferences and seminars,   indust- 
rial   statistics,   industrial inquieries,   libraries. 
IDCI  shall be  responsible for an  efficient information to all 
firms  in industry and the industrial   infrastructure in all 
matters connected with industry and  trade,  establishment and 
management of a  central library  for   industrial books,   journals 
and  films,  and   for an efficient  utilization of audo visual aids. 
IDCI  should also  be  selected as  the   institution responsible  for 
efficient  contacts  with international   institutions  in the  fields 
related to  industry and  industrial  development. 
As  an  additional  task the  TDCI  could  be given the responsibility 
for the  annual   follow up of the  fulfilment of the  industrial 
development programme and for the  annual revision of plans 
and  programmes. 
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Ü¿í¿§-2r62DÍ5§Íi2Di Tne organization of IDCI is suggested to 
be based on the following three principles: 

1 Management by objectives, which once has been defined as 

"democratic leadership which makes it possible to substi- 

tute for control from outside the more stricter, more 

exacting and more effective control from inside" (Drucker). 

2 Group responsibility, which means management by the right 

of knowledge rather than by the right of position and group 

decisions instead of decisions by individuals. 

3 Project-oriented activities and team work. As much work as 

possible performed in working groups specially established 
for each project. 

!iiîiZ-§îâîii§i Tne Centre is considered to be an instruisent for 
the Industry to improve the competitive power of individual 

firms and for the State to secure full employment. If the Indu- 

stry and the State can agree on this objective it seems advise- 

able to organize the Centre as an independent body outside the 

bureaucratic machinery of the State. Only in doing so will it 

be pospible to fully utilize the scarce resources of high-skilled 

specialists, research facilities, and capital, and achieve the 
flexibility needed for this kind of work. 

The long-term responsibilities for the Centre should be esta- 

blished in the governing law and short-term responsibilities 

in annual programmes and project work programmes. 

The financing of the Centre can be shared by the Industry, the 

State and the users of the Centre's services. 

The continous follow up and control could be carried out during 

regular» meetings by the Board, through monthly reports, through 

appraisal of project reports, and through an annual report com- 

paring the annual programme with attained results. 

^¿^¿^„Es^abliahment^ The time aehedule for the establishment 

of the Centre is determined by the following factors: 

1 The urgent beed of assistance of all kind to industry 
during 1973-7»+. 

2 Three UNIDO-experts will be attached to the Industrial 

Development Institute during the period 1 March-1 November 

1973 to assistfthe completion of the industrial develop- 

ment plan and in the first steps of implementation. 
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1 Some governing laws may have to be changed. 

J» A smooth process of amalgamation of existing institutions 
simplifies the staffing of the Centre. 

The establishment of the Centre is suggested to be carried out 
in three  steps. 

St<P * :     Extension of the capacity of the  Industrial Development 
Institute. The  extension involves the establishment of 
four groups to which will be assigned the responsibility 
for: Advisory Services, Product Development,   Industrial 
Ihquireies,  Information and Industrial Contacts, and 
Office Services.  The organization is visualized in Fig. 
5.2.3. 

St« 2:     Co-ordination of the activities within the Building 

Research Institute, the Industrial Research Institute, 
the Industrial  Development  Institute,  the Export Board, 
and the current activities in training of industrial 
managers and supervisors. 

The co-ordination involves the employment of a full- 
time specialist  acting as chairman in the Executive 
Team as well as   in an Interim Board. The Interim Beard 
could consist of the Chairman and five members, one 
representative  for each of the involved  institutions. 
The organization is visualized in Fig.   5.2.4. 

Step 3:    Amalgamation of the five institutions into an INDUSTRIAL 
DEVELOPMENT CENTRE. 

The amalgamation involves the employment of a full-time 
general manager and the establishment of a Board and 
five Divisions.   The organization is visualized in Fig. 
5.2.5. 

The following tentative time schedule for the establishment 
seems to be realistic: 
Step 1:     1  March 1972 
Step 2 :     1   July 1972 

Step 3:     1  January 197 3. 

A Committee established by the Minister of Industry in May 1972 

has been working on the  co-ordination of the activities within 
the institutions mentioned above and the Final Report will be 
presented  in the middle  of December. 
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INDUSTRIAL DEVELOPMENT INSTITUTE 
""V 

REGIONAL CONTACTS 

Fig.  5.2.3 
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INDUSTRIAL DEVELOPMENT INSTITUTIONS App.5.2.1* 

Fig.5.2.* 
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•».2     Work program»« for 1973 

The work programme for 1973 include th« following projects: 

1 Project» that can be initiated after 1 March 1973 

Project Ho. 1:  Continue        the studies of industrial 
application of perlite, pumice and other 
volcanic materials. 

2:  Continue        the studies of design« pro- 
duction, ownership and use of fish-boxes. 

3:  Prepare plans and programmes for the Advis- 
ory Section and simultaneously initiate and 
carry through studies of productivity im- 
provement in some industries. 

•»:  Prepare plans and programmes for the Project 
Development Section and simultaneously  initiate 
the process of product development within 
selected industries. 

5.  Prepare plans and programmes for the  Section 
for Industrial Inquiries,  Library and Indu- 
strial Contacts. 

6:   Study all problems connected with the establish- 
ment of the  first Industrial Centre. 

2 Projects that can be initiated after 1 July 1973 

Project No.  7:  Feasibility study of electrosmelting of ilmenite. 
8:  Prepare plans and programmes for an effective 

co-ordination of product development, marketing 
research and export promotion, and simultaneously 
initiate and intensify marketing research and 
export promotion. 

9:  Appraise,  revise, modify,  and complete the 
Long-term Industrial Development Plan and th« 
Tentative Programme of Action for 1973-7»». 

10.   Prepare a Tentative Programme of Action for 1975. 
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App. 8.2.1? 

M.3 Staff requirements in the Industrial Development Institute 
and the Export Board for 1973. 

In connection with the establishment of IDCI it is necessary 
to increase substantially the staff capacity, to begin with 
in the Industrial Development Institute (IDI) and the Export 
Board. (EB). 

From 1 March 1973 three UNIDO experts will be attached to the 
IDI, which means that qualified Icelandic counterparts should 
be employed from the same date. 

An efficient start of the implementation of the Industrial 
Development Plan calls for the following staff capacity within 
IDI for 1973. 

• 

AC tivities               Total New Salary Date of 
emp- grade employment 
loyees 

1 General Management 1 . 

2 Advisory Services „D 1 27 1.3.1973 1 25 1.3.1973 
1 25 1.7.1973 

3 Product Development u2) 1 27 1.3.1973 
1 25 1.7.1973 

H Standardization Services 2 1 25 1.3.1973 
1 21 1.7.1973 

5 Industrial Inquiries 1 • 1 25 1.3.1973 
6 Industrial Contacts 1 1 2»» 1.7.1973 
7 Library 2 . 

8 Office Services: 6 
typewriting and printing 1 13 1.3.1973 

2 10 1.7.1973 
Total 21 12 

1) Include 2 UNIDO experts 
2) Includes one UNIDO experts 

The capability needed for specialists in various fields can 
be illustrated by the following quotations form the Job Des- 
criptions for the UNIDO experts: 
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Industrial Engineer - Product Development 
DUTIES 

The expert,  as  a member of a team of experts  under  the  leader- 
ship of a Senior  Industrial  Economist,  will  be  expected to: 
1. assist  in the  identification and  formulation  of  objectives 

and goals  for the  Section of  Product  Development.  This 
Section will offer the  services  to  Icelandic   industrial 
firms   in the  field of product development,   and  product 
design,   feasibility  studies,  project evaluation,  and 
the  establishment  of materials  and quality   specifica- 
tions,   production processes, quality control   require- 
ments  and other sctivities  in connection with  the in- 
troduction of new industrial  products; 

2. be responsible  for the  formulation of work procedures in 
the  Section,  the adaptation of product  development 
techniques to  Icelandic  conditions,  and  the  preparation 
of materials to be used  in the process  of  information 
to and  training of  industrial personnel; 

3.    participate  in the programming of and carrying  out of 
advisory services within industrial firms; 

H.    be responsible for the training of staff personnel  in the 
Section; 

5. assist in the preparation of programmes for and  the realiza- 
tion of training courses  in the field of product develop- 
ment for industrial personnel; 

6. advise on any other matter of industrial development with- 
in his  field of expertise which could be  useful  to the 
work of the  Institute in the process of Industrial 
Services. 

QUALIFICATIONS 

Industrial Engineer with high level knowledge and practical 
experience of all aspects of industrial engineering   in all 
stages of development and  implementation,  particularly,   in 
the field of product development, product adaptation  to manu- 
facturing requirements, and the process of introducing new 
products in manufacturing and marketing. 
Experience of  training industrial personnel is an advantage. 
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Industrial Engineer - Industrial Engineering Services 

DUTIES 

The expert, as a member of a team of experts under the leader- 
ship of a Senior Industrial Economist, will be expected to: 

1. assist in the identification and formulation of objectives 
and goals for the Section of Industrial Engineering 
Services. This Section will offer the services to Ice- 
landic industrial firms in the field of industrial engi- 
neering especially, production planning and control, 
purchasing, materials control and storing of materials, 
layout engineering, materials handling, maintenance and 
repair, and quality planning and control; 

2. be responsible for the formulation of work procedures in 
Section, the adaptation of industrial engineering 
techniques to Icelandic conditions, and the preparation 
of materials to be used in the process of information 
to and training of industrial personnel; 

3. participate in the programming of and carrying out of 
advisory services within industrial firms ; 

H. be responsible for the training of staff personnel in the 
section; 

5. assist in the preparation of programmes for and the 
realization of training courses in that part of indu- 
strial engineering which cover the area of production; 

6. advise on any other matter of industrial development with- 
in his field of expertise which could be useful to the 
work of the Institute in the process of Industrial Ser- 
vices. 

QUALIFICATIONS 

Industrial Engineer with high level practical experience and 
knowledge of all aspects of industrial engineering in all 
stages of development and implementation particularly in the 
field of production in mediumsized and small enterprises in 
various industries. 
Experience of training industrial personnel is an advantage. 

oooOOOooo 

Corresponding requirements are valid for the Icelandic specia- 

lists to be employed. Ways and means have to be found to make 

it possible to attract qualified applicants. 
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The requirements of new staff members at the Export Board are: 

Marketing Research and Export Promotion 1 
1 

Trade Information 

27 
25 

1.7.1973 
1.7.1973 

1  27  1.7.1973 

If it will be possible to establish the co-ordination of de- 

velopment institutions along the lines suggested in Fig. 5.2.4 

a full-time chairman of the Interim Board will be required 

from 1 July 1973. 

4.4  Capital requirements for IDCI during 1973 

The preparation of the budget for 1973 has to be based on the 

following premisses : 

1 To reach the targets stated in the industrial development 

plan requires a substantial input of manpower and money 

during 1973, 197»+ and 1975. 

2 The areas of greatest importance to be covered by IDCI 

during this period are further training of managers and 

supervisors in industrial firms and specialists in ser- 

vice institutions, product selection and product develop- 

ment, market research, marketing services, export pro- 

motion, and productivity improvement in individual firms. 

3 The main part of these services have to be offered free 

of costs for the firms involved. 

The approved budgets for 1973 for the institutions included in 

the IDCI are as follows: (1,000 krona). 

State 
Funds 

Additional 
funds 

Sub- Estimated 
Total Revenues 

Total 

IDI 9,856   9,856 500 10,356 
IRI 13,559 9,100 22,659 2,000 2«*, 659 

BRI 15,850 5,500 21,350 5,000 26,350 

EB 5,500 2,000 7,500   7,500 

Further Training 2,953   2,953 1,150 4,103 

TOTAL 47,718 16,600 64,318 8,650 72,968 
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The requirements of new staff members at the Export Board are: 

1    Marketing Research and Export Promotion 1 27 1.7.1973 
1 25  1.7.1973 

Trade Information 1     27     1.7.1973 

If it will be possible to establish the co-ordination of de- 
velopment institutions along the lines  suggested in Fig.  5.2.»* 
a full-time chairman of the  Interim Board will be required 
from 1 July 1973. 

