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Current Reality of Rural Development

A political overview:

Iceland is the most sparsely populated country in Europe with an average about three inhabitants per square km. Almost four-fifths of the country are uninhabited and mostly uninhabitable, the population being concentrated in a narrow coastal belt, valleys and the southwest corner of the country. In December 2003 Iceland's population totaled 290.570 people of which around 170.000 lived in the capital, Reykjavik, and surrounding areas. Iceland is a progressive modern European society with a high standard of living and a high level of technology and education.Bottom of Form

The geographical population pattern in Iceland has its own causes and preconditions. All Icelandic towns are relatively young, mainly from the last century. They grew at the same time, and the present demographic pattern was shaped by the preconditions of that short period. Urbanization followed the location laws of that time and firms located close to raw material and markets to minimize transport cost and shorten transportation time of vulnerable raw material. People moved to places where there was work. In Iceland it was the fish and distance to the catching areas that ruled the location. These preconditions have now changed and thereby the conditions for the settlement pattern. These changes can mainly be traced to four causes, i.e. changes in agriculture, fishing and fishing industry, increased share of high technology in the manufacturing process, and changing value structure, especially by young people.

Reality at lower level:

Migration from the Icelandic countryside and provincial cities to the capital area is a serious problem in Iceland. Most reduction is seen in north-western Iceland, the Vestfjords and south-eastern Iceland, between 20 and 30% reduction in a ten years period, and in some other areas between 10 and 20%. When we view factors together, we see that the areas loosing population and economic activity have some common characteristics. Many of them build to a great extent on agriculture and fishing industry. The average income is low in some of these areas, but not in all of them. The regimes in all of these municipalities are fighting this development with new innovation.  It is though obvious that the objective that population increase shall follow the national average is far from being realized, and that goal is therefore farther away than ever.  Even if migration from the provincial areas to the capital area has reduced, it is still present. We do have to bear in mind that people still move to places where there is work and that we can see today with migration from all parts of Iceland to the east part of Iceland where we are building a huge hydropower station the Kárahnjúkar Power Station.
Legislative settings:

Administrative Position

The Institute of Regional Development is an independent institution owned by the state of Iceland and subject to the supreme authority of the Minister of Industry.

Purpose
The purpose of the Institute is to work toward the strengthening of regional and economic development in Iceland in rural areas. In order to promote growth, innovation, and changes in the economy, the Institute, among other things, provides loans and counseling, finances and organizes projects, and promotes effective industrial counseling. The Institute makes proposals and plans, based on data collection and research, to encourage regional development.

Current technical details of Service Provisions:

One of the main reasons for the migration, and that is changing value framework, especially by young people. This is caused by improved education, traveling and mass media, which improves peoples' knowledge of the outside world and the possibilities it offers. These societies have passed from farming society through industrial society with emphasis on technology, which was supposed to provide answers to all problems, even social problems. In the sixties the tide started to turn, and the movement from industrial society to information society brought with it new values. The new emphasis is on innovation, internationalism, mobility in work and residence, equality between the sexes, ethnic groups and religions, and increased interest in matters close to the individual, such as the environment, culture and quality of life.

Administrative structure

One of the changes accompanying this is changing administrative structure in society, institutions and firms. In the information- and high tech society, education is no longer a privilege of a small class. The role of the leader is no longer just giving orders, but rather being coordinator and contact to the outside world. In politics this is reflected in distribution of power and increased involvement of the common citizen in matters close to himself. 

Mobility

Another change is seen in increased mobility, both in travel and migration. Increased travel is caused by improved communications and higher living standard, but it can also be traced to increased knowledge of remote places and traveling possibilities. Commuting distances have also increased. People also move their residence more frequently than before, but there is a relation to the social background. Women are more mobile than men, and people brought up in villages and small towns are more mobile than people brought up in large cities. Education also increases mobility, both for studies and employment.

Employment

Young people increasingly select employment that requires knowledge and offers geographical mobility. Therefore more and more of them seek higher education. It is important for them to see results of their work and have good overview over it. They seek responsibility and are against vertical administration. Interesting work and social factors are important. Wages are still important but not exclusively. Here there is some difference between the sexes, as wages are more important for men, while the social factors are more important for women.

Internationalism
Internationalism is part of the new values. In the information- and high-tech society international culture is brought into almost every home through travel and mass media. With increased international trade and cooperation, boarders between West-European countries are abolished, and thereby the importance of the nation state as an administrative unit is reduced. People increasingly move their residence between countries.

Current reality:

One possible remedy is to find a new role for the provincial towns, i.e. to find new types of economic activity and try to attract new firms to them. Formerly, this could often be done with official rules and grants, which were used to steer the location of firms. Now the times have changed and firms often produce high-tech goods and services, which require highly skilled workforce. The supply of qualified labor is among the factors that are important for the location of firms. Qualified labor generally more demanding on the above residential factors and they seek the best opportunities and best residential quality. The residential choice of the qualified labor force therefore often decides the location of firms, and not vice versa like in earlier times. Improved quality of life is therefore an important factor in economic development of communities. There is increased emphasis on self help in the provincial areas, and financial firms located there are increasingly used to provide the loans and buy the shares. Those who show initiative themselves have a greater chance for success than those who just wait for something from the capital area. 

“South3” and “Mobilizes all” are the names of two projects carried out by six municipalities, three on the south part of Iceland and three on the north part of Iceland. The model of these projects can be found in Nova Scotia in Canada where they started at similar level under the name “Smart communities” This project is part of important factor in economic development of communities of regional policy in Iceland.  The state contribution next three years is 120 million Icelandic KR. but the total value of the project is 300 million Icelandic KR. or 3, 5 million Euro. 

The project South3 gets contribution from three municipalities. The major strength in this project is that it involved broad schedules in information- and high-tech society and by using high-tech to reorganize administrational processes of these three municipalities. 

The project “Mobilizes all” gets contribution from three municipalities as well. The   main emphasis is on the construction of info-squares available to every home in these municipalities. The most interesting factor in the project is that it is not geared in to new innovation, rather to use high-tech already available to communicate and copy information and mass media to improve retailing on the internet, culture and leisure activities.  

The first period of action involved mostly overall preparation of the project and requirement analysis. At this stage it is difficult to analyze individual segment of the project. We have to bear in mind that according to plan of implementation that each segment has a different time schedule.  In the end of the year 2005 we will be able to evaluate individual segment of the project and at that stage we can accomplished a statement for the project.

November 1st 2004. 
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Development consultant. 
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