•».«*      Capital requirements  for IDCI durln£ 1973 

The preparation of the budget for 197 3 has to be based on the 
following premisses: 

1 To reach the targets  stated in the industrial development 
plan requires a substantial input of manpower and money 
during 1973,  197«* and  1975. 

2 The areas of greatest  importance to be covered by IDCI 
during this period are  further training of managers and 
supervisors  in industrial firms and specialists  in ser- 
vice  institutions,  product selection and product develop- 
ment, market research,  marketing  services,  export pro- 
motion,  and productivity  improvement in individual firms. 

3 The main part of these  services have to be offered free 
of costs  for the firms  involved. 

The approved budgets for 197 3  for the  institutions included in 
the  IDCI  are as  follows:   (1,000 krona). 

State 
Funds 

Additional 
Funds 

Sub- Estimated 
Total Revenues 

Total 

IDI 9,856   9,856 500 10,356 
IRI 13,559 9,100 22,659 2,000 24,659 
BRI 15,850 5,500 21,350 5,000 26,350 
EB 5,500 2,000 7,500 ... 7,500 
Further Training 2,953   2,953 1,150 ••,103 

TOTAL «•7,718 16,600 6H,318 8,650 72,968 
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The Additional cotta for the implementation of th« Development 
Plan duping 1973 have been roughly estimated at follona: 

ÎDiyîïri*i-9?ï?i9P5isDï-iD!îlîyîs 
\\W* Kremir 

Salarias for additional personnel (bated on 
the table on page 5.2.17) 

Special Projects: 
Study of industrial application of 
perlite, pumice and other volcanic 
materials 

Study of design, standardization, 
ownership and production of fish- 
boxes 

Locate, design, and prepare all do- 
cuments needed for the establishment 
of the first Industrial Centre 

Three standardization projects: in 
metal industry, shipbuilding industry 
and construction 

Feasibility study of electro-smelting 
of ilmenite 

Study of two more large-scale indust- 
rial projects given high priority 

1,030 

2,000 

2,000 

1,500 

9,000 

2.000 

1) 

Additional expenses  (travelling costs, 
books and films, and extra office ex- 
penses 

Subtotal 

lïB2ïî-§2ê£ë 
Salaries for additional personnel (based on 
the table on page 5.2.20) 
Additional funds for Marketing Research. Export 
Promotion and participation in Trade Fairs 
Additional expenses 

Subtotal 

Industrial Research Institute 

Additional funds for product-oriented research 
(the difference between requested and approved 
budget for 1973) 

»•,500 

11,330 

21,830 kronur 

9S0 

3,000 

liPQO 
5,000 kronur 

».000 kronur 

Part of the costs for this study (around 7,000 mill kronur) may 
be financed through UNDP/UNIDO as part of Iceland's five year 
programme. 



i App.  S.2.22 

1.000 kronur 
?uilding_Reaearch_Institut; 

Additional funds for product-orient«d research 
(the difference between requested and approved 
budget for 1973) 2.000 kronur 

Additional funds (for training courses and seminars, 
visual aids and preparation of text books) 2.000 kronur 

Total   Funds       38.000 kronur 

COMCLUDIHG REMARKS 

1 The long-term industrial development plan hat been built 
up around two basic principles: 
- specialisation of functions and 
- specialisation of manufacturing 

2 This type of specialization will make it possible to fully 
utilize the limited resources:  managerial capability, 
specialist knowledge, and money for the achievement of 
stated targets. 

3 Along with specialization of functions follows assignment 
of responsibilities to various  institutions for certain 
activities in the industrial infrastructure. 

H      One of the key institutions is the proposed Industrial 
Development Centre, built up around the Industrial Develop- 
ment Institute, the Export Board, the Industrial Research 
Institute, and the Building Research Institute. 
Branch-organized Institutions and specialized firms for 
export of industrial goods is another group of organizations 
which will play an important role in the future development 
of export oriented industries. As these instituons and 
firms also will be assigned the responsibility for marketing 
research and export promotion it seems advisable to include 
the Export Board in the group of organizations forming the 
Industrial Development Centre. 
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The most critical years of the planning period are 1973, 

197»* and 1975, the years when th« competition fro* industrial 

firms in foreign countries has not yet come to a real start. 

Th« areas of greatest importance to be covered by the I DC I 
during this period are: 

- further training of managers and supervisors in industrial 

firms and specialists in service institutions i 

• product selection and product development! 

- marketing research and export promotion on a higher levali 

- productivity improvement within industrial firma. 

It is no doubt that investments in these activities during 

this period will give substantial rewards. An additionsl 

investment in IDC I of 38 mill, krone during 1973 is thus 

a good investment and, furthermore, an essential investment 

for the achievement of aims and targata stated in the develop- 
ment plan. 
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* • * ÏDÎMïrif i.?!ï*ïî!.*Dd. Induitrif i.P|rtj 

Induttrial Ctntrat at thty will be deteribed here have 
been developed fro« what in th« United Kingdoa it oalled 
"Induitri«l Estates" and in U.S.A. "Induatrial Parka". 
Induttrial Estates, whioh have been in ut« in the U.K. 
for »ort thtn thirty years, hat one« bttn dtfinod at 
follows: 

"An industrial tatctt it an arta of land atloottd 
and planned by, at wall at bainf undtr th« oontrol 
of, a developeent agonoy whoa« tatk it to construct, 
or allow to bt constructed, industrial buildingt and 
to provide thott terviott oontidtrtd n«o««tary or worth 
whilt for tha developaent of th« «ttattN. 
"Tht tttata can b« of virtually any tist. Th« dtvtlop- 
•ant organisation oan b« public or privat«. Tha factor- 
it« can bt wholly planntd and built in ad vano« i th«y 
oan b« partly built in advance * or they oan be built 
on requeat acoording to th« apecifioationa of tht 
tvtntual utert. Thty oan bt leattd or told at an 
teonoaic or unaconoaic rent or priot. The tervieet 
oan be of a wide variety, fron tht basic infrattruo- 
turt of roadt, sewers, lightina, gaa. tltetrioity, 
tto. to tttata canteena, training tchoolt, ate. The 
••tat« oan be run at a lota, at a profit, or with tht 
aia of only recovering eosts." 

(Quotation froa "Regional Polioy in ETTA - Induttrial 
Estetas", Oaneva, March 1970). 

An induttrial area it modification of the induttrial aetata. 
The induttrial area it a tract of land developed for the utt 
of a group of Induttrial tnttrprittt according to a ooapre- 
hentivt plan. An enterpritt which it tllotttd a plot in tht 
area it responsible for constructing itt own factory building. 
Providing a dtvtloptd plot it in itttlf t ttrviot to an 
industrialist but it aay not prova adtquttt to atiaulate 
the growth of indigenout tntarpriaea. Saal 1 induetrialitta 
in particular would n«ed rtady-aada factory building a and 
other tupporting servicesj it aay, therefore, prove neeettar> 
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to «dopt tha policy of building factories to Mot deaand. 

Various types of industrial estates have boon established 
in industrially advanced and dovoloping countries and since 
the estate suited to a particular area would depend on tho 
spscial local needs and circumstances, it is not possibla 
to lay down uniform oritaria for thea. 

Industrial astatas aay ba sponsorsd by co-operativos or 
associations of industrialists, chaabars of commerce or 
local bodias such as municipalities or corporations. Th« 
Government «ay wish to ancouraga nongoveraent aganeias to 
undsrtak« such vantura« by giving thaa financial support 
or by providing tachnical sarvicat on tha astatas. Evan 
whan tha astatas ara startad by tha Government, adequata 
inducaaant could ba offered to tha occupants to take over 
responsibility for thea in due oourse. Factories aay be 
offered on hira-purchase tanas or for outright sale to the 
tenants, and those who rent factories aay be encouraged Jo 
take thea over en a hire-purchase basis when they are able 
to afford it. 

The factory accommodation provided on industrial estates 
aay be either general purpose or custom-built. The general 
purpose or standard type of factory can meet satisfactorily 
tha requireaents of the majority of tenants. The special 
advantage of estates with the standard type of factories 
is that standardisation leads to certain econoaiea in con- 
struction. 

The aoat coaaon estates are those which provide factory 
aeeoaaodation to all industries, subject to the usual re- 
strictions on "obnoxious" industrias or on very heavy con- 
sumara of power, water eto. 

Specialised industrial estates include:  "single-trade 
estâtes", which provide accommodations exclusively for 
units in the saae industry group; "functional estates", 
in which the functions of the of the industry are subdivided 
among a nuaber of small units)  "nursery estates", which 
are devised to offer more space to small units as they grow; 
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APPENDIX 3-3  OPPORTUNITIES IN VARIOUS INDUSTRIES 1} 

           App. 3.3:1 

i.   IIB OT IT100•1- 

a)   Tbo total nuabor of f lraa la tbo notalvorklag Motor is its 
of valob 16 aro ablpyardo.   Tao Majority of tbooo fin» aro 
aaall and ongagod in jobbing abop aorvlca aetlvltloa i.o. 
•bip ropalr, garafo work, nach ine aorvloiag and aaiatoaaaoo 
oto.    Only a fov produco oalablo i topo for tbo boa» aarkot. 
Tao total auabor of aan yoara «aployad by tbio lnduatry in 
IMS waa 1730.    Tbio nuabor baa iaoroaaed aubotantlaly as«* 
oyor, aa a roault of incroaalng job opportuni t loa or «a tod 
by frovine doaand in   rooont yoara. 

Tao total output of tbia aootor aa aoaaurod by groaa vaino 
addod par aan yoar lo low og. 365.000 kr. in IMS. 
If ono diooounta ablpyarda, ablp ropalr, aalntonane« aad 
aorvloo workobopa only loat 300 to 400 aan yoara ara ourroatly 
oaployod in tbo production of aarkotabla notai producto. 
Tboao includo: vont nation chaanola, radia tor a,  laap poo to, 
bydrautlc wlncboa, atool door a,  aalla, flatting goar, aloe trie 
roolo, atovoa, frooalag plant oqulpaoat, profabrloatad 
atruoturoal atool aad atruoturoa, hooo aad pipo,  fittings 

b) 

a) 

d) 

a) To-dato tboro bavo boon ao algalfloaat axporta fro« tala 
aootor, oxcopt la a fov loolatod inataaota o« a trail bacia. 

*•    OaaflTATlìn PQIITIOM. 

a) 

b) 

1) 

2Ü2 -   Tbo or 1 coo of locally produood natal proéuota bava 
aoblovod varying dogrooa of eoapotatlvo povor coaparad to 
laportod »quivolontà.    Aa a goaaral rula prlooo aro connota- 
tivo in tbo boao aarkot but profitability ia low duo to blgb 
ooat raw aatarlala, blgb labour coa to, low productivity 
aad jobbing abof proci ti coo vhlch ignora apoelalisatloa ooot 
control and planning. 
qpAUTT -   Tba quality of Individual itaaa la blgb but tbo 
lack of otrlct adboraaoo to ataadardo, tba apa oxlotaaoo of 

To be  revised and rewritten for  the  final edition. 
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"ancillary ••tatet", for aaall uniti working at tubeonr 
tractera to larga industry ; "free-tone ettatee" for eman- 
acele axport industriati and "flatted factoriee" or 'nulti- 
atorayad factorial for snail unita looatad in urban areas 
whare land auitabla for industrial uta ia aearoa. 

»•»  îDiiîfîriii.ÇfDirî! 

Industrial Cantras of a kind auggattad to ba introduoad in 
Xoaland diffar fro« Industrial Catataa and Industrial Parks 
in two ways: 

1       Sisa of tha astablishnant 
t       Sarvioss to ba offarad to tha fin» involved 

1.2.1 Sita, in tha U.K., where tha industrial astatas 
syataa primarily has bsan usad aa a naans for securing 
Industrial nobility and ia conaidarad to hava baan an ex- 
tranaly uaaful aaana of tacuring ragionai davalopnant objse- 
ti vat, an induatrial aatata aaploying about 5.000 paopla is 
eonsidarad a rational unit. 
For tha coaaunity« banafita ariaa fron lowar infrastrueturs 
ooatt, graatar proapactt of conaarving amenity« and graatar 
protpactt of attaining xjgional and urban policial which 
raly on induatrial nobility. Tha benafita to tha community 
ara probably graatar with tha larger eatataa. 
For induttry, tha banafitt ariaa first out of tha external 
aoononiaa prasant in any induatrial conoantrationi aaoondly, 
fron tha aaay accets to a variaty of factory forms and sisas i 
and« thirdly, from tha ataiatanca offarad by tha davalop- 
nant agancy in organizing faeilitiaa to inprova thair long- 
tar« growth proapactt. 
In Norway, whara tha syataa of industrial cantraa (callad 
*induatrivakatanlaggN) waa introduced in Its8 it it attuned 
that aa a rule many of the advantagea of an induatrial 
cantre - e.g. tha industrial and aocial environnant« savings 
by provision of ooanon faeilitiaa and tervicet, ate. - can 
ba obtained in centrée inploying 1,000 - 2,000 paopla. 
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This year it has been decided to establish two of these 
six centres «»ploying 300 people ««eh. 

1.2.2 Services. A special f«atura in the industrial oantra 
as distinguished from th« induatrial astata is that in 
addition to th« normal communal services and financial 
support offered in the estate an industrial centre offer« 
induatrial services in management, marketing, and general 
rationalisation by a group of specialists attached to the 
centre. The capacity and capability of these services are 
determined by the «is« of the centre and the demand from 
th« firms involved. 

2        INDUSTRIAL CENTRES AS COMPONENTS III THE IHDUSTRIAL 

MrM9T»¥ÇTURE 

As components in the industrial infrastructure industrial 
centres serve the following purposes: 

to provide industrial buildings of various sisas and 
design, including communal service* of all kinds, on 
moderate conditions; 
to initiate and make it convenient for the firms in- 
volvei to co-operate:  in production (sub-contracting, 
maintenance, levelling of variations in work load» 
specific operations or processes), in purchasing» 
transportation, marketing, and advertising and publi- 
city; 
direct support to managers in specific areas of manage- 
ment, e.g. personal advices in managerial problems, 
continous training in buainess management, support in 
recruitment problems, assistance in long-term plann- 
ing and advice in financial problems i 
to provide advisory services in all aspects of indu- 
strial engineering and economics,  (see also point Ì 
below) 
to provide common services to all firms involved» such 
as: 
recruitment of personnel 
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training of personnel 

procurement of all kinds 

transportation services 

advertising and publicity 

marketing services 
and such common facilities as 

display rooms 

storing facilities 

copying and printing facilities 

telephone services 

nursing 

canteen 
guarding and fire proection facilities 

THE OKQANIZATIOH OF AW INDU8TKIAL CEHTEE 

The industrial centres can be governed and finanoed by 

a Government institution or by a community. 

The responsibility for the direct management of a centme 

should be given to a person with the capacity and oaba- 

bility to manage along the lines described above. 

For the advisory services he shall have to his disposal a 

•mall group of four or five: one engin«er or technician» 

one economist) one draughtsman and one typist. In larger 

centres it might be feasible to add to the group an auditor. 

This advisory group shall work in very close contact with 

the Industrial Development Centre (IDC), be strongly supp- 

orted and to a certain extent governed by IDC (procedural 

and methods of investigations and implementation, appraisal 

of proposals in complicated cases before implementation 

and continous follow up of advisory activities and results). 

The advisory group shall also be the local information 

centre for IDC acting as a connecting link between IDC 

and the industrial firms in the area, especially in quest- 

ions connected with export marketing, product development, 

and training of industrial personnel. 
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Th« nain part of the advisory services shall be offered 

free of costs, at least during the first 3-H years of the 

planning period. 

INVESTMENT COSTS 

The costs for investment in physical facilities (fits and 

site preparation, connecting roads, common services as 

power, water, heating, Ventilation, drainage etc., but 

excluding production macMnery) is determined by site 

location and conditio", size and volume of buildings, and 

the type of manufacturing the buildings are designed for. 

The Norwegian authority estimates these investment costs 

at 15,000-20,000 Norwegian crowns pur  employee, which ...eans 

190,000-260,000 Icelandic kronur. 

In Finland, where the lack of capital had been the main 

bottleneck „n the procesB of in-ustr. alization, new work 

p? aces witji'n the manufacturing industi> have been eeta- 

bl "ihed using between 3,000 and 6,000 USI, which means . 

261 ,000-53^,000 Icelandic kronur. (These figures include, 

however, production machinery). 

In ihe cost estimates from a Swedish industrial centre the 

investment costs per employee aro 33,000 Swkr or about 

600,COO Icelandic :-rr>nur. It  should be noted, however, that 

tí -> floor area per worker is 100 square metra, which is 

very high. The average in English estates is three workers 

per tno square metre, an ¿  comparison. The description of 

c. standard building in a Swedish industrial centre and 

c... 3t estimates are attached to thia Appendix. 

LOCATION C: INDUSTRIAL CENTRES IN ICELAND 

The Industrial Centres are supposed to be local centres 

of great importance in t*e proens <T industrialisation 

during tiv planning ne^iod a iJ for that reason it is ad- 

visable to cc refully study all factors influencing tha 

location of a centre. 
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Such factors are from th« point of view of industry, an 

appropriate site for an industrial estate must offer an 

adequate supply of water and electricity as well as space 

for possible future expansion; satisfactory communications 

are also essential. While these factors are necessary, 

they are not sufficient in themselves. It is also import- 

ant that a general environment in which industry can thrive 

and grow already exists or can be provided. 

The starting point for an evaluation of the suitability of 

« given area as a site for an industrial estate should be 

an analysis of the current population within a relatively 

large area, and of the migration trends. 

It is a common argument against establishing industry in 

rural areas that transport costs will be too high if the 

new location is distant from main markets. This seems to 

be true in respect of products with a low value added. A 

Swedish investigation concludes that about one-third of 

Swedish industrial firms, and about half of the people 

employed in industry, operate in sectors where location 

has an insignificant effect on transport costs. 

A Norwagian study of the importance of transport costs 

for location in industry in rural areas concluded: 

<a> that transport costs mean little for firms producing 

commodities with a relatively high value added per ton* 

(b) that these firms can expect compensation for the higher 

transport costs in the form of lower wages i 

(c) that typical growth industries are best suited for 

establishment in rural areas; and 

(d) that the industrial branches which seem to satisfy 

these requirements best are machine industry, elec- 

tronics industry, parts of the metal products industry 

and textile industry. 

An adequate supply of labour of different types is essential 

in industrial development. Favourable conditions for future 

settlement are often a major consideration in a firm's 

location decision. 
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The possibility of satisfying the demand for labour will 

depend on th« local labour market situation as wall as 

on tha attractivanass of th« ar«a to potantial settlers. 

Education and health faciliti««, and good opportunities 

for r«cr«ational aetiviti««, ar« of graat significano« 

in this context. Th«r« is r«a«on to assuma that a well- 

d«v«lop«d and div«rsifi«d social environment will b« a 

factor of increasing importane« in deciding th« eettle- 

laant «tructur« of th« country. 

As a cons«qu«nce, industry is lik«ly to move, in th« first 

place, towards areas with sufficient population to próvida 

th« establishment and development of a div«rs« and expand- 

ing social structur«. The .«xistanc« of secondary schools 

would app«ar to b« of particular importane«. It appears 

that the best policy is to attract industry towards areas 

where there are prospects of a positive and mutually favour- 

able relationship between industry and environment. 

Experience shows that industrial expansion takes place* for 

the most part, within existing firms. Irrespective of 

whether the expansion is in a geographically distant branch 

factory or whether the whole plant moves into new premises, 

key personnel, notably technical personnel, will normally 

have to be transferred. The low mobility of this category 

of worker is an important factor in firms'location decis- 

ions. It seems that personnel of this kind are very parti- 

cular about the environment to which they are to move. 

Fortunately there are examples of firms which have pro- 

fitably been established in areas where all these condi- 

tions were not met. The same thing is likely to happen 

in the future, and such developments often have considera- 

ble importance for the area concerned. It will certainly 

be necessary to continue to support single factories which 

offer the chance of providing new and lasting employment 

in the development districts. 
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EXPORT MARKETING AND EXPORT PROMOTION 

1  CHANGED EXPORT PATTERN LEADING TO MEW DEMAND ON 
EXPORT MARKETING. 

At stated in the UNCTAD Work Program«« of March 1972, the 

competitive powar is considerably lower in Icelandic indu- 

strial firms than in firms of corresponding industries in 

neighbouring countries. The main reasons for this are: 

(a) The manufacturing industries in Iceland have, for a 

long time, been highly protected by tariffs. Due to 

lack of stiff, foreign competition, the domestic tales 
have been good and profitable. 

(b) The production is, in many firms, tplit up on too many 
products. 

(e) The previous lack of an overall industrial policy. 

The lack of foreign competition on the domestic market and 

the lack of specialisation have resulted in a low producti- 

vity and low competitive power. Furthermore, there is a 

thortage of marketing and sales personnel of all categories 

in Icelandic manufacturing industries for export marketing 
efforts. 

During the last few years efforts have been made to diversify 

industry production of manufactured goods and develop export 
oriented industries. 

In the period 1963 - 1987 the average share of fish and fish 

products was about 901 of total exports, accounting for more 

than 1/3 of the GNP. The percentage share of manufactured 

products in the export pattern (including aluminium and 

diatomite) increased from 2,21 of total exports in 1966 to 
3,«»I in 1968 and 18,<4% in 1970. 
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Pith and processed fish product« «till account for the 

major part of commodity export. An increased diversifica- 

tion in exports of manufacturad goods seems to be necessary 

for Iceland, if the high living standard and full employment 

it to be maintained. 

Th« changing pattern in the export from fish and primary 

manufacturing towards secondary manufacturing leads to 

drastic changes in the requirements on export marketing. 

Iceland has made agreements with EFTA and EEC. These 

agreements will result in less tariff protection for Ice- 

landic manufacturing industries, a stiffening of the com- 

petition on the domestic market and loss of domestic salea. 

Companies can compensate for-this loss in domestic salt; 

by building up exports. 

In all countries of the western world there are export 

promotion organisations, playing a more and more important 

role in development of exports. An affective export pro- 

motion organisation in Iceland would assist in giving 

equal opportunities for Icelandic manufacturers within 

EEC and EFTA. There is therefore a need for an efficient 

service institution in Iceland stimulating exports and 

giving services in the following fields: 

product development, 

product and package design, 

product potential analysis, 

market research, 

market analysis, 

export planning, 

product introduction, 

export promotion. 
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2   DEMANDS ON THE EXPORT MARXSTIMO - MANUFACTORIES 

AMD PROCESSORS. 

A study of export potentials hai been parried out by the 

UNCTAD experts and their Icelandic counterparts» basad on 

current exports, available raw material and efforts to 

ascertain salable products feasible to produce in Iceland. 

Most of the manufacturing companies in Iceland are inter- 

ested in exports and are willing to adapt their products 

for exports. The financing of daily operations is, however, 

a most serious problem for the interviewed firms. 

To attain an export success, the management of the export- 

ing companies must bs fully awars of the following demandi 

on export marketing: 

2.1. Objectives 

Definite, realistic long-range and short-tens objectives 

must be established for sales, export, profit, investment, 

growth and expansion. 

2.2. Policies and Programme 

Basic operating policies must comply with company objectives 

A company programme for achievenment of the objectives must 

be put in writing. 

2.3. Organisation 

The following needs must be known: 

- the kind of organisation needs to accomplish 
objectives, 

- the kind of marketing personnel needed, 

- methods of execution for the marketing program«*, 

- the marketing policies to be followed. 
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2.1. Products and Prices 

Product and service objectives and policies must be 

defined. Quality, design and price of the export pro- 

ducts must be in line with the basic company objectives 

and policies and with the competitive situation. 

Necessary steps must be taken to secure correct export 

pricing and documentation and utilisation of suitable 

credit facilities. 

2.5. Product Development and Product Design 

The importance of product development and product design 

for competitive export marketing cannot be overstated. 

International competition to produce the right product 

for a given market requires careful attention. 

Product design is an integral part of successful market- 

ing, which must be organised and programmed systematically. 

The product design and product development activity can- 

not exist in isolation from marketing or manufacture. 

Those concerned with product design must know the needs 

of the market, while those concerned with manufacturing 

techniques must concentrate upon problems of manufactur- 

ing efficiency. 

It should be strassed that design must be directly 

orientated towards the needs of the market, taking sales 

and manufacturing policies into account. 

2.6. Finance and Control 

Profit standards for various levels of production must be 

stipulated. Financial planning and control must be directed 

to achieve stipulated profit standards. Budget Programmes 

must be flexible and include capital expenditures. 

In export business management must also deal with market 

financing. It must provide and manage funds and credits 

related to the transactions involved in the flow of goods 

and services from the manufacturer to the consumer. Credit 
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facilitâtes the movement of export product! fro« the  ' 
producer to the buyers abroad and with adequate finan-, 
oing facilities, exports may increase considerably. 

2.7. Export Goals and Export Service 

The "break even" point of sales volume must be known. 
Discounts to trade channels must be adequate. Enquiries» 
orders» and correspondance must be handled with expedience. 
Price lists» catalogues and specifications must be up to 
date and clear. 

Finally marketing research must be utilised when planning 
•ales activities and product .development. 

t        THE EXPORT BOARD OF ICELANDIC  INDUSTRIES 

1.1. History - Present organisation 

Ine Export 3oard of Icelandic Industries was established 
in July 1971, to promote export of Icelandic manufactured 
goods. Founder members were Federation of Icelandic Indu- 
stries, Federation of Icelandic Master Craftsmen, Federa- 
tion of Icelandic Co-operative Societies and the Ministry 
of Industry. 

The new Export Board took over all services of the Export 
lureau of the Federation of Icelandic Industry, established 
in 1968.  The principal functions of the Export Board have so 
far been to provide market information to potential exporters» 
organise trade fairs participation and introduce new manu- 
facturing companies in the export field. 

The Export Board has, presently, neither the capacity, ex- 
pertise nor organisation needed to carry out its  functions 
in an efficient way.  Therefore, the need is felt for strength- 
ening the functional capacity of the institution. 
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If?i Strvkft rmirt<? fry tto Indmtry 

3.2.1. M*rk«t_information 

The nain information and assistance required fro« the 
Export Board are the following: 

general market information« 
foreign trade regulations, 
export opportunities abroad, 

- import regulations and import duties on main markets, 
- developments in foreign markets, 
- marking and labelling requirements on main markets, 

shipping opportunities, 
- distribution channels, 

sales leads, 
- trade fairs and exhibitions, 
- names of foreign trade magasines. 

5.2.2. 9S£!Ç2t_analYsi| 

Direct assistance is required by exporters regarding the 

study of export potentials, product selection and market 

selection. 

Mien evaluating a product's export potential the exporter 

needs advice from the Export Board regarding: 

- quality, 

- disign, 

- price, 

- technical characteristics, 

- packaging, 

- colour, 

- originality, 

required maintenance and service, 
patents and trade marks. 

Those products that seem to offer the greatest potential 
for present and future exports should be indentified. 
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When a product has been considered to have export potential, 
exporters will need assistance for a preliminary screening 
of export markets,  taking the following criteria into con- 
sideration : 

exports previously done of selected products by 
country of destination, 
growth of imports of selected products by import- 
ing countries, 

-  .   economic,  political and cultural links, 
GNP per capita and economic  growth, 
market access  (custom tariffs,  import quotas, 
sanitary and security regulations, technical 
specifications), 
languages spoken, 
transport time and cost by air and ship, 
climatev 

Exporters will also need the following information: 

size of potential market, 
duties and taxes applicable, 
development of local industry, 
state of competitions, 
special regulations or specifications 
concerning selected product. 

1.2.3.   Exfort_Marketing_Plans_:_Selg£t^ 

Icelandic exporters will need market reports, market 
surveys and economic data from potential markets, as 
well as assistance in planning export marketing pro- 
grammes.   Desk and field research will have to be con- 
ducted on markets and products. 

Assistance should be available on new product develop- 
ment including the possibility of manufacturing under 
license.   The carrying out of market  studies and outlining 
marketing plans include  information on insurance,  shipping 
and transport. 
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When considering the most suitable type of marketing 

organisation abroad the particular circumstances of the 

business concerned have to be taken to account. Whether 

to appoint agents or to set up sales offices, is a 

matter to be decided after careful consideration, taking 

the following factors into account: 

the product, 

the market, 

the competitive situation, 

the economy of the firm, 

its business activity. 

Regardless of the marketing representatives which are 

chosen, direct visits to the markets should be under- 

taken by the marketing manager. He needs to get into 

direct contact with the market and get information about 

it in order to sell, in order to asses agents or sales 

representatives, or to support them in their export 

promotion efforts. 

3.2.4. Çontaçting_Çomganies_and_Authorit^^ 

The correct use of foreign languages in export business 

correspondence or when contacting authorities abroad, 

is very important. It appears that potential Icelandic 

exporters to a great extent will need assistance with 

this from the Export Board. 

It is to be assumed however, that the export training 

courses planned to be arranged by the Export Board for 

export business personnel will gradually make the 

companies concerned self-supporting in this field. 
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Tht possibilities of establishing contact and co-operation 

with existing industry will be one of the factors which 

decides how many and which sites to select for industrial 

centres. In the'short run there might appear to be limited 

interest in relocation on the part of industry. 

However, it can be assumed that the reluctance of some 

enterpreneurs to moving their plants, stems from a failure 

to appreciate the advantages of an alternative location, 

or perhaps even from exaggerated ideas of the problems in- 

volved in relocating. It will probably be necessary to pro- 

vide more effective guidance and inducements for the re- 

location of industry. 

Considering the tendency towards larger units of production 

in modern industry in an attempt to secure economie of 

scale and reduce costs, there would appear to be a limit 

to how small an industrial centre cab be. Care must there- 

fore be taken to select such industries as offer reasona- 

ble prospects of being competitive. In some cases, it may 

be possible to induce already existing industry in the 

congested areas to relocate in new areas or, at least, to 

establish plants there for production of components. 

Areas to be investigated for furtur location of Industrial 

Centres, besides Reykjavik and Akureyri, could be, as a 

suggestion, Borgarnes, Blönduos, Siglufjörour, Sauoárkrákur 

and Selfoss, and a free-zone area in Reykjavik or Keflavík. 

EXPERIENCES FROM NORWAY 

Financing 

As in the United Kingdom, the Industrial Estates Corpora- 

tion is the formal owner of the site and buildings of an 

industrial estate. The cost of developing the site, erect- 

ing the buildings and of running the common facilities when 

the estate is operating would also be the responsibility 

of the Corporation. The capital cost of establishing indu- 

stry employing some 1,000 workers and employees is .Ví;:V 
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M.  Services to be Initiated bv the Export Boaj^. 

3.3.1. Çollfçtion_and_Dig82»ination_of.Market^ Information 

It must be assumed that especially small and medium sized 
firms lack all kinds of market information and knowledge 
of export techniques and strategy, which should be given 
by the Export Board. A Bulletin for Exporters will be 
published regularily containing the following types of 
information : 

announcements of commercial events, 
international news  items with commercial 
implications, 
information concerning Iceland's trade promotion 
facilities, 
country-by-country commercial information of 
interest to Icelandic exporters, 
information on EFTA,  EEC and other trade blocs, 
any information affecting the competitive 
situation of Icelandic exporters, 
trade inquiries, 

details of trade agreements with specific countries, 
announcements of new trade promotion schemes, 
new material received by the Export Board's library. 

3.3.2.  Arranging_Trade_Missions_and_Inçç«in^ 

The Export Board will also organise indirect and direct 
trade missions abroad for Icelandic exporters. 

The main purpose of any trade mission is  to develop exports. 
The purpose of an indirect trade mission  is to compile in- 
formation which will benefit an entire business community. 
This is more of a survey mission, which returns information 
concerning general market conditions and  all sales or agency 
opportunities. On a direct trade mission the exporters con- 
cerned take part, the aim being to build  up exports. 
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The Export Board should alto be preparad to arrange 

incoming buyers'missions to Iceland. In addition to 

excellent demonstrational opportunities connected with 

such visits, it must be assumed that the buyers concerned 

will be positively influenced by the traditional Icelandic 

hospitality. 

3.3.3. Arranjinj_Trade_Fairs_abroad¿ 

The Export Board should be in a position to undertake the 

physical planning and the organising of participation in 

relevant trade fairs and exhibitions abroad. It should con- 

cern itself with the design and layout of the stands, the 

supervision of their erection, the shipping of samples and 

the production of publicity material. 

Trade fairs and exhibitions are numerous and vary greatly 

in nature, size and importance. The Export Board should 

stimulate collective participation by exporters at trade 

fairs. 

3.3.H. Arranging Store_Promotions_ 

The Export Board should assist in arranging Department 

Store Promotions abroad. Display material must be pro- 

vided and other Store Promotion material must be sent 

out in good time. In certain cases financial assistance 

towards advertising should be considered. 

The Export Board should be responsible for promotional 

and display elements in store-promotions of Icelandic 

goods and other similar events abroad. At home, it could 

arrange Product Shows and other events stimulating exports. 

3.3.S. ProductGroug Campaigns 

Export Campaigns for selected product groups con take 

place abroad in selected markets and for certain periods. 

Suitable product groups should be indentified and pro- 

motion programmes must be established. 
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3.3.6. Pro^yct_and_Paçkage_D«aign 

Good design is very important for export success. The 
Export Board should therefore give consultancy services 
and grant8 in the following fields: 

product'design, 
package design, 
training of designers. 

The Export Board will provide general information and 
consultancy service on design,  including advice and 
assistance to firms in assessing their design performance 
and prescribing means of improving it.  Possible design 
objectives are: 

to adapt or invent a product to meet new 
competition, 
to adapt to an actual or potential change in 
market taste, 
to exploit a new market, 
to simplify an existing product design so as to 
reduce manufacturing expense, 
to take advantage of technological change. 

3.3.7. Incentiye^Grantsand^Awards^ 

The Export Board should be able to give incentive grants 
for participation in trade fairs and exhibitions and 
other promotional activities  in co-operation with the 
Exhibition Board. The Export Board should also be able 
to give annual awards to exporters within different fields 
showing the biggest proportional export increase. 

Incentive grants should be available for a variety of 
purposes,  including: 

market investigations and export-stimulating 
activities, 
marketing research and consultancy, 
overseas trade fair participation, 
individual or group advertising, 
product group, 
design projects including employment of 
product and package designers, 
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•ngAging design consultants, 

training of design personnel, 

overseas study tours by designers« 

tax reliefs etc. 

S.S.I. Organising_Exgort_Seminar8i 

The Export Board should be able to organise training 

courses in export sales and marketing activities abroad 

Aims of the training: 

to provide the trainees with the fullest 
possible instruction in the art and 
techniques of export marketing, 

to develop the trainees 'capacity to 
communicate with people abroad, 

to prepare the trainee mentally for 
conditions in which he will have to 
work abroad, 

to give the trainee a detailed picture 
of the Icelandic economy and of condi- 
tions abroad relevant to exports, 

to develop the trainee's knowledge of 
one foreign language to the highest 
possible level. 

Training facilities should be available to provide 

education and research to develop the skills of busi- 

ness personnel who are in charge of managerial market- 

ing and routine duties in export. 

The research work should have two aims: 

to prepare material for education* 

to publish studies of international 
markets for the use of exporters. 

When necessary the Export Board should provide expert 

assistance in the planning and implementation of pro- 

grammes for export courses desired by various industry 

and business organisations. 
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I.»». »«organi•tion of the Export Bord. 

In order to carry out the tasks indicated in this report, 
the following organisational structura of the deport Board 

is envisaged by 197H/75: 

BOARD 
OF DIRECTORS 

MAHA6ING DIRECTOR 

Trada Information 
Unit 

2 Trada Information 
Offioars 

Sacratarial 
Unit 

n 
Markat Rasaarch and 
Marketing Service Unit 

i» Marketing Officers 

Tor the period 1976-1971, an addition of 1 or 2 officer« 
will be needed and by 1980 it is expected that the staff 
will consist of 11-16 people. 

8.»». 1. Trade.Information_Unit_:,runctions 

The functions of the Trade Information Unit and its 

officers will be the following: 

a) Information on export markets e.g. on foreign trade 

regulations,  distribution methods and market trends. 

Details should be available from all important markets 

on customs duties, export documentation and regulations 

governing import licensing, goods and drug standards 

and labelling. A comprehensive and up-to-date informa- 

tion register will have to be »aintaned, with duty- 

claasification of all merchandise. 
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Exporters should b« provided with advice and guidane« 

on th« most efficient methods of shipping goods to any 

European and overseas destination. Advice should be 

given on the availability and costs of sea and air 

freight containerisation, trans-shipment and warehous- 

ing. Exporters should also be assisted in preparing 

c.i.f. quotations. 

Complaints on transport matters should be investigated 

and close liaison with transport companies and port 

authorities should be maintained. Negotiations with 

•hipping companies for competitive rates and improved 

services should be undertaken regularly. 

b) Making publicity abroad for Icelandic exports: 

preparation of information material for exports, 

handle press relations, 

editing of Information Bulletin and drafting 
of Annual Reports, 

liason on Publicity Matters with other State 
Bodies. 

c) Information on export opportunities, trade regulations, 

distribution methods and market trends. 

d) Maintaining an Export Library, containing different 

kinds of literature on trade and market information. 

Clippings and photocopies of articles should be organised 

in a systematic way. 

The informative material should be improved continuously 

by the acquistion of relevant publications, including 

periodicals from export markets. 

3 .«*. 2. Market_Researçh_4_Marketing_Serviçe 

The Market Research Unit will produce market reports, 

market surveys and economic data for exporters, to 

assist them in planning export marketing programmes. 

Contacts should be established with leading international 

reasearch institutes. Direct assistance will be given to 

exporters regarding! 
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a) tht study of export potential i.«, product potential 
Analysis, 

b) product selection, 

c) market selection, 

d) market research and analysis 

•) outlining marketing plans. 

Other services to be rendered by this unit are: 

statistical analysis and forecasts, 

answering trade enquiries, 

providing export marketing advice and design 
export plans for exporters, 

servicing trade associations and co-operative 
export groups, 

handling store promotions, trade fairs and 
exhibitions abroad, 

designing and handling training programmes in 
export, 

giving design advisory service, 

handling design seminars and exhibitions, 

handling export seminars and courses, 

designing grants schemes. 

3.*». 3. §SDSral_H§nag«r/Seçretarial_Uni^ 

Administrative matters, including 

recruitment of personnel, 

annual reports (editing), 

budget control, 

insurance matters, 

export financing, 

incentive grants and awards. 

3.«•.«*. &rketing_Offiçers_Spe£ialised_in_P^ 

In 197*1 the Market Research and Marketing Service Unit 

of the Export Board will have four marketing officers, 

each of whom should specialise in selected export product 
groups, i.e. 



Officer No 1: 

Officer No 2: 

Officer No 3: 

Officer No 4: 
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woolen textiles, 
knitwear, 
skin and skin products, 
leather goods, 

machinery and equipment for the 
fishing fleet, 
metal working industry, 

canned fish products, 
chocolates, 

furniture, 
gift ware, 
miscellaneous. 

The question whether or not the Export Board should 

have Marketing Officers based on the main markets in 

addition to those employed at headquarters, has been 

thoroughly discussed with the Board of Directors. 

It has been recommended that during the first few years 

all marketing officers should be based in Iceland, with 

travels abroad as required. This would imply better 

possibilities of co-ordinating export promotion activities 

with the limited funds available and also allow the Export 

Board to pay top executive salaries to attract very qualified 

marketing officers for the home office. 

3.»».5. Budgets¿ 

The cost of operation of the Export Board is covered by 

annual allocations from the Treasury and by contributions 

from founder members. In addition the Export Board of 

Icelandic Industries is authorised to claim fees from 

those parties that use its services. The Export Board of 

Icelandic Industries is exempt from payment of public 

taxes and rates to the State Treasury and to the Municipal 
Authorities. 

The total budgets in 1971 and 1972 amounted to 6,8 mill. 

Icelandic Kr. and 6,6 mill. Icelandic Kr. respectively, 

of which »4,1 mill, was received as governmental support 

in 1971 and 4 mill, in 1972. 
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Icelandic exports of manufactured goods, excluding 

aluminum and diatomite, amounted to Icel. Kr. S3S Mill', 

(approx $6,2 mill.) in 1970 and Icel. Kr. 732 Mill, 

(approx. $8,4 mill.) in 1971. The total budgets of the 

Export Board of Icelandic Industries were approximately 

1,3% of the above export value in 1970 and 6,9% in 1971. 

In order to accomplish the tasks and execute the activities 

outlined in this report, the following estimates of opera- 

tional costs are considered to be realistic up to and 

including 1976: 

(in 1000 Icel. Kr.) 

1973  1974  iâ2i  mi 

1. Participation in 
trade fairs, 
exhibitions, pub- 
licity activities 5.600 7.000 7.500 8.000 

2. Market  Research, 
Marketing Service 
Product develop- 
ment, Design 
development, 4.000 4.800 5.100 6.000 

3. Trade promotion 
general travel 1.200 1.400 1.900 2.000 

4. Rents,  rates, 
office expenses, 3.600 4.500 4.700 5.250 

5. Salaries  and 
allowances 5.600 7.300 7.600 8.750 

20.000  25.000  27.500  30.000 

The above budget suggestions call for the following 

comments : 

In order to promote, assist and develop exports in the 

manner which the Export Board considers necessary or 

desirable, it is necessary to give emphasis on 

matters affecting or connected with development 
of exports, 

improvement of industrial design in Iceland, 

promotional activities, 

publicity activities, 

market research, 

marketing service, 
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product development, 

design development. 

Thia will of course result in an increase in salary 

expenses and in expenses for main export promotion 

activities. 

With these aspects taken into consideration, the follow- 

ing budget amounts up to 1976 are considered to be realistic 

estimates: 

for 197 3: 20 mill. Icel. Kr. 

for 197«n 25 mill. Icel. Kr. 

for 1975: 27,5 mill. Icel. Kr. 

for 1976: 30 mill. Icel. Kr. 

In case of inflationary effects or a devaluation of the 

Icelandic Krone in the course of the next few years, the 

budget amounts will have to be adjusted accordingly. 

Operations^ 

Other methods of financing the export promotion activities 

might be : 

- by levy on all exports (as in Norway), 
giving the organisation a completely independent 
position, 

- by grant-in-aid  from the ministry concerned 
(as in Eire)   to  a  completely  independent 
organisation, 

- by a combination  of the above methods and/or by 
charging for the  services rendered, 

- by a government grant combined with membership 
fees, contribution from industry organisations 
and income from publications   (as in Finland), 

- by a levy on import as well as on export (as in 
Austria). 
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estimated at some 15-20 million Kroner. It is suggested 

that a yearly programme of this order would constitute 

a reasonable pace for introducing industrial estates in 

Norway. 

Industrial buildings will, as a rule, remain the property 

of the Corporation. Interested firms are in general ex- 

pected to rent the premises. The rent should in principle 

be calculated on normal commercial terms, i.e. so as to 

••cure a reasonable return on the capital invested once 

the estate is fully developed and the firms concerned 

have overcome their teething troubles. Firms may, however, 

receive financial support in the form of loans and grants 

from other government bodies, e.g. the Regional Develop- 

ment Fund, to help them to. meet the costs of moving to, 

and establishing themselves on, an industrial estate. 

2£fSSÍ5¿ÍÍ25 

The Industrial Estates Corporation (SIVA) is a Government 

Corporation under the control of the Ministry of Local 

Government and Labour. The Corporation is managed by a 

Board of seven members including the Managing Director. 

The six part-time members and their deputies are appointed 

by the Minister on the advice of the Board. The head office 

of the Corporation is in Trondheim. 

The purpose of the Corporation is to build and run indu- 

strial estates on an area of land owned by it. The Cor- 

poration provides the basic services and constructs indu- 

strial builds for lease or sale. The Corporation may also 

co-operate with other organizations in building and running 

industrial estates, and can provide industrial buildings 

on single sites. 
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A direct comparison with the corresponding export 
promotion budgets  in  other countries is   somewhat 
difficult as promotion activities usually cover a 
larger range of products than  is the case in Iceland. 

Furthermore, other countries have built up their exports 
of manufactured goods over decades, whereas  Iceland is 
about to start a new export offensive and,  therefore, 
will need comparatively bigger funds available to finance 
the required activities. 

As regards financing  Icelandic export promotion activities 
in the future,  it is recommended that the grant-in-aid 
from the Government  is being raised to such an extent that 
the budgeted operational costs of 20 mill.   Icel.   Kr.   in 
1973,  25 mill.   Icel.   Kr.   in 197H,  27,5 mill.   Icel.  Kr.   in 
197S and  30 mill.   Icel.  Kr.   in  1976 are being covered. 

According to Icelandic export  statistics, total exports 
amounted to 

12.900 mill.   Icel.   Kr.  in 1970 and 
13.200 mill.   Icel.   Kr.   in 1971. 

If 0,31 of this total export value were used for export 
promotion purposes  (as is the case with the  Irish Export 
Board), the allocated amounts to Icelandic export pro- 
motion purposes would have been the following in mentioned 
years : 

1970:   38,7 mill.   Icel.  Kr. 
1971:   39,6 mill.   Icel.  Kr. 

In the long run it must be assumed that all  Icelandic 
export industries will benefit  from the activities of 
the Export Board and  it  is recommended that the country's 
total export value is taken into consideration when future 
Government contributions  are being stipulated to cover 
future export promotion activities. 
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The reason why the  Irish export promotion budget of 0,3% 
of total exports  is mentioned  above,   is the   fact  that 
economic and  industry conditions in Eire  in  the early 
1950 "s  had certain parallels  to economic conditions in 
Iceland  to-day.  The  Irish Export Board is  an independent 
state organisation  for the promotion of exports,  established 
in  1952.  At  that time,  the  Irish industry had sufficiently 
developed to  supply the home market with most of the essen- 
tial  goods required  for a population of just under three 
million.  Today, in terms  of output,     sophistication and 
export performance,  Irish industry is far beyond anything 
that  could have been thought possible twenty years ago. 

Manufacturing industry now accounts for the  greater por- 
portion of the GNP and produces the  largest  single cate- 
gory of  Irish exports.   Industrial exports  are the main 
generator of  growth  in the economy and upon them Eire 
chiefly relies to tighten the  brake on unemployment and 
emigration and to  support  an  increased standard of living. 
Agriculture continues to  play  its vital role in the life« of 
Eire but the  Irish economy is  no longer one-diemsional. 

The objectives of the  Irish organisation  is  to maximise 
exports and  to promote high standards of  Industrial Design. 
The  Irish Export Board  is  responsible for raising the   Irish 
Industrial  Design and has  solved this task  very success- 
fully,   resulting  in a remarkable export increase.  Design 
grants  are being given to the manufacturers, which is  also 
the case with grants for  promotional  activities. 

4   GOVERNMENTAL SUPPORT 

4.1.   Finance 

Financing is  an integral  part  of all marketing,  requiring 
both  short-term and long-term capital. As  the composition 
of  Icelandic  exports gradually will have a  stronger element 
of manufactured products,   Icelandic  financing institutions 
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autt of fer better credit facilities. Without adequate 
financing, distribution will be hampered and result  in 
a rise of  the cost of marketing. 

Many Icelandic firms have difficulties in arranging  short- 
ter« finance. An increase  in the companies'permanent capi- 
tal  is also very often required.  Although it  is desirable 
to be paid in cash before or on delivery to overseas' 
customers,  exporters must very often sell on credit  terms 
if they are to develop their exports.  Icelandic exporters 
should be  given the same financing possibilities as  com- 
peting exporters from other countries.   In some European 
countries  it has been the general policy of the authorities 
in recent  years to encourage banks, subject to normal bank- 
ing criteria, to give priority to finance for exports. 
Special arrangements exist,   under which the banks provide, 
at a fixed rate of interest, medium and long-term credit 
for two  years or more where   lending is  supported by an 
unconditional guarantee to  the bank by an Export Credits 
Guarantee   Institution.   The   same procedure should be  adopted 
by  Icelandic authorities by  supporting  suitable financing 
institutions. 

The possibility of Governmental  support by arranging pay- 
ment of  Icelandic exports through an export house or a con- 
firming house  should  also be looked into. The  basic  function 
of a confirming house  is  to  assist the  buyer  by confirming 
orders already placed  so that the exporter may receive pay- 
ment  from  the confirming house as and when the goods are 
shipped.   Any credit period  the buyer may require  is  arranged 
and  carried by the confirming house which thus takes the 
credit risk over from the  supplier. 

Icelandic exporters should  also be able to secure  non- 
recourse  finance from factoring companies'services  to ex- 
porters.   A factor buys from his clients their  invoice depts 
at a discount.  Some factors undertake collections  for their 
clients,   at the same time ensuring them constant flow of 
payments. 



App.  5.22. 

H.2.   Insurance 

On« of the means of export promotion  is to protect the 
exporter against risks,  which could lead to the buyer 
not effecting payment as  stipulated in the contract. 
By granting an export credit guarantee Icelandic author- 
ities   should cover the  greatest part  of the loss which 
is caused to the exporter in such a case.  An exporter 
may suffer considerable  loss 

- if the buyer  fails to pay, 
- if political disturbances or war frustrat« 

fulfilment of the contract, 
- if there is  any other cause of loss, 
- if new import licensing restrictions are 

imposed  in the buyer's country. 

Icelandic exporters  should be  in a position to take 
insurance with an Export Credits Guarantee Institution, 
enabling him to compete on equal terms with exporters 
from other countries. 

Selling  abroad involves  more risk than selling in the 
home market, but if the  exporter can  insure against these 
risks   in return for a small premium,  he is protected from 
major  unforeseeable  loss   if he  is not  paid. Many exporters 
must  give credit over lengthy periods  if they are to develop 
their exports. The  longer the credit,  the more they depend 
on bank  finance to bridge the  interval between delivery 
and payment. 

14. 3.   Foreign Service Assistance 

The   Icelandic embassies   and consulates abroad should  be 
able  to provide Icelandic exporters  and the Export Board 
with  vital points of contact with export markets. They 
should  also provide office facilities and secretarial 
assistance for the  marketing officers working for the 
Export   Board in main markets on their stays abroad pro- 
moting   Icelandic exports. 
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AB   »oon as  sufficient export promotion funds are availa- 
ble,  the Export Board should establish its own of ficee 
abroad, based in the main business centres on the main 
export markets.  This will secure an efficient export 

promotion organisation. 

14.4.   Other  support 

The Government should consider tax reliefs for exporters. 

The possibility of reducing transportation costs to a 

competitive  level should also be looked into. 

Drawback procedures should be  facilitated and  improved. 

5.  CONCLUSIONS 

The importance of exports for the  individuals,  the manu- 

facturing companies and for  Iceland can never be under- 

estimated. 

The coming years up to 1980  should be considered as a 
pioneer period for the export promotion of Icelandic 

manufactured goods. 

Most companies in Iceland cannot do the export them- 
selves without help as they  lack the means to finance 
an efficient export department of their own.  The present 

and future  Icelandic exporters need, therefore,  a very 
strong Export Board rendering professional marketing 
service.   The responsibility of setting up the  objectives 

and the responsibility for the operation of such an 
organisation must lie  in the  hands of the individual 
exporters  themselves as in other countries,  in order to 
secure the  flexibility and  integrity necessary to gain 

strong footholds on foreign markets. 

As the exporters themselves cannot afford to finance an 
efficient  and strong Export  Board the complete  financial 
backing and support by the   Icelandic Government   is necessary. 

An independent,  efficient and strong Export Board should 

secure the  strong and diversified export growth which is 

necessary  for  Iceland. 
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APPENDIX  5.5 

THE IMPORT OF WOOD AND WOOD PRODUCTS 

The existing system 

The absence of indigenous forrests, with commercially 
exploitable timber resources has forced Icelandic wood-using 
industries i.e.  construction,  furniture and fixtures to rely 
on imports of this  essential raw material.   In the absence of 
rational purchasing  policies however ,  wood and wood products 
are imported at prices which are considerably higher than those 
prevailing in  international markets.   Icelandic user-industries 
are thus placed at  an  automatic   competitive disadvantage with 
respect to their raw material costs which can account for as 
much as k2\ of total cost in for example the  furniture industry. 

Several factors  contribute to this unfavourable  situation 
but,  foremost among  these  is the balkanized structure of the 
wood-using industries  in  Icelandje.g.   the furniture   industri - 
including  fixtures  consists of some  320  seperate  firms.  The« 
vast majority of these  are very small,  one-man businesses a 
large proportion of whom nevertheless  import  their own wood 
supplies.   The  resulting  small batch ordering deprives  Icelandic 
importers  of all  bargaining power and usually restricts their 
sources to traditional  suppliers who in many cases are not the 
cheapest.   Since the  purchasing of raw-materials   is a highly 
specialised  function  requiering specialised knowledge and skill 
to obtain optimum prices,   it  is not  surprising that the pre- 
vailing ad-hoc  system can not achieve  these results. 

A powerfull  contributing factor perpetuating this  situa- 
tion is the existing  system of price  controls.   This was intro- 
duced as a means of  limiting mark-ups  on  imported raw materials 
thereby restricting price rises.   In practice however,  the effect 
of these  controls has  been  the opposite,  especially  in the case 
of wood imported by timber merchants.   Since the mark-up is 
pegged at  18*. there  is  an  inducement to buy at  the highest f.o.b. 
price thereby maximising profit per shipment.  This  is the main 
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reason why some 65% of furniture Manufacturers persist in im- 
porting directly uneconomic quantitees of timber  for their own 
use*  despite the  fact that this  lies up considerable amounts 
of their own scarce capital and management  resources. 

Iceland's adherance to EFTA and its current  negotiations 
with the EEC will undoubtedly    remove the existing tariff pro- 
tection which wood using  industries  still  enjoy   in the  Icelandic 
market.  All opportunities to  reduce manufacturing costs must 
therefore be seized to retain  or create a competitive  position 
for Icelandic products.  The introduction of a more rational, 
efficient and above all  specialised wood purchasing system would 
be an  invaluable aid to the lowering of manufacturing costs. 
The need for the establishment of a specialised Wood Import 
Centre is therefore quite apparent. 

2        The wood import centre 

The primary function of such a Centre would be to pool 
the demand  for wood imports  and provide the  specialist skills 
required to obtain rational and efficient  low cost purchasing. 
Bulk buying with  its accompanying bargaining advantages would 
replace  the present  small  lot ordering. This would also 
result  in reduced shipping and handling costs.   Buying at source 
instead of from middle-men would further reduce   costs by cutt- 
ing out their mark-up. 

Apart from central  specialist buying facilities .the Centre 
could also provide storage,  drying and eventually pre-process- 
ing such as    saw-milling,  surface heat treating  etc.   Once 
sawing, cutting and preparing  facilities are established con- 
siderable amounts of saw dust  and  chips would become available 
for the manufacture of  shipboard.  Thus the Centre would not 
only provide an efficient centralised buying agency but also, 
contribute to the establishment of new industrial facilities 
giving additional employment opportunities and  saving foreign 
exchange. 

The organisation of a Wood Import Centre could take one of 
several forms : 

-    existing timber importers merchants could pool their 



resources and thereby create a central buying organization. 
There  is however no  incentive to do so under the existing 

system of price controls 
- an association of wood using manufactures   could establish 

the Centre.  This would ensure lower priced wood imports 
but would need 'a considerable amount  of  good will and co- 
operation between   its members.  The necessary capital to 
finance the venture  may  also be difficult   to raise. 

- the Government could establish the Centre. This would have 
the advantage of access to capital but, entails the danger 
that the imposition of government administrative practices 

could  stifle the efficiency of the Centre. 
The best solution however,  probably lies   in  a conbination 
of private initiative with Government  involvement and 
active support.  The  establishment of the  Wood  Import Centre 

is envisaged  in three  phases. 

In phase ones  the Centre would work as a super   importer having 
the  advantage of enhanced bargaining power and  building up 
experience and know how  in bulk purchasing.  Apart from optaining 
wood  and wood products  at competitive prices  the Centre would 

provide storage  facilities  to enable it to re-sell to Icelandic 
users  from stock.  During this phase the Centre  would be in 
direct competition with  existing  importers  (merchants or manu- 
facturers)  and would have  to power its ability  to obtain cheaper 
saw materials.  It should be  able to obtain a  5 0%  share of total 
wood  imports within one  year of its establishment and would 
therefore require covered  storage  space of  some   3.5oom  .  The 
capital reuqired to cover outlays  for office     facilities, 
establishment costs storage and materials handling equipment  is 
estimated to be about  40,000,000  Icel.Kr.  during phase one. 

Phase two:   would  see the  expansion of the  Centre's  activities 
through the establishment of a saw-mill»Wood   in the round could 
now be imported and processed locally. Assuming that the Centre 

accounts  for some  80%  of  total wood imports  at  this  stage, 
3 

indoor storage space will  have to be augmented   to  8500m    and 
some   3000m2 of outdoor   storage  space provided.   Equipment  for 
sawing,  cutting,  boiling and drying of lags  has  to be installed. 
The  bulk of. the capital  requirement  for this   expansion should be 
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financed  from the  Center's own resources. 

Phase three :   In  this  final phase the  Centre develops  into a 
fully fledged Service  Centre  for the wood working  industries 
in  Iceland.  The  Centre would perform all  the more difficult 
tasks  such as wood  curing,  drying,   surface heat  treatment etc. 
This will give  Icelandic manufacturers  access  to advanced 
equipment the  purchase of which individually,  they would be 
unable to justify  in  economic terms.   The ultimate aim of the 
Centre should be  to strike a balance,  which will  give the 
optimum division of work between manufacturers  and the Centre. 

3 Summary of  conclusions 

a) Due to the existing highly inefficient  system of imports 
the need for a Wood  Import Centre  it obvious. 

b) The benefits  arrising out of the  establishment of such 
a Centre far outweight the moderate  capital requirements.  These 
include : 

Lower priced raw material supply to user  industries thereby 
strengthening the  competative  position of these  industries. 
Foreign exchange  savings as a result of cheaper supply and 
lower  shipping  and handling charges. 

- The creation  of   some 60  to  80  new   job opportunities. 
The provision cf  storage and processing facilities to 
customers  thereby releasing capital   in the user industries 
currently  tied  up  in raw material   stocks  and  storage and 
improving  their often critical working capital position. 

d)  Due to  the  realatively weak  structural   position of the 
user  industrier,  Government help in  the  establishmeat of the 
Centre will  be  required  in the  following   fields: 

Provision of  a  suitably located   site with  easy access to 
harbour power  facilities and near  to  the  bulk  of potential 
customers. 

- Provision of  electrical  and geothermal  energy at  favourable 
prices. 

- Provision  of   finance during period  of establishment through 
direct grant  or government guaranteed  loan  facilities. 

- Possibility  of providing government   owned  buildings e.g. 
unused barrel   factories,  as  storage   sheds. 
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d) The saw «ill and cutting facilities of the Centre 
3 

would produce some  3,000m    of good quality saw dust  and wood 
Sharings.   Another 6,000m    could be collected from the wood 

3 
working and building industries.  Another 30,000m    could  be 
made  available  from sawing of all   lags   for domestic  use   in 

3 
the  construction  industry.  This gives  a total of nearly  40,000m 
of wood waste available  for use  in  the manufacture  of  say  ship- 
board, particle board etc.  A proposed  layout of a wood  import 
centre and a series of tables showing the feasibility are 

attached. 

•*        Wood  import  and eventual re-export 

The demand  for wood in Western  Europe is increasing and 
traditional  suppliers are finding growing difficulties   in 
supplying this demand.   The distance   from forest to user are 
increasing and transport costs   rise   as trees are  felled  in 
ever more  inaccessible  places.  Northern Russia has  vast   forrest 
resources but suffers  from ice blocked   harbours  8  to  9  months 
per year,  and can therefore only export a portion of  its poten- 

tial as buyers are unwilling  to stack  one years supply. 
Iceland with its  ice  free harbours,   geothermal resources  for 

drying and position in the North Atlantic could become  an 
ideal  staging post  for this wood.   Large   quantities   of  logs 
could be  shipped  to Iceland during  the   summer from  Murmansk and 

could be  stored,   dried,  cut,  and re-exported to Western  Eurape 
during the  closed  season of Arctic    ports. 

15.9.1972 
Björn Johansson. 
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The main activities of the Board during the initial year 
have been concentrated on: 

(a) establishing the administration of the Corporation i 
(b) selecting sites for the first industrial estates i 
(c) working out directives for the construction and 

running of the estates. 

These activities have primarily been based upon Parlia- 
»entary Proposition No.  65  (1966-1967) and on directions 
given by the Ministry of Local Government and Labour. 
The Board intends to benefit from this early experience 
before building up a complete and permanent administration, 
in accordance with Proposition No.  65 and the Parlia- 
mentary decision which laid it down that experience of 
industrial estates as one form of regional development, 
policy should be assessed in the initial phase.   On the 
basis of this  experience  a decision will  later be taken 
as to the scope of the Corporation's activities  and the 
speed with each estate should  be developed.   In making 
these assessments the Board has made  full use of the 
advice of private consultants.  At the end of 1968 per- 
manently employed staff at the Corporation's office 
amounted to only three persons,  including the Director. 
The Board consider it necessary to extend the permanent 
staff during  1969. 
During the autumn of 196 8 the  Board and the administration 
of the Corporation were preparing plans for the  three 
first industrial estates to be  build  in Norway.   This work 
was carried out in close collaboration with local authori- 
ties and interested government  bodies.  Industrialists 
interested in renting premises were  contacted.   In November - 
December the  Board recommended to the Ministry of Local 
Government and Labour that the  following places  should be 
selected: 
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SanaanburCur i núverandi íyrírkomulagi vi6 inníl. hr&efnia til huagagna- 
of tanrettingal6na8arina og áíanga I og II f tillbgu um atofnun innflutninga- 
miSatöCvar. 

(Til «rundvallar veris og magn 1970)   (f púa. kr.) 

Núverandi 
fyrirkomulag I. afangi II. áfangi " 

Irl.koetn.     Plankar 
Spónn 
GervUrjfiv. 
Spónapl. 

Mam alai. 
10% 

39.000 ' 
37.000 
37.000 
48.000 

Plankar       39.000 
Spónn          37.000 
Gervitrjáv. 37.000 
Spónapl.      48.000 

Trjâbolir 

Gervitrjáv 
Spónapl. 

15.000 

•. 37.000 
48.000 

161.000 161.000 

16.000 
97.000 

10.000 

FOB 
Trygg. fcflutn. 

161.000 
24.000 

145.000 
24.000 

87.000 
28.000 

CIF 
Tollur 
Annar koatn. 

185.000 
34.000 
36.000 

169.000 
30.000 
36.000 

116.000 
17.000 
28.000 

255.000 235.000 160.000 

Launak. 
Inirrkun 
VeltugJ. 

Afakr. 
Vertir 

20.000 
30,000 
18.000 

66.000 
10.000 
3.000 

79.000 

Lagervart                        256.000 
Alaga.  1»%                        46.000 

235.000 
42.000 

239.000 
43.000 

8äluver8                            301.000 277.000 262.000 

m 
11% álaga. 

Annar koatn. 
18% álaga. 19% alagn. 

MO < Tollur Annar koatn. Inni, vinnalukoat. 

 IO**, L flutn. Tollur 

Eri. koatn. 

  

Trygg. 6 flutn. 
Aunar koatn. 

Eri. koatn.                           1 

i 00 • Tollur 

Trygg. * flutn. 

o 
Eri. koatn. 
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HHAFNI FYRIR BYGGINGARIDNADINN 

1.2.1   Î tambandl viB innkaupamitsatöö trjavöru hûagagna» og innrottinfalBnatttnn 
er hegt aC hugsa ser a6 su miCsttìC e jai einnig um lnnflutning i hraaini 
fyrir byggingaiBnaCinn, en. hann er aamkvaemt innflutmngaakyralu fyrir 
IMI - WO 

Varo», f 1000,- kr. 

Sjl tötlu IV. 

Al tati»«» f töuu IV mft ajl, a6 ef InnkaupamiSottfeta 

i hrUfni til byggingalonaBartna, ml rttkaa 
tokur at tir 

oa.  100% aukn.  volta 
oa.  290% aukn. à magni 

1.1.1   ttMXD INNKAUPAMODSTÖDVAR FYRIR BYOOWOA-, HÜtOAOMA- 00 
nfimtTTIMOAIDNASINN 

Fyrir Magagna- og InnrfittingaiCnaCinn var fyrir folla »J tingi latlat 

loöabörf 5000 m« 
par af 2000 m2 undtr bald 

•r moB a6 mioittfein ajai um inali. I oa. 10-tÖfc af 
rino (oa. 19.000 tonn) tyktt lati* lotarfrörf 

f oa. 20.000 m1 

I.1.1.1 

Î framkai« af öerum Manga uppbyggiagar mi«atöo>arinaar b.e. top» | 
tai Ir trjabolum koma til ataugunar möguloikar I fnmlttttlu I apota. 
pltttum Ûr apftnum og aigbngum aem ttlfalla vi6 aogun I trjlbolum avo 
og vi« aCra vinnalu aem hugsanlogt er, aB mlBatttin Marti. 
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App.   5.6.1 

APPENDIX 5.6 

FACTORING AND LEASING SERVICES 

1 FACTORING  SERVICES 

The factoring services offered by a Factoring fir« to an Indu- 

strial firm could  include the following: 
- finance services: the Factoring firm lends the Industrial 

firm money with customer invoices as a security for the loan i 
- collecting  services:  the Factoring firm collects the customer 

invoices for the Industrial firmi 
- book-keeping  services:  the  Factoring firm deliver weekly or 

fortnightly statements of customers accounts,  summary of the 
credit situation, and sales  statistics. 

The procedure could best be described with reference to the illu- 
stration below. 

2 

3 

3    Invoice 

j^v 
Induriti ir 1 

fi in 
Customer 

The Industrial firm is delivering the goods  and the invoice 
to the Customer with a note that the invoice will be collect- 
ed by the  Factoring firm. 
The copies  of the invoice are  sent to the Factoring firm. 
The Factoring firm informs the Customer about credit and 
payment conditions. 
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App.   6.t.2 

H        The Factoring fir« pays th« Industrial firm in cash or 
inform the firm of credit possibilities. 

S        The Factoring firm collects the invoices from the Customer. 
«        The Factoring firm deliver the money to the Industrial' firm 

or reduce the credit. 
7        Once a week or fortnightly the Factoring firm deliver to 

the Industrial firm statesments of customers accounts, state- 
ment of the credit situation, and if requested some sales 

statistics. 

Regarding the finance services there are two alternatives: 

1 The factoring firm buys the invoices and the Industrial 
firm receives an amount of money corresponding to 
a) maximum 90 per cent of total amount of the invoices 

minus interest and fee to the Factoring firm. The rest, 
10 per cent,  is paid when the customers have paid the 
invoices or  2 months after the day of delivery 

b) the total amount of the invoices (minus the fee to the 
Factoring firm) when the customers have paid the in- 
voices or 2 months after the day of delivery. 

2 The Factoring firm gives the  Industrial firm a credit with 
the invoices as a security.  Normally the credit corresponds 
to 80 per cent of the total amount of the invoices. 

The costs for factoring services consists of interest on credits 
and the fee for collecting, book keeping and statistics.  The fee 
depends on various factors such^he branch of industry, the total 
volume of sales, the average amount of the individual invoices, 
the average sales volume per customer, the type of customers, 
the solidity of the customers, and the normal conditions of 
credit that the industrial firm states for the customers. Normally 
the fee is somewhere between 0.15 and 1.5 per cent. 
Financing through factoring is rather expensive. 
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HVAO Emi 
IEK3UKAUP? 

LripilUMp (kMing) er 
taf» af a9fej6 tu fjárnoanaaar, 
•MB fffK Ttr ala«nat aoamf i 
BMMMkjnfHUB, t& bnur na» fot' 
irata 4 notri ama ora «Ha 
••-•napa. 

HofaOtáiaraai kigahaapm em 
poo, aS kfeuuki hefur faluwav 
in« uawMtfétt jrfir leipBaia fjaf- 
BHWWMH on ákrcoinn dot, coi 
WfOMii nWf 100% Qaiatfrav 
aa. Girifchipol vtttooMncU ift- 
BVBKjft ft  DTI OMBtt MM Cfnt 
piarci, cad* pótt fjtanuak put, 
•MI p»8 nafa yfit hftfi nikax, 

Lejfakaap ni BOM Tä öfl- 
«a featoWla, ikrtfNofaWU, 
vinnuvéU, fltttnJn|ittekjâ,ah«kk, 
»>rfciaJ6>ibygt^g> a fi 

ìajjokimp eia lii|iiiBan I prf 
tihriki, * vMmaiaiU frrfcaaki 
ha!ir«ukfftrautfBtffaJrika,«a 
•ami fjeraMfn. 

LttgaMki titveftur tjálfur brat 
of hrefia Tél hu» ktaptr. FJér- 
•Mdntifélflj luamb afe hio* 
Togmr un frdMor. Sé vai ataS> 

ptk Jefeotak« til jó6a I larari 
UBO. 

rfjgt«»n riitMMafar wg, tfl 
pM a6 krifja TlBkoBHndi fu 
I  IIEMMBB   UfBWiwtBM,   jfir» 
Wn calti BYCBKU en tfl frtaraja 
ira. Láaraatfcv OC hàaMukalcjaa» 
«aal era éMak ac8 tttltó di 
aflUi BMttrttn 

VftUokl 
or tcJgatttj wjt 
M^*J   aâvaal     aWflaaf    WWBBWaaâBaBâaBBH     BBant 

•tram raya 1/12 vpp—^fligi 
Br kiga. té fm itf fyik he« 
BMIBATCIDï Telar f kk láf> 
aurioW(tttimâ, pi bpwt Fjár- 
Iranafafea^ tfl pi» aS aakaa 

tfl 

WAlfr^Urawi 

TR.GRBNA 
VIO 
IBGUKAUP? 

1 a* 11» 
ÉllllkjlllÌ till,   fMf  tetra- 

Mài  BMBBJOg OBI   IckjB  BtOBf 
Téwr T» F|árftMiaf«félkfB\ 
FJafaKfaaafriat« er ad acJd 
tfl viomoaTifllriganibtta rara 

ora By ipjfBNrav 
rara alfe ptk, rara 

BfapB B  IIWfWTBBBBIf Of IjBf* 
ama aft {hura. 

ixranaajp ama TJD OIMB 

non sonar acrnaoBniB» BBV 

fi.,—JI«    - M -. t f   —      ... -  * iiflgTCM, ToianoMnoi, ODBSBBBV 

Téla, aiiaraaajMiara o. t. Irr. 
Tjktmkttßkingß ararar alt 

atti va) afcrataii Baaraaraaa» 
I nraniappifl Mar 
Ìjiaikaim, •flrltiiBBl og 

òfTgfi fcfcacrai 
k^^Mai   *•»--   «XL. •<•••  AM  »7J* 

rara abaca» arc alar 
wtw www • aroTja OrVMk 

barattati akrcoar arali «al ^^raaaB^aBBBaa    aamTvaceaa    âawapaajB    TOM 

AaU amaca, lara» « wi raat. 
anakafa, appmiihrai aibr. 
ci« o« T« Tcapjfcf arao. Fpa^ 

T0 

aotaS ar tfl >BB) 

H 

rfflMB apalpjiBM« 
of aal MB appi 

m. a. aaariaaaam 
fjiM iBTawq piji li ITiiíwhp 
faaf0 ara* aiaa tara àaroraaa 
ara aróte raaaarouaf a) Iprar 
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Forde in Sogn og Fjordana county (West Norway) 

Ritor in Autt-Agder county (Southern districts of Norway) 
Werdalsora in Nord-Trondelag county (Trondheirasfjord). 

On 23rd December 1968 the proposed sites were confirmed 
by the Ministry after the proposals had been informally 
discussed  in the Cabinet. 

The three places so far selected for building industrial 

estates in Norway are all relatively thinly populated,  and 
they are situated in economically weaker districts of the 

country.  They have, however,  a relatively favourable loca- 
tion in the regions concerned, and comparatively good 
communications and public services. 

l2EOS-2fHDÍ2Í2*ií:ÍX nas. a population of about H,5oo 
and the  surrounding region has about 25,000 inhabit- 
ants.   In  1965 Forde was chosen as a growth centre  in 
Sogn og Fjordane county.  During the last few years 
considerable investments in roads, water supplies, 
sewers,  public services etc.  have been made.  Under« 
the direction of the Municipality and the Regional 
Development Fund two advance factory buildings have 
been erected and leased to  industrial firms.   Indust- 
rial  sites of about  135  acres are available. 

Çè§2?_!D!éDiSil?iiiiîY has a population of about  6,100 
and the  region has about  16,000   inhabitants.   The Cor- 
poration ha9 acquired about  75  acres of land.   The 
cost of the site works to be undertaken by the Corpora- 
tion was  estimated at two million Norwegian Kroner. 
The  first factory building on this, estate was inaugura- 
ted  in August,  1969.  Th« building has already been 
let. 

Vejrdal^municipali^^ has a population of about 9.700 
and the  surrounding region about  31,000 inhabitants. 
At Verdalsora in Verdal there was already available 
an industrial site of about 250 acres, of which the 
Corporation has acquired  75  acres  as a first  step. 
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flit building works bagan ài toon aa tha tit« vit 
tal«ct«d, and the  firtt building on thit «itat« 
wat raady for ut« and laaiad in Juna,  1969. 

*«aantly, two additional induatrial «atatat hav« bttn 
éaaignatad, on« at Haatad in Troas county (North Norway) 
and th« oth«r at Kongtvingar in Hadaark county (Eattarn 
Norway). 
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TMCHI3K BESKRIVNINO SAMT KOSTNADSULKYLER AVSBEHDE 

SfAlfOASDLOKALER I  INDUS TRI CEITTRUV 

Vedan redoviaas en indus tribjrfgnad à 1.260 »2, 45,8 • 
ltnf ooh 28 m bred med 100 s2 kontor, axkiv ooh soolala 
utrywaen, onfattande 5 kontorsrum, ett utställnlnfsut-' 

sant pcrsonalrum f<5r 12 kollektivanetällda. 

f *** H 

i¿f & /ri. 

J0CS+4* 

/f<~ -*H 

¿Vasi   /äV 

Alternativa fasadlöaningar. Kan planera« Md fitas ter 
eeh dörrar efter planeringeno krar. 

A. ï,?^ •»•      / ' •¿•V* 
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Kortfattad teknisk beskrlvning till industribyggnad enl 
8TSTBH   u.  in 

1.    Srundlä«gnin^;  rtyggnadc* /;ntrtdLLß£ea  pu utbredda be- 
tongplattor pá ringa djup,  varigtnom ingreppen i mark 
bli  obetydliga.  Markpäkanningen är liten,  varför even 
tomtor med mindre ¿oda marktorhàllutiûcn kan kouma  i 
fraga. 

2»    Btorome:   FTefabricerad  betonestórame  enl av ODS utveek- 
lad prin-;ip.  Pelartätheten - uppburet tak per pelare 
är  105 m2,  viíkct motavarar t  ex ca 20 m spännvidd  c/o 
?,C n      enl konventionellt byggnadssätt.  Stomkostnadcn 
blir ca 50 # lacre. 

5. 

6. 

7. 

3i    Ytf rväggar:  Lcittbetimgelemont  20 cm son montera»  s tu- 
ende  och behandlae med akrylatputs utvändigt  och med 
industriplast pâ  insidan,  Elementen medge  cn  total bygg. 
nadshöjd mellan 3,0 och  5,4 m mod 60  cm Intervall.  Med 
amarre avvikelae i'rân standarddctaljer kan även 6,0 a 
bygßnadeliö.jd ástadkommns.  K-värde = 0,65, 

*•    ^akak^va;  Korrugernd stalplat galv.  typ t ex Robertson 
QD 90/1,25 med brannlackcradundersida.   Isoloring raed 
5 etn gullfibor 3094 el  likv.  Kli.Gtr.if5 mot platen med 
varraasfalt.  Trelagntackniu,«; med underhâllafri papp. 
Ytpapp SAL 1000/600  ljua."rrà skiffer. 

Takfotsbeslag av galv,   atälplat,  som samt i dig t utgör 
infaEtningsdun mellan   tak och vägg.  Lev, som Gtandnrd- 
tlllbehör,   K-varde ---• 0,65. 

Oolv:   Enskikts  beton/^oiv armerat med 3A-nät.   Tillátcn 
beinetningt   10.000 kg nxo.Ur/ek. 

Alternativt  lagges  hardbetong  i  önskad  farg,   vilket 
ger  ett underhâllsfritt   ick o  dajniaande golv nom tûl 
även  tyngre industri.  I'ristillagg ca  10 A 12:- kr/œ2. 

Fona ter och portar:  Pönß terparti er enl spcialtillverk- 
ning   lev.   färdigl'ickerade.  ßlayas före montage med 
dubbclt  5-7 ram mri3kinglMs,  Frinstcrpartierna Jean utfor- 
nas  enl  olika onckemâl ned dubbel- eller cnkcldorrar, 
galler for ventilation,   kontorsfonster etc samt är 
ainsemellan utbytbara i   faaaden. 

Portar utforas som inâtgâendc vikportar av stai  och 
med gûngdttrr dar ou erfardras. 

Kontora-och personalrunsdel« Utfb'res prefabrioerat raed 
vägear av regeln tormo mod utvändig belcladnad av gipe- 
akivor och invändigt med spanskivor. Isolering med sten- 
ull. Golv- och väggbekl. i personnlrum utgörea av Pvc- 
raatta som helklietras. Oolvbelaggning i kontor utgbroa 
av hcltäekningsmattor av nalfilt. V/c utfbreo likn por- 
aonalrura.  Tvättränna av roetfri stai. 
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8#    Darvt'Tmiin.-;t  ^ppvärnxin;.; cirer "»cnoir. varuluftainblda- 
ning so» fördelati via ^olvkanalcr vilk»t ¿or on xayoket 
Jüwi var.icfördclninc. Hâval varmluftspanna som konv'cn- 
tioru.ll varmv.".tt( r.parn'.i. krui l-cunna i fr¡V;a« I kontor 
termos tata tyr da ol-Miliatoror, 

9.    Belvaninr; ' Uö^effekt lyarorofirniaturûr som monteras mot 
tokplaten,  Allnanbclyanin^  ca 400  iux,  1 kontor    rwatvi- 
rer för alImanbulysning í¡ar¡¿t orf. vi-igguttag,  Inf   alla-. 
tionon utförus mod Bynlija ledriingar, 

10.    jtorkarbetou ;  Nbrmalt r;Jtnao med on gruafyllnad  OB max 
40 c«, vi licet förutoättcr en rtl. plan tout. En::ol   till« 
fartaväg «aat uppgrucming intill 5 œ fron bys^nad. 
Gehakt für servisi.dningar intill  15 m irán byjgnai. 

KoatnadaaaiLi.:anatällninr: för induatribvennad onl üVTiTKM    U 

PörutBattnin/mr:  Byggnadaytu  1.260 n>2. Mngd 45,6 m.  Bredd 
28,0 •• Höjd 5,4 m. Kontors- ooh porsontilrun tot.  en 100 
•2, UppYärmning ned varmliif ta panno. 

Tom ton ontano vara rei. plan. Marken boatâr nv átminatone 
halvfaut lora» 

Igingaattnint; bor uke au utt byggnuden tir under tak- förc 
vinterperiodono  början. 

Slutligcn föruteättoa att ontroprenör som tidigaru utfört 
byggiwder enl SYSTEM U doltar i onbudsgivningcn. 

Byßgnadcnö standard och utföronde framgár av "Kortfattad 
teknisk boekrivning tili indus tri'ryßfinad enl SYRTKH U." 
»v den 27.2.71. 
Byggnadsarbeten 
Kâlningoarbcton 
VVS-inutallation 
n&tarbeton, vent. 
El-inotallation onl punkt 
9 exkl ol.  für maukin- 
utruaning 

260:- kr/m2 
10:-    » 
25J-    " 
5:-    " 

OCi. 

Î25Î- kr/m2 
Projckterlngskootnud< r ca 10:- kr/i»i2. 

Eyérgnaden är utbyggl ar at .-¿'ila hall,   Kontor m m ¡iv monte— 
rlngßbara element och kan varieras.  Oui liten yta i.-rfordrna 
kan uti'ymnena nangas i  2:a plan ooh golvytan utnyttjaa  for 
Produktion. 

Uppdelnin^ av ytan kan alu- i manga alternativ fionom att  an« 
vMnda pelnrradcrnn, antin^un pá    lünßdon cller pá bredden. 
Minata enhet ca  100 in2. 

PbrutsättningLn  f<'3r redovisa«! :  kootnmlor,  tir att pro J.-kto- 
ringaplanerin/^en  í'óljcr tien uppläg^ning uoio arbotatn fra» 
för SYSTEM U. 